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CHAPTER ONE

INTRODUCTION

1.1 Background to the Study

The above quotation demonstrates that effective internal control plays a critical role not only in organizations, but also in the life of individuals. As a result of the increase in accounting scandals in recent years, the internal control function has received impressive attention as an important contributor to effective corporate governance and financial reporting, because a high quality internal control function focused on improving financial reporting through ensuring standard compliance (Prawitt et al., 2020). However, control has been envisaged as the supervision over the execution of plans and taking necessary correction (Verdina, 2019). An internal control system issue has been found so significance to organization especially in the aspect of assurance of the reliability and accuracy of the financial reports, beside it is a subject that receives too little attention in the management literature (Changchit, Holsapple & Madden, 2019). 

Therefore, there is need to conduct more research on the impact of effective internal control system as even recommend that more research in the area of internal control system effectiveness is required (Jokipii, 2018). Furthermore, the issue of effectiveness of internal control/audit is indispensable because it will create improvement in the government ministries/private organizations (Unegbu & Kida, 2019). In line with this, consideration over the measurement of the effectiveness of internal control function keep receiving a significant challenges, consisting the finding of the best and relevant method for measuring the efficiency and effectiveness of internal control (Bota & Palfi, 2020; IIA, 2018; Spertus, Eagle, Krumholz, Mitchell, & Normand, 2018). In this vein, measurement of internal control effectiveness should be considered because it has a role to play in achieving local objective. Therefore, Arena and Azzone (2018), Chaveerug (2019) and Mihret, James, & Joseph, (2018) emphasize the need for future studies to examine the factors that influence internal control effectiveness and the possible interactions among them. Equally, it is interesting to focus on the model that will lead to the strength of internal control effectiveness (Aguolu, 2020). 

In this vein, many studies that have been conducted on internal control effectiveness give more concerned in companies’ hotels, banks and few public sectors within the state level which their internal control is a little big effective than those of manufacturing company. Therefore, this research work will examine the impact of internal control system on the financial management of an organization.








1.2.	Statement of the Problem

There have been incessant cases and stories being told about high frequency of fraud, embezzlement, over charging, manipulation, missing files and ledger cards and sales of appointment letter to contractor, padding payrolls with ghost workers and so many malpractices in both public and private organizations in Nigeria today with governing body not knowing how to handle the adhere situation. 
However there has been laxity in implementation of internal control findings and recommendations. Having said that, it is quite unfortunate that many organizations today don’t adhere to internal control procedures. Most don’t even have internal control department, the few that normally have internal control department only have it as figurehead, they usually belief more in external auditing system forgetting that their concept of work details is quite different. Thus internal control can prevent errors or fraud in preparation of accounts thereby improving performance and profitability margin but in other way round, external auditor can only detect fraud or error after it might have been committed at the end of financial year. It is on this backdrop that this research intends to assess the impact of internal control towards achieving organization performance.

1.3. Research Questions

The following research questions will be used to form the research hypothesis and they are:
i. How does effective internal control environment have a positive impact on organization efficiency?
ii. Is there relationship between internal control environment and financial accountability in organisation?
iii. To what extent is management committed to effective monitoring of internal control system?

1.4.	Objective of the Study

The overall purpose of this research work is to evaluate and determine the impact of internal measures in an organizational financial management.
i. to examine if internal control environment have a positive impact on organization efficiency
ii. to measure the relationship between internal control environment and financial accountability in the organization
iii. to establish extent is management commitment to effective monitoring of internal control system

1.5. Statement of Hypothesis 

Hypothesis One
Ho1: Internal control environment have no positive impact on financial accountability in organization
Hypothesis Two
Ho2: There is no relationship between internal control environment and financial accountability

1.6 Significance of the Study

There is no controversy that this research works have been conducted on internal control system, however much emphasis has been placed on the impact of a good internal control system on financial management of organizations. This research work will go a long way in helping management administrator discover the impact or weakness in internal control and suggest measures in correcting them. It will also reveal the problems caused by bad internal control system and be useful to students, scholars, lecturers and other third parties as it shall open new area of further research work and at same time advance challenges to up-coming researchers.

1.7. Scope of Study

The impact of good internal control aids management effectiveness in any organization is it private or public sector. This research will specifically focus attention on the activities of manufacturing industries in Nigeria. This research is therefore limited to the Nigeria Bottling Company, Ilorin depot. The focus of this research is to show the impact of a good internal control system in terms of control environment, monitoring and effective communication of good internal control system.

1.8.   Limitation of the Study

The major constraints in this study include the conservation nature of private organizations and their apathy towards providing information, especially with respect to their internal operation policies.
Human errors and biasness are other limiting factor of this study. This is because some data’s were obtained through discussions and interviews therefore there is the possibility of human error of omitting some vital information. 

1.9. Definition of Terms

Audit: This comes from a Latin word “Audire” meaning to hear in other words it means official examination of account and records.

Control: Is an exercise performed in the present to achieve a plan drawn up for the future.

Internal Control: It has been defined by the Auditing planning committee (APC) IN Uk as “the whole system of control financial and otherwise established by management in order to carry out the business of the enterprise in an orderly and efficient manner to safeguard the assets and secure as far as possible, the competence and accuracy of records, the prevention and detection of errors and fraud in accordance with the final preparation of financial statement.”

Management: It is defined as the process of planning, organizing coordinating and controlling the activities of an organization. It is seen as a group of people who monitor and control the organization activities towards the achievement of the organization objectives.


CHAPTER TWO
LITERATURE REVIEW
2.1. Conceptual Review

2.1.1. Concept of Internal Control 

Internal control, as defined in accounting and auditing, as a process for ensuring achievement of an organization's objectives in operational effectiveness and efficiency, reliable financial reporting, and compliance with laws, regulations and policies. A broad concept, internal control involves everything that controls risks to an organization. (The Institute of Internal Auditors Research Foundation. 2018). The components of internal control are no different in many sources. Some sources refer them the elements or frameworks while some other refer it standards of internal control. The Committee of Sponsoring Organizations (COSO,2017), Act of Sarbanes Oxley, American Institute of Certified Public Accountants (AICPA) and General Accounting Office (GAO) claim effective internal control should primarily have five elements namely; control environment, control activities, risk assessment, information and communication, and monitoring. Each of the elements will be discussed as follows.

2.1.2. Control Environment. 

The control environment is considered as the tone at the top of an organization, influencing the control consciousness of its employees. Beneish et al (2020), defines the control environment as the tone of an organization and the way it operates. He further says that it concerns the establishment of an atmosphere in which people can conduct their activities and carry out their control responsibilities effectively. The control environment is the foundational context within which the other aspects of internal control operate (Konrath, 2018). The philosophy and management style, organizational structure, methods of imposing control, assignment of authority and responsibility are all key aspects of the control environment (Jones, 2017). Likewise, COSO (2004) looks at the ethical environment of an organization to encompass aspects of upper management’s tone in achieving organizational objectives, their value judgments and management styles. COSO argue this component is the foundation for all other components of internal control, providing both discipline and structure to the organization. Ethical business practices, management philosophy and a sense of business integrity all play key parts in the control environment component.

The control environment represents the control atmosphere for the entity and is the foundation for the other components (Nicolaisen, 2004). Bates (2019) considers the factors relating to the control environment to include the integrity, ethical values, and competence of employees and management, management’s philosophy and operating style, the manner in which authority and responsibility are assigned, the organization and development of employees, and the attention and direction of the board of directors towards organizational success. Lou (2020) concurs that higher level administrators of an organization are responsible for establishing the appropriate control environment. Guy et al (2018) states that good control environment should provide guidelines related to: ethic and integrity values that should be owned by the member of entity; commitment to competence; participation or the board of director and audit committee; philosophy and management style; job description of each personnel; and lastly policy and procedure of human resources.

2.1.3 Risk assessment 

Community Associations Institute (CAI, 2003) described risk assessment as identification of potential misstatements and designing controls to prevent or promptly detect of misstatements. Risk assessment is the process used by an organization (management) to decide how it will deal with the risks that pose a threat to achieving its objectives (Furrugia 2018). According to Meisser, (2019) risk assessment is the component related to the identification of risk, analysis of risk and management of risk. According to Meisser Risks are assessed through management’s awareness of the environment in which it operates and its direct involvement with the day to day operations of the client community association. Risk assessment entails to identification and prioritization of objectives, the identification of risks and assessment of their likelihood and impact, Jones (2017). Consequently Jones looks at risk assessment as the identification, evaluation and management of risks. He further notes that risks can relate, to financial statement fraud or to the misappropriation of assets.

2.1.4  Control activity. 

Under Act of Sarbanes Oxley act (SOX, 2018) Control activities are the policies and procedures that assist in ensuring that management directives are successfully implemented. They provide the means to address the various risks that may hinder the achievement of the organization’s objectives. In essence, control activities are established in response to perceived risks. Junner, (2019) described Control activities as policies and procedures that help ensure that management directives are carried out. They help ensure that necessary activities are taken to address risks to achievements of the entity’s objectives. Control activities occur throughout the organization at all levels and all functions. Control activities include range of activities; authorization, verifications, reconciliations, reviews of operating performance security of assets and segregation of duties (Ernst and Yong, 2020). The American Institute of Certified Public Accountants, in Statement on Auditing Standards number 55 (SAS 55), also defined control activity as policy and procedure to ensure that every activity taken based on the consideration to minimize the risk faced by the entity. Accordingly the statement described the elements of control activities as proper authorization of transaction, design and use of adequate documents and records to help ensure the proper recording of transactions and events, Purchase orders to ensure that you received what you ordered and you only pay for what you received, Independent checks on performance and proper valuation of recorded amounts. A good entity should separate transaction authorization function, accounting record function, and asset store function (Guy et al., 2018; Meisser, 2019).Accordingly it is necessary to prevent the occurrence of cheating. The independency of each function can also be used to minimize the cheating behavior of the person in charge.

2.1.4 Information and communication; 

In a good organization, information system is essential to guide its operation process. Information systems produce reports, containing operational financial and compliance – related information that makes it possible to run and control an organization (COSO, 2018). It should consist of accounting information system to ensure that the accounting process is valid and reliable.
The Standards for Internal Control (GAO, 2018) requires that Information should be recorded and communicated to management and others within the entity who need it and in a form and within a time frame that enables them to carry out their internal control and other responsibilities. Effective communications should occur in a broad sense with information flowing down, across, and up the organization. Information flow is essential to effecting control, information about an organization’s plan, control environment, risks, control activities and performance must be communicated up, and access an organization (Ruttrman Working Group, 2017). Reliable and relevant information flow both internal and external sources must be identified, captured, processed and communicated to the people who need it in a form and time frame that is useful (Chambers 2020).

Management should ensure there are adequate means of communicating with, and obtaining information from, external stakeholders that may have a significant impact on the agency achieving its goals (Guy et al., 2018). According to (Guy et al., 2018), effective information technology management is critical to achieving useful, reliable, and continuous recording and communication of information. Moreover, the system should be communicated to everyone in the organization.

2.1.5 Monitoring

Spencer (2020 used quote “hundreds killed by doctors relying on outdated manuals” from New Times (1997) to elaborate how necessary to update an internal control is within organizations. According to Spencer (2020) to ensure the reasonable assurance regarding achievement of the organizations objectives, the monitoring process should be performed to evaluate and assess the systems of internal control to ensure that the procedures are consistently applied over an extended period of time. Spencer believes internal audit is part of monitoring internal control system. Managers should promptly evaluate findings from audits and other reviews, including those showing deficiencies and recommendations reported by auditors and others who evaluate agencies‟ operations, to determine proper actions in response to findings and recommendations from audits and reviews.

Jones (2020) refers monitoring as the process of assessing the quality of a system’s performance over time. On an on-going basis, staff should evaluate the various systems of internal control and updates/modifies/enhances where needed. Any discovered deficiencies are addressed immediately and added to the overall systems of internal control. Monitoring of internal control should include policies and procedures for ensuring that the findings of audits and other reviews are promptly resolved. According to Coffin (2019) monitoring entails the activities and procedures designed to assess the effectiveness of the internal control system in achieving the entity’s financial reporting objectives. Monitoring activities may be ongoing or may be separate evaluations and it is important given the complex and dynamic environments faced by most organizations (Henle 2019).It seeks to ensure that systems are performing as intended. However, this is accomplished through ongoing monitoring activities, periodic evaluations or a combination of the two (COSO, 2004). Henle (2019) further contends that these activities permeate the entire organization, at all levels and in all functions.


2.1.5.1 Types of Control

Preventive Controls are designed to discourage errors or irregularities from occurring. They are proactive controls that help to ensure departmental objectives are being met. Examples of preventive controls are: 

Segregation of Duties: Duties are segregated among different people to reduce the risk of error or inappropriate action. Normally, responsibilities for authorizing transactions (approval), recording transactions (accounting) and handling the related asset (custody) are divided. 
Approvals, Authorizations, and Verifications: Management authorizes employees to perform certain activities and to execute certain transactions within limited parameters. In addition, management specifies those activities or transactions that need supervisory approval before they are performed or executed by employees. A supervisor’s approval (manual or electronic) implies that he or she has verified and validated that the activity or transaction conforms to established policies and procedures. 

Security of Assets (Preventive and Detective): Access to equipment, inventories, securities, cash and other assets is restricted; assets are periodically counted and compared to amounts shown on control records. 
Detective Controls are designed to find errors or irregularities after they have occurred. Examples of detective controls are: 
Reviews of Performance: Management compares information about current performance to budgets, forecasts, prior periods, or other benchmarks to measure the extent to which goals and objectives are being achieved and to identify unexpected results or unusual conditions that require follow-up. 

Reconciliations: An employee relates different sets of data to one another, identifies and investigates differences, and takes corrective action, when necessary. Physical Inventories, Audits 

2.1.6	Internal Control System

Internal control has been recognized in the most organization as one of the most essential ingredients, necessary for the survival of the business enterprise and government agencies. Apart from the problem of scarce resources, organizations run a high risk of fraud, errors, miss appropriation of funds and inefficient and ineffective operations. Step are required therefore to minimize, if not eliminate completely, these risks, by establishing internal control system. For every organization, there are risks that the organizational goals and objectives are not achieved. All efforts aimed at preventing such risks or identifying and correcting such risks are viewed as internal control. Anthony (2018) defined internal control as “the process by which managers assure that resources are obtained and used effectively and efficiently in the accomplishment of the organization objectives. Garrison and Noreen (2018) suggested a different definition for internal control as follows: “those steps taken by management that attempt to increase the likelihood that the objectives set down at the planning stage are attained and to ensure that all parts of the organization function in a manner consistent with organizational policies. He further defined internal control as those sets of organizational activities which include: planning, co-ordination, communication, evaluation and decision making as well as informal processes aimed at enhancing the efficient and effective use of the organizational resources towards the achievement of the organizational objectives. We are treating internal control as a tool used by the management to facilitate those activities which corresponds to our area of study.

Anthony and Govindavajan (2019) identified several aspect or activities of management / internal control namely: planning, coordinating, communication, evaluation, decision-making and influencing. Planning what the organization should do to achieve proper accountability. Planning could be view as budget preparation. With planning the organization decides what to do and the responsibilities of its different members. Koontz and Donnel (2018) defined internal control as all the measures of a public or private organization that could be said to be strategies of owners and managers to monitor and control the activities within the organization. Arnold and Turley (2019) classify organization plans as falling under the following headings: Operating Plans: These are short-term plan which relates directly to the achievement of the organization objectives. Thus the annual accountability and met up government target plans as well as the plans to suppress smuggled goods would be examples of operating plans.

Administrative Plans: These are tactical plans concerned with the creation of the organizational structured, under which accountability and performance levels can be determined for appropriate functions. Coordinating the activities of several parts of the organization to assure alignments goals. Communicating information such as strategy and specific performance objective. Communication could be done formally (by means of budgets and other official documents) and informal through conversations. Evaluating actual performance related to the standard and making inference as to how well the employees have performed. Deciding what, if any action should be taken. In 2018, in the United States of America, the general accounting office for standard defined “Internal Control as an integral component of an organization, management that provides reasonable assurance that the following objectives are being achieved: effectiveness and efficiency of operations, reliability of financial reporting, and compliance with applicable laws and regulations. They further state that internal control is a major part of managing an organization. It comprises the plans, methods, and procedures used to meet missions, goals and objectives and in doing so supports performance based management. Internal Control also serves as the first line of defense in safeguarding assets and preventing and detecting errors and fraud. In short, internal control, which is synonymous with management control, helps government program managers achieve desire results through effective stewardship of public resources.

Internal Control provides reasonable assurance that the objectives of the organization are being achieved in the following categories: effectiveness and efficiency of operations including the use of the entity’s resources. Reliability of financial statement and other report for internal and external use, compliance with applicable laws and regulation. Internal control was designed to provide reasonable assurance regarding preventions of or prompt detection of unauthorized acquisition, use or disposition of organizations assets. Internal Control is not one event, but a series of actions and activities that occur throughout an entity’s operations and on an ongoing basis. Internal control was recognized as integral parts of each system that management uses to regulate and guide its operations rather than as a separate system within an organization. In this sense, internal control is management tools that are built into the entity as a part of its infrastructure to help manager run the entity and achieve their aims on an ongoing basis. Internal control is affected by people: people are what make internal control work. The responsibility for good internal control rests with all managers. Management sets the objectives, put the control mechanisms and activities in place, and monitor and evaluates the control. However, all personnel in the organization play important roles in making accountability happen.

Internal control provides reasonable assurance, not absolute assurance; management design and implement internal control based on the related cost and benefits. No matter how well designed and operated, internal control cannot provide absolute assurance that all organization objectives will be met. Factors outside the control or influence of management can affect the entity’s ability to achieve all of its goals. For example, human mistakes, judgment errors, and acts of collusion to circumvent control can affect meeting organization’s objectives. Therefore, once in place, internal control provides reasonable not absolute assurance of meeting organizational goals.

Isidore (2020) in his definition of internal control stated, the whole system of controls, financial and otherwise, established by the management in order to carry on the business of the organization in an orderly and efficient manner, ensure adherence to management policies, safeguard the assets and secure as far as possible the completeness and accuracy of the records. The key concepts from the above definition can be summarized as follows:

To ensure that a structural framework exists for the efficient and effective channeling scare resources,
To ensure that policies decided on and adopted by management are consistently followed by those responsible for implementing them;
To ensure that expensive assets on which operations critically depends are properly secured and safeguarded to prevent misuse and misappropriation,
To ensure that important document which provides the information on which significant strategic and decision are based provide a complete accurate and timely record of relevant events.

Eric (2018) in his paper title “Internal Controls and financial accountability ‘stated that a primary responsibility of directors is to ensure that organization is accountable for its programs and finances to its contributors, members, and the public and government regulators. Accountability requires that the organization comply with all applicable laws and ethical standards, adhere to the organization’s mission, create and adhere to conflict of interest, ethics, personnel and accounting policies, protect the rights of members, prepare and file its annual financial report with the internal revenue service and appropriate federal regulatory authorities and make the report available to all member of the board and any member of the public who requests it.

2.1.8.	Control Procedures 

The establishment of risk assessment cannot stand alone unless the management put in place control procedures to eliminate the risk that would bring about the expected continuity of business. Therefore banks and other organisations are expected to impose reasonable control procedures, manually and computerized, on accounting system to ensure prevention, early detection and correction of errors and frauds. Available control procedures that a bank can institute include the following: 
Performance reviews through budgeting and budgetary control by way of preparing the budget variances with follow up actions. Management that performs frequent and timely performance review is likely to promptly detect errors and take corrective actions than management that did not. Frequent and periodic comparison and action to correct errors lowers the risk that material misstatement would remain in the account. Such comparison is mostly handled by internal auditors or internal control staff and banks that have active internal control officers are likely to remain in business than those that do not have active and qualified internal control officers; 

Segregation of duties: four functional responsibilities (authorization, recording, custody and reconciliation) should be performed by different departments. The principle of internal check states that the function of an officer should serve as a check on that of another officer; hence duties should be divided so that no one person can control two or more of the four independent responsibilities, to check abuses that can derail an organization. 

Physical control: physical access to assets and important records, documents, blank cheques, vouchers, inventory and securities should be restricted to only those who handle them. Physical security of computer equipment and limited access to computer program files and other peripheral computer details should be enforced. The banks should establish information processing controls, manual information processing control procedures as well as computerized information processing control procedures in form of usage of passwords and access logs, all in a bid to eradicate malpractices that can lead to total extinction of the bank 

Top-level reviews: this is carrying out of detailed analysis of actual results and organizational goals and plans and other key performance indicators to check how efficient the top managers are. This can also be called the management control as it focuses on the role played by the management team in planning, organizing, coordinating, controlling and directing the various financial and non-financial activities of an organisation; 

Organizational control: each bank is expected to have an organizational chart in place. This chart is to establish functional areas as well as responsibilities of each executive and staff. The guiding principle is that the principle of span of control and authority limit should be enforced to ensure that there is no overload that can lead to inefficiency on the part of a particular manager; 
Personnel control: each bank is to institute procedures for ensuring quality recruitment, selection and placement of competent and honest personnel that would discharge various duties and tasks effectively, with minimum supervision. It is when this control is in place that we can be sure of existence of trustworthy employees that would not collude with customers to defraud the bank and cause its imminent death; 

Supervisory control: the whole activities in the bank rest on the effectiveness of supervisors, hence this control is necessary for the efficient management of banks in Nigeria. Supervisory control can be internal and external, whereas the internal is in term of the relationship between the mentor and mentee or the officers and their coach (es), the external supervision comes from the role both Central Bank of Nigeria and Nigerian Deposit Insurance Corporation play in regulating the industry in Nigeria. It is therefore pertinent to state that if this control is not effective, there is likely to be systemic distress in the industry. 

Arithmetical and accounting control: this seeks to establish a workable bookkeeping and accounting system that ensure that all transactions are recorded and accurately processed in the appropriate books of account. To ensure this, bank managers should be prudent, transparent, accountable and be of high integrity in the way they handle the affairs of their banks. 

2.1.9.	Objective of Internal Controls System 

The objective of efficient internal control system is primarily to ensure assurance that things are working according to plan, hence every establishment must institute controls that will capture both the operational and compliance aspects as: Accountability, existence, Occurrence, Completeness validation: transactions are to be captured accurately using appropriate method, rights and obligations, Presentation and disclosure, Reasonableness. As of necessity, management is responsible for implementing appropriate internal controls specific to each area of responsibility and the internal auditors or controllers are to evaluate the effectiveness of those controls in term of confirming if they are implemented to address the relevant objectives. 

2.1.10.	Limitation of Internal Control 

There is no control that is instituted by any organization that cannot be circumvented by operators. Even law established by a country is being circumvented by the citizen, as the law makers are planning to bring out the law, the fraudsters are also busy looking for loopholes they would explore to counter it, hence institutional controls also have inherent limitations some of which are; possibility of circumvention of controls either done or through collusion with parties outside and inside the entity, abuse of responsibility, fraud, management override of controls, changes in environment making controls inadequate; 

2.1.11.	Internal Auditing and Internal Check 

Two important tools of internal controls system are internal audit and internal checks. Internal auditing is an independent appraisal activity within an organisation for the review of accounting, financial and other operations, as a basis for service to management. It is a management service function which primarily involves the periodic review of an enterprise’s accounting and internal control procedures by designated officers called “internal auditor” or “internal control officer” as we normally call them in the bank. The overall objectives of internal auditing to management involve such activities as: Reviewing and appraising the soundness, adequacy and application of accounting, financial and operating controls, ascertaining the extent of compliance with established policies, plans and procedures, ascertaining the extent to which the organisation assets are accounted for and safeguarded from losses of all kinds, ascertaining the reliability of accounting and data developed within the organisation and appraising the quality of performance in carrying out assigned responsibility. 
Internal check, on the other hand, according to [3], are those routine day to day administrative controls which ensure that the work of one person is complementary to that of another person, thus, the work of one person is independently proved by that of another person in the normal course of work. Therefore, no single person or group of persons would carry out a transaction from origination to completion without the involvement of others. If this is fully observed, problem of malpractices or frauds that can derail an establishment’s operation would be a thing of the past, as routine or deliberate mistake would be immediately discovered before it becomes a full blown fraud that create permanent extinction of the bank, law, the fraudsters are also busy looking for loopholes they would explore to counter it, hence institutional controls also have inherent limitations some of which are Possibility of circumvention, Abuse of responsibility, Fraud, Management override of controls, changes in environment making controls inadequate, Human cleverness or ingenuity, potential human errors caused by stress of work load, alcohol, carelessness, distraction, mistakes of judgment and the misunderstanding of instructions, Internal controls tend to be directed at routine transactions: the one-off or unusual transactions tend not to be the subject of internal control, A requirement that the cost of an internal control is not disproportionate to the potential loss which may result from its absence, Poor remuneration system and Poor working condition.

2.1.12	Evaluation of Internal Controls System 

It is necessary, at all time, for the management of a bank to evaluate the effectiveness of the internal controls system they have put in place. These evaluations can come from: 
Systems documentation: by deciding how the internal control system work, which can be done through flow charting or other pictorial means; 

Identification of controls: by way of recognizing controls designed to detect and prevent errors or frauds in the system. After the identification of such controls, the auditor can assess whether those controls are good enough to do their job sufficiently well. Caushin listed the following steps to be followed in the review and evaluation of internal control system by an external auditor, which can also be useful for internal control officers, to some extent: 

Establish: the auditor should read all the existing literature of the company pertaining to its accounting system and auditing manuals, flow charts, accounting records and forms to obtain a basic knowledge of the systems as designed and installed by management; 
Test: the auditor should carry out the test by walking through limited documents and by inquiry whether the established procedures and controls are being employed. He can also conduct personal interview with responsible officers in the organisation; 

Evaluate: he evaluates the effectiveness of procedures and quality of controls employed, for him to determine the degree of reliance which he has to place on the existing controls within the establishment; 

Confirm: after satisfying himself with the quality of the control, he still have to examine and confirm his preliminary conclusion that system is functioning effectively and that it is producing clerical accuracy; 

Conclude: he should conclude by stating that procedures are effective and controls are reliable and that weaknesses will not result in material errors and thereafter recommend possible improvement in procedures and control to the management. 



2.1.13	Documentation of Internal Controls System 

Internal controls system to be established by an organisation can take several forms, but the popular forms are narrative, flow chart and questionnaire: 
Narrative: this is documenting internal control systems by way of notes. This system is easy to carry out, as it explains the controls applicable to each examination. Nevertheless, it may not be detailed enough and control areas may not be apparent; 
Flow chart: this is a pictorial representation of the internal controls system. It is very effective but complex if not understood by the user. Auditors use it to completely understand the internal controls system of the clients. It enables the auditor to know who is responsible for what has happened. It also assists in the orderly presentation of the audit programme and forces the auditor to obtain a real understanding of the internal controls system. However, it could be complex to understand and the cost involved may outweigh the benefit; 
Questionnaire: this is the case when the auditor generates information about the internal controls system in operation by asking detailed general assessment questions. It is easy to complete and covers all the relevant parts of the audit but it may not adequately evaluate a specific problem. 

2.2	Theoretical Review

Part of the objective of this study focuses on developing a model for fraud management in the public or private sector. There have been some existing theories on fraud many studies suggest that fraud is more likely to occur when someone has an incentive (pressure) to commit fraud, weak controls or oversight provide an opportunity for the person to commit fraud and the person can rationalize the fraudulent behavior (attitude). The theoretical frame work of this study is on factors that can cause or prevent fraud as embedded on the three pronged framework commonly known as fraud triangle. Public sector fraud has quickly increased over the years and could be attributed to weak antifraud policy, low level of risk management system, low management integrity, weak internal control, inadequate application of fraud prevention methods and software. 

2.2.1 Agency Theory 

Agency theory is concerned with resolving problems that can exist in agency relationships; that is, between principals (such as shareholders) and agents of the principals (for example, company executives). The two problems that agency theory addresses are: the problems that arise when the desires or goals of the principal and agent are in conflict, and the principal is unable to verify what the agent is actually doing and the problems that arise when the principal and agent have different attitudes towards risk. Because of different risk tolerances, the principal and agent may each be inclined to take different actions. 
Adams (2017) in his article stated that Agency theory can provide for richer and more meaningful research in the internal audit discipline. Agency theory contends that internal auditing, in common with other intervention mechanisms like financial reporting and external audit, helps to maintain cost-efficient contracting between owners and managers. Agency theory may not only help to explain the existence of internal audit in organizations but can also help explain some of the characteristics of the internal audit department, for example, its size, and the scope of its activities, such as financial versus operational auditing. Agency theory can be employed to test empirically whether cross-sectional variations between internal auditing practices reflect the different contracting relationships emanating from differences in organizational form. 



2.2.2. The Theory of Inspired Confidence 

The theory of inspired confidence (Theory of rational expectations) of Limperg (2018) addresses both the demand and the supply for audit services. The demand for audit services is the direct consequence of the participation of third parties (interested parties of a company) in the company. These parties demand accountability from the management, in return for their investments in the company. Accountability is realized through the issuance of periodic financial reports. However, since this information provided by the management may be biased, and outside parties have no direct means of monitoring, an audit is required to assure the reliability of this information. With regard to the supply of audit assurance, Limperg (2018) suggests that the auditor should always strive to meet the public expectations.

2.2.3. The Policeman Theory 

The policeman theory claims that the auditor is responsible for searching, discovering and preventing fraud. In the early 20th century this was certainly the case. However, more recently the main focus of auditors has been to provide reasonable assurance and verify the truth and fairness of the financial statements. The detection of fraud is, however, still a hot topic in the debate on the auditor’s responsibilities, and typically after events where financial statement frauds have been revealed, the pressure increases on increasing the responsibilities of auditors in detecting fraud.
However, the argument of agency theory and policeman theory provides a useful theoretical framework for the study of internal auditing function. It also proposed that agency theory not only helps to explain and predict the existence of internal audit and internal control but that is also helps to explain the role and responsibilities assigned to internal auditors by the organization and that agency theory predicts how the internal audit function is likely to be affected by organizational change. Therefore, for the purpose of this research work agency theory will be employed since it provides a basis for rich research, which can benefit both the academic community and internal auditing profession. This theory no doubt relates to this study as it helps to explain the role and responsibilities of internal auditor in ensuring effective control which if methodologically applied would help to improve financial performance in organizations in Nigeria.

2.3	Empirical Review 

Mu’azu, (2018), studied empirical evidence on the relationship between performance measurement of internal audit functions and internal audit effectiveness via the perceptions of internal auditors. The result analysis of the study reveals the significant positive effect of performance measurement of internal audit function on internal audit effectiveness, which implies that, for organizations to sustain the effectiveness of their respective internal auditors, performance measurement of their respective functions need to be given due considerations. Some of the limitation of the study includes; collecting data from local government internal auditors only despite the fact that there are various internal auditors in different organizations not necessary the local government, the research was based on cross-sectional and the finding cannot be generalized due to different setting of various organizational internal audit department operations in terms of their effectiveness in different countries.

Ndukwe (2018) “evaluate the perspectives on the internal audit function” he emphasize the literature and the International internal Audit IIA definition of internal indicate that internal auditing has become an integral part of organizational structure as a value adding service to organisations. The validity of the notion of internal audits as value-adding and its contribution to organizational goal achievement rest on the implied assumption that internal audit is effective. Unquestionably, effective internal auditing is beneficial to organizations in accomplishing their goals and objectives. Nonetheless, to date, there has been scant research conducted on IA effectiveness. Prior IA research also has, for the most part, focused on developed countries. Accordingly, internal audit appears generally, and IA effectiveness specifically, to be under-researched particularly in the context of developing countries. The increasing globalization of the world economy and the adoption of the International Monetary Fund (IMF) and World Bank-led economic reforms are factors now driving the surging interest in corporate governance practices in several developing countries Therefore, it is important to understand internal audit practices in these environments. Apart from contributing to the literature, studies on IA in developing countries could potentially provide a more holistic understanding of the nature, context and processes of internal audit.

Asaolu, Adedokun, and James (2018) in their study employed only primary data which was obtained through the administration of structured questionnaire. The study was based on how good governance in public organisations can be promoted through internal audit function (IAF).The evidence from the study showed that the internal audit system in the public organisations was not absolutely independent and professional competence of the internal audit system was limited due to the challenge of insufficient funds to successfully carry out its duties. However, scope of internal audit work was comprehensive, examination process was scientific and systematic, and management gives adequate support to internal audit process. Thus, the effectiveness of internal audit function in public sector organisations in the Southwestern Nigerian is moderate.

Ogudaet al. (2019) in their work the effect of internal controls on fraud prevention and detection in district treasuries of kakamega using SPSS, their result showed that there was a statistically significant and positive relationship between the adequacy of internal control systems and fraud prevention and detection in district treasuries in kakamega county. Abudu, Gariba and Samuel (2019), the evidence from their study indicates that the organizational independence of the internal auditors is in danger. The internal audit units are not adequately resourced to independently carry out their duties without unduly depending on management. They make use of about 429 questionnaires which and from their perceptive, they found out that evidence search is a difficult task for internal auditors in the various assemblies as they experienced high intimidation and familiarity threats. The reporting relationship in the assemblies impairs the organizational independence of the internal auditor. They report functionally to coordinating directors and this is not the best reporting line. The best way is to report administratively to coordinating directors and functionally to audit committees.

Munyi, (2019) in the context of his study, antecedents of risk based auditing; a structured questionnaire was employed in collecting his data. The collected questionnaires were thoroughly perused to ensure that only the adequately and appropriately filled ones were considered for the study. The primary data was edited and coded before analysis.  The study made use of both descriptive and inferential and it was concluded that risk-based was used and facilitated risk management. It was further inferred that risk-based auditing detected risks on time and promoted accountability and transparency due to the existence of the internal control systems in place. In addition, it facilitated issuing of qualified opinions to organizations with unreliable statements and helped mitigate the occurrence of risks by enhancing quality financial reporting. Therefore, risk based auditing was concluded as a reliable technique in not only detecting risks in financial statements but also enhancing corporate governance.

Shah (2019), investigates how the internal audit plays their role in organization goals achievement. The theoretical model shows the role of internal audit in organization’s goals. The paper demonstrates that for an organization to achieve its goals, efficient performance of the management and internal audit department is required. Because the management objectives are connected to the organization objectives and the internal audit objective can also be connected to the organization’s objectives. Based on the theoretical explained relationship of internal audit and organization’s goals, he developed an explanatory model, which shows the role of internal audit in organization’s goals achievement in the case of Security of Exchange Commission of Pakistan (SECP). The effective internal audit shows the positive results (i.e. productivity improves; growth, development and financial results improves; and sales improves) which are the ultimate goals of organizations. Internal auditing could be used as a mechanism of internal control, risk management and internal governance. No gap existing between organisation goals and internal audit. Finally, it is concluded that internal auditing not only plays positive role in organization’s goals but also improve organization’s efficiencies.

Mu’azu and Siti (2018), studied Empirical Evidence of Antecedents of Internal Audit Effectiveness from Nigerian Perspective The result analysis of the study reveals the significant effect of the entire antecedents on the internal audit effectiveness, which implies that, for local government or other public sector to attain the effectiveness of their internal audit, such antecedents need to be given due consideration. Some of the limitation of the study includes; collecting data from local government only, the research was based on cross- sectional and the finding cannot be generalized due to different setting of various local government internal audits in different countries. Despite the above limitation, the study contribute to internal audit effectiveness by providing empirical evidence of those antecedents on internal audit effectiveness, which previous studies has not incorporate such antecedents in examining the internal audit effectiveness.

Juarez, Anisio, Joshua and Marcos (2018), The research showed that the Internal Audit has evolved from simple verifier of acts and administrative facts, on the watch out for operational anomaly, has been construed decades ago, to other duties in a wider sphere of enterprises that include strategic planning of organisations. The Internal Audit is consolidating itself as one of the pillars of corporate governance by supporting managements on decision making. Mu’azu and Siti (2018), wrote on Empirical Evidence of the Moderating Effect of Effective Audit Committee on Audit Experience in the Public Sector: Perception of Internal Auditors; Their study provided the empirical evidence of the moderating effect of effective audit committee on the relationship between audit experience and internal audit effectiveness in the public sector using the perception of internal auditors. The data for this study were obtained through a survey questionnaire administered to the internal auditors within the North West geo-political zones in Nigeria which represent the population of the study. There are 186 local government in the North West geo-political zones in Nigeria, based on this population, the sample size is 127(Watson, 2019).The correlation analysis of the variables under study was subjected to a two- tailed test of statistical significance at two different level; significant (p< 0.01) and significant (p<0.05).The result analysis of the study revealed the significant effect of audit experience on the internal audit effectiveness and the moderating effect of effective audit committee on such relationship, which implies that, for public sector organization to attain the effectiveness of their internal audit, such audit experience and effective audit committee need to be given due consideration. Some of the limitation of the study includes; collecting data from local government only even though is part of the public sector setting, the research was based on cross-sectional and the finding cannot be generalized due to different setting of various public sector organization internal audits in different countries.

Odoyo and Omwono (2018), investigated An Analysis of the Role of Internal Audit in Implementing Risk Management- a Study of State Corporations in Kenya. The study found out that the core role of internal audit in relation to ERM is to provide assurance to the organization about the effectiveness of risk management. When internal auditing extends its activities beyond this core role, it should apply certain safeguards, including treating the engagements as consulting services and, therefore, applying all relevant Standards. In this way, internal auditing will protect its independence and the objectivity of its assurance services. Within these constraints, Environmental Resource Management ERM can help raise the profile and increase the effectiveness of internal auditing. The study used Pearson’s Product Moment Coefficient to show the relationship between the variables. An empirical model was built by applying logical regression on determinants of the enterprise risk management. The results on first hypothesis on role of internal audit in implementing enterprise risk Management at 0.05 level of significance indicate a moderately strong positive and Significant correlation between role of internal audit and implementation of enterprise risk management (r=0.586, p= 0.000). The null hypothesis is therefore rejected. This meant that role of internal audit positively and significantly affected implementation of enterprise risk management in State Corporation. From the study, state corporations do not carry out an enterprise-wide management of risks, even though effective risk management is critical in achieving the goals and objectives of organizations.

Ebrahim (2018) in his study, investigated the role of internal audit in effective management control in public sector organization, the findings of the study reveal that effective management can be achieved in local government and Internal Audit (IA) effectiveness does play a role in ensuring effective management in public sector, while IA effectiveness does not affect management control in public sector. Since effective management control can be achieved, and IA play key role in ensuring effective management in public sector, there is the need for today’s auditors to acquire the requisite technique and skills in computer operations and electronic data processing in order to carry out their work effectively to continually support IA effectiveness. And management should put in place a conducive environment for internal auditor to perform their duty because of the impact, which it has on IA effectiveness. Therefore training personnel as well as other training infrastructure becomes an important ingredient in the successful operation of internal audit effectiveness in public sector organizations. Heads of internal audit unit should be in attendance at top management meetings to be aware of policies affecting organizational objectives

Muazu and Siti, (2019), opined that Effective internal control system plays an important role in ensuring objective achievement of organizations. Therefore, the aim of their paper was to examine the relationship between effective internal control system and internal audit effectiveness at local government level. The paper is a literature review paper and the paper concluded that effective internal control system can influence the effectiveness of internal auditors at local level. The paper needs to be validated empirically.

Emmanuel and Agyapong (2019 investigated the effectiveness of internal controls in SMEs in South Africa. Specifically, the study focuses on SMEs in the Vhembe District of the Limpopo Province. We use questionnaire to collect data pertaining to the five essential and interrelated components of internal control: control environment, risk assessment, information and communication, monitoring and control activities. The SPSS Statistical software was used to analyze the data. Chi-square statistical procedure was employed to establish the relationship between levels of internal controls among businesses by size of business and type of business in the Vhembe District. The main findings of the study are : (i) that internal control practices among small business sector enterprises in the Vhembe District is low, with only 45 percent of firms surveyed having adequate internal controls systems in place; (ii) that the size of business in the sector studied determines the possession of insurance cover (a major component of internal control).The policy implication of these findings is that there is need to encourage and support small businesses to grow and expand in size in order to effectively employ internal control measures, the lack of which is firmly established as a major cause of business failures around the world.

Idowu and Adedoku (2019), in their study; effects of internal control system on fraud detection in selected Nigerian commercial banks. Using the least square regression analysis, result showed that fraud was visible as a result of poor employee training.  Chukwu (2018) in her work the impact of internal control system on the financial management of an organization utilized regression analysis and result shows that perpetration of fraud and losses of revenue in an organization are as a result of weakness in the internal control system. There are few studies on internal audit control on fraud prevention and detection in the public sector of Nigeria. it is on this gap that the researcher bases this study.











2.4 Gap in Literature

The empirical literature indicated that; though internal control is reasonably a preventive shield of fraud and misappropriation of stewards of resources, several reported cases of multibillion dollar fraud and reporting scandals over the world have so far refueled public policy debates on internal control, that internal control become an issue of considerable interest to policy makers and management to avoid those fraud. Thus the studies reviewed internal control of organizations, and government units ICS in essence of preventing fraud. Therefore it is not in doubt that studies and continuous improvements of ICS are needed in individual organization and in the country in summative to achieve the planned objective. Given the little empirical evidence on the effective internal control as it relate to NBC as a whole, it is clear that there is a research gap and that further research needs to be carry out in order to ascertain the impact of internal control in organization and public sector as a whole.

































CHAPTER THREE

RESEARCH METHODOLOGY

3.0	Introduction 

In this chapter the method and techniques of data collection and analysis for this study are discussed in details, research design, population of study, sample and sampling technique, sources of data collection, research instrument, validity of the instrument, reliability of the instrument, procedure for administration of research instrument, as well as the limitation of the research methodology. This will be important in order to assess the appraisal of internal control system on organizational efficiency 

3.1 Research Design

The research design adopted in this research work is the descriptive survey research design which involves the usage of self-designed questionnaire in the collection of data. Under the survey research design, primary data of this study will be collected from selected NBC in order to determine the effect of internal control on the local government in monitoring public fund and performance. The design was chosen because it enables the researcher to collect data without manipulation of any variables of interest in the study. The design also provides opportunity for equal chance of participation in the study for respondents.   

3.2 Population of the Study

The Population of this research work covered the account department, general admin, finance, and store and logistics department of NBC Ilorin. The total population of NBC Ilorin plant over 100

3.3. Sample Size and Sampling Technique

For the purpose of this research work, purposive/judgmental sampling method will be employed. Given the large number of the total workforce of the organization owing to the fact that most of these workers are usually on field while some are temporary staff, the researcher will make use of judgmental research sampling technique to select his population size and departments thus the selected department include Account and Finance department (14), Store (7), General Admin (11), Logistics (13) and Internal control unit (10) which make a total of 55. 

3.4.	 Sources of Data Collection

Basically, the source of data collection used in this study is primary and secondary. The primary source involves the use of questionnaire. The secondary source is by means of research into journals, published work in the library as well as newspaper articles. 

The researcher adopted questionnaire in collecting relevant information for the study. The questions asked in the questionnaire were accompanied by multiple choice answers from which the respondents were asked to pick one.

The main reason for using this method of collecting data is to enable the researcher believe that this method will provide the necessary information as well as the ease with which the method will facilitate data collection. This will ensure balance and comprehensive information reliable enough for conclusion to be drawn.

3.5  Research Instrument

The research instrument used as main source of information for this research work titled the impact of internal control system on the financial management of an organization was structured questionnaire based on a five-point psychometric Likert scale.

1. Section 1: This contains the respondents’ bio-data i.e. general information about the respondents and respondents’ organization seeking the demographic characteristics of the respondents.

2. Section 2: This deals with questions that are directly related to the variable factors stated objectives i.e. questions and hypotheses for the purpose of this research work eliciting suggestions for managing financial information. 

The section consisted of 20 simple scale questions on the impact of Human Resource Management (HRM) practices on organizational productivity.
The data collection adopted the closed ended structured questionnaire. The statement was phrased with a possible response continuum based on a 5 point psychometric Likert Scale questionnaire;




5		-	Strongly Agreed (SA)
4		-	Agreed (A)
3		-	Indifference (I)
2		-	Disagreed (D)
1              -         Strongly Disagreed (SD)





3.6. Validity of the Instrument

Nworgu (2018) contended that after the items in a questionnaire have been written, it is mandatory to subject the questionnaire to validation process. He maintained that in this way the items can be reviewed in terms of their clarity, the appropriateness of the language and expressions, the suitability of each item with references to the research question. It is expected to answer the adequacy of the quantity of items in the questionnaire.
In respect of this he says; after the items have been written, the next crucial step is to subject the questionnaire to a validation process. This is an extremely important exercise that cannot be skipped in the development of an instrument.
The questionnaires were being validated by the investigator’s project supervisor and some of his colleagues. Each of them was given a copy of questionnaire for critical review and were finally ratified and approved by the investigator’s   project supervisor.
Although, the responses of the respondents may be bias, the questionnaire would still be able to capture the needed information based on the respondents’ opinion. To allow for the elements of bias that may be contained in the responses, 5% level of significance would be allowed in the data testing. This will take care of error, bias etc. that may be in the data collected.



3.7. Reliability of the Instrument

Reliability refers to whether it is possible for another researcher to follow the procedure of the first researcher on the same topic and achieve the same result. It simply means that if the second researcher were to conduct the same case study, he will still arrive at the same findings. Therefore, to ensure that correct information was provided by the studied respondents, the researcher personally supervised the completion of the questionnaires distributed to avoid errors. Since not all the respondents can complete the questionnaire without any assistance. However, to ensure the reliability of the data, the use of SPSS Komolgorove Smirnoff.


3.8. Method of Data Analysis

Data Analysis: For the purpose of analyzing the data obtained from questionnaire that well administered, frequency table, percentage and mean score analysis will be used. The parametric statistical test; one sample t-test and Anova, will be used to measure the relationship between the control environment and financial accountability using Statistical Package for Social Sciences SPSS data analysis package.















CHAPTER FOUR

DATA PRESENTATION, ANALYSIS AND INTERPRETATION

4.1.	Introduction

This chapter is devoted to the presentation and analysis of the data collected for this study. The data were analyzed in percentages, figures and T test or chi-square. Responses on each question in the questionnaire were analyzed and presented in a tabular form. A brief discussion follows each table.

4.2.	PRESENTATION OF DATA

DEMOGRAPHIC ANALYSIS OF THE RESPONDENTS

Table 4.1 Gender Categories of the Respondents
	

	Gender
	Frequency
	Percent

	
	
	
	

	Valid
	Female
	18
	32.7

	
	
	
	

	
	Male
	37
	67.3

	
	Total
	55
	100.0

	
	
	
	

	Working experience

	Valid
	Years of Experience
	Frequency
	Percent

	
	Greater than 5 less than 10
	29
	52.7

	
	Greater than 10
	26
	47.3

	
	Total
	55
	100.0

	Qualification

	
	Level of Education
	Frequency
	Percent

	Valid
	Diploma and below
	25
	45.5

	
	Degree/HND
	17
	30.9

	
	Master/Professionals
Total 
	13
55
	  23.6


	Field of study

	
	Fields of Qualification
	Frequency
	Percent

	Valid
	Management
	10
	18.2

	
	Accounting
	30
	54.5

	
	Other Fields
	15
	27.3

	
	Total
	55
	100.0


Source: field survey, 2025
As indicated in the above table the gender proportion of female respondents is 32.7% while the male respondents were 67.3%. Though the ratio of the respondents not proportional and varied both category of gender were participated in the survey. This enables the researcher that there is no bias in the survey instrument related to the gender of the respondents.

Experience is one of the competences to understand internal control in a company. Experience also referred to as professional competence. In the literature it is indicated that commitment to this competence by employees is one part of effective control environment in internal control system. The more experienced employees are the more they understand about the internal control they execute. Out of the survey, 47.3% of the respondents as indicated in table 4.2 were experience with years more than 10. The remaining 52.7% were at least has an experience between 5 to 10 years. This indicates that the employees working in the key areas of internal control system are well experienced both to respond to the questionnaire, and to understand or implement the control system.

Another commitment of employees to competence that contributes to effectiveness of internal control is the level of education the employees possesses. This competence is referred to as academic competence. The control environment component of internal control system reveals that a good education level has a positive impact on effectiveness of internal control. Internal control is primarily the responsibility of management. The broader category of internal control is operational and accounting control. Obviously the respondents with knowledge of management and accounting understand the concept of internal control system than others. Thus the survey made to assess the areas of qualification of the respondents presented in table 4.4 indicated that 54.4 % of the respondents were qualified in accounting and18.2% were qualified in management. 

This means the respondents had at least had the theoretical education on the concept of internal control.
In general the respondents profile indicates that the respondents were good enough to respond to the questionnaire and they had the knowledge and experiences to understand internal control system in their Universities.


Table 4.2. Presentation of statistical data
	S/N
	S/N
	Descriptive statistics on Effectiveness of Control Environment 
	N
	Min
	Max
	Mean
	Std. Deviation

	1.
	1
	In your organization there is clear separation of roles and responsibilities
	55
	2
	5
	3.53
	1.152

	2.
	2
	The reporting structure is clearly stipulated
	55
	1
	5
	3.13
	1.263

	4.
	3
	Segregation / separation of roles can lead to attainment of set organization objectives.
	55
	2
	5
	3.76
	.981

	5.
	4
	The control environment in your org is enough to attain the org set objectives
	55
	1
	4
	2.98
	.952

	
	5
	Segregation / separation of roles can lead minimizing of costs.
	55
	1
	5
	3.45
	1.214

	
	
	B.  Effectiveness of Control Activities 
	
	
	
	
	

	
	6
	There is adequate verifications of vouchers etc
	55
	2
	5
	3.76
	.981

	
	7
	Approval and confirmation of financial transaction
	55
	1
	5
	3.78
	1.031

	
	8
	Adequate control over cash and bank balances
	55
	1
	5
	3.76
	1.154

	
	
	C. mechanism to achieve effective monitoring
	
	
	
	
	

	
	9
	Monitoring is built into the normal operating  activities
	55
	1
	5
	3.53
	1.120

	
	10
	Adequate compliance with accounting policies and procedures
	55
	1
	5
	2.96
	1.105

	
	11
	management considers audit findings and  recommendations and takes adequate actions
	55
	2
	5
	3.76
	.981



	

RELIABILITY AND VALIDITY TEST

Table 4.3: Reliability Statistics
	Cronbach's Alpha
	Cronbach's Alpha Based on Standardized Items
	No of Items

	0.000
	0.814
	20


Source: SPSS DATA 2025

From the above table, the level of reliability of the questionnaire is 0.814 ≈ 0.8. To this end, the instrument (Questionnaire) used in gathering of data can be said to be reliable.

4.3.	Test of hypothesis

Hypothesis one
	One-Sample Statistics

	
	N
	Mean
	Std. Deviation
	Std. Error Mean

	 effective internal control environment does not have  positive impact on the financial accountability in your organization
	55
	4.26
	1.009
	.134

	One-Sample Test

	
	Test Value = 0                                       

	
	t
	df
	Sig. (2-tailed)
	Mean Difference
	95% Confidence Interval of the Difference

	
	
	
	
	
	Lower
	Upper

	effective internal control environment does not have  positive impact on the financial accountability in your organization
	31.888
	55
	.0134
	4.263
	4.00
	4.53


Source: SPSS result 2025

Source: SPSS data 2025
The table shows that t-value give 0.0134<0.05 level of significance. This shows that the null hypothesis claim is not true therefore rejected and accept alternate hypothesis which says effective internal control system does have a positive impact on financial accountability of organization.

Hypothesis two
	Correlations

	
	
	there is no relationship between internal control environment and financial accountability in organisation
	management commitment to effective monitoring of internal control system

	There is relationship between internal control environment and financial accountability in organisation
	Pearson Correlation
	1
	.099

	
	Sig. (2-tailed)
	
	.046

	
	N
	55
	55

	management commitment to effective monitoring of internal control system
	Pearson Correlation
	.099
	1

	
	Sig. (2-tailed)
	.046
	

	
	N
	55
	55


Source: SPSS DATA 2025

The results show there is a relationship between internal control environment and financial accountability and management commitment to effective monitoring of internal control system. The result is significance at 0.046<0.05 level of significance. The implication of this result is that effective monitoring and control have impact financial accountability.

4.5. Discussion of Findings

The overall result shows that effective internal control will go a long way in achieving organization set objectives. Thus the hypothesis tested shows that t-value give 0.0134<0.05 level of significance which shows that enabling internal control environment have a great impact on the financial accountability of the organization profitability. Hence, this is in line with agency theory (Adams, 2017) and police man theory previously adopted which state the role and responsibilities assigned to internal auditors by the organization and that agency theory predicts how the internal audit function is likely to be affected by organizational change. The result of this finding is in line with the literature of Sanusi and Mustapha (2019), they carry out a research on the effectiveness of internal control system and financial accountability at local government level in Nigeria and their result also indicated that internal control system does not have any impact on financial accountability of the local government in Nigeria. In the same vein, Sylvester (2019) revealed that public accountability in Nigeria is still poor and has not improved in recent time. The agencies responsible to monitor public accountability appear very weak and needs to rise to their responsibilities and be empowered legally.





























CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1.	Summary 

The importance of IC (Internal Control) is demonstrated in the growing demand for this service in both private and public sector organizations in Nigeria. However researchers have paid little attention to this function and the effect it has on financial performance of organizations. 
The aim of this study was to establish if there is a relationship between internal control system and financial performance and accountability in NB. The source of information was primary data collected from a sample of staff of the organization.
From the analysis the study established that professional competence of internal control system affects performance of Nigeria Bottling Company in Nigeria to a great extent. Control system should address the risks associated with the financial management of the agency and clearly articulate expectations and internal accountabilities for management of these risks. It is important that the public sector must have an internal control department that is adequately functioning, to ensure that their accounting systems provide an efficient means of recording and reporting financial transactions, providing management information and protecting the public’s asset from fraud and misappropriation (Achibong, 2019). Fraud will be difficult to eradicate completely. 

5.2.	Conclusion

In conclusion, manufacturing company is one of the most important are of economy that saddled with responsibilities of growth in a growing Economy. For the fact that substantial amount of this money are being embezzled and misappropriated by the officers in charge. This is an obvious factor that hindered transparency which eventually leads to high profitability in financial accountability. Internal Control is a policy, methods and practices employed for attainment of organizational objectives. These objectives are ensuring operational efficiency, safeguarding assets and adherence to rules and regulations. Both government and private institutions need a guarantee that the internal control system in their institutions is effective enough in attaining such objectives. As indicated in literature, customarily the management of organizations performs this task through monitoring the effectiveness of internal control they designed. Though managements may use different criteria’s to evaluate effectiveness of an internal control, COSO (2018) revealed that; internal control effectiveness is resulted from an effective function of the control environment, control activities, the risk assessment, information flow and communication and monitoring of the system itself. INTOSAI (2004) indicates an effective functioning of these elements helps in achieving Value for Money which is an objective of effective internal controls.

The evaluation of internal control problems in Ethiopian context seems under developed. Government institutions under mandate of OFAG audit particularly private organizations are serially under criticisms of OFAG for years. Based on this ground it was necessary to examine the impact of internal control system in manufacturing organization

Therefore, a very good internal control structure is the only way to create transparency and accountability as well as checking frauds and irregularities in all sectors of the economy. It is revealed from this study that high level of corruption at the top management level, poor transparency and bad financial disclose and lack of understanding of accounting policies and procedures among the staff are the main causes of poor financial accountability in the private organization. 

5.3. Recommendations 

There is no absolute guarantee from internal control that organizations objectives will be achieved. This implies the inherent limitations of internal control; that internal control is designed, operated and monitored by human beings. However it is possible to improve internal control effectiveness through continuous monitoring, related risk assessment, designing sound control methods and with good communication in the organization. Both the respondents to questionnaire and an interview claim that though there is appropriate monitoring process put in place to achieve internal control system, they opined that the system still need continuous monitoring to achieve the organization program at high standard. As stated by Spencer (2019) a control environment which is an entire commitment of managements from design of internal control to its monitoring should be strong enough to keep the other components of internal control in line. However, based on the finding the following are specific areas that need due emphasis to improve the internal control system in the organization. The human power of the organization as a major component of control environment of the system has to understand the policies, directives and program of its respective organization.

Internal control is a responsibility of management, employees and other stakeholders. Hence there should be a clear line of responsibility and structure of reporting to discharge any risk of collusion and fraud. Separation of accounting duty from authorization and custody of an asset is a key in detecting control risk. Thus due emphasis should be given to maintain segregation of duties.

5.4 Recommendation for Further Studies 

This research recommends a similar study to be done but concentrate on the parastatals and government ministries.  There is need for a study to be conducted to determine the challenges facing internal control in commercial banks; this will help in enhancing the internal control in Nigeria and thus positively affecting their performance. 
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