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CHAPTER ONE 

1.0 INTRODUCTION 
In the business world today, organizations have developed a variety of processes and techniques designed to contribute to the planning and control functions. One of the most important and widely used of these processes is the internal control system which involve the establishment of predetermined goals, the reporting of actual performance results and evaluation of performance in terms of the predetermined goals (Anderson, 2014). Internal control system are systems of policies and procedures that safeguard assets, ensure accurate, reliable financial and accounting reporting, promote compliance with local laws and regulations, and achieve efficient operations. As a response to well-publicized accounting scandals, internal control system frameworks such as COSO (Committee of sponsoring organizations) and SOX (Sarbanes Oxley Act) have been introduced requiring organizations to disclose internal control system over financial and accounting reporting (Katua, 2014).
Inherent in this internal control system are assumptions that help designers and auditors of internal control system. These include the concept of management responsibility that embraces the fact that the establishment a maintenance of a scheme of internal control system is a management obligation (Muraleetharan, 2013). The internal control system should also offer realistic assurance that the objectives of internal control system are achieved in a cost-effective manner. This means that no system of internal control system is impeccable and the cost of achieving improved control should not overshadow its benefits. Internal control system should also achieve the objectives regardless of the data processing technique used. The control methods used to achieve these objectives will, however, vary with different types of technology (Stephen, 2017).
Every system of internal control system has weaknesses on its effectiveness. These include the possibility of mistakes, personnel may circumvent the system through conspiracy and other means. Management is in a position to supersede control procedures by directly distorting transactions or by ordering a subordinate to do so and conditions may change over time so that existing controls may become weak. Internal control system measures document transactions by creating an audit trail by limiting the actions of employees through requiring authorization, approval and verification of selected transactions. They segregate duties because certain job responsibilities are mutually incompatible and, if left unchecked, allow one person too much unsupervised
access to organizations assets (Vian, 2012). These internal control systems are classified as either preventive, detective, corrective or budgetary controls.
1.1   BACKGROUND OF THE STUDY
The internal control system is comprised of all policies and actions that were established by management to support management goals, including adhering to management policies, maintaining the integrity of assets, preventing and discovering criminal acts and mistakes, accurateness and completeness of accounting records and timely presentation of reliable financial information. Internal control system system s consist of policies, procedures, organizational structures, personnel management, physical and information protection and the separation of duties. These types of controls are main tools of an internal control system system  system. They should cover all areas of management of self-governments. Internal control system system s could be described as accounting administrative, management controls and internal audit. That approach refers to the functional
areas of internal control system system  system John (2006).
Internal control system system  is defined as all the policies and procedures adopted by the directors and management of an entity to assist in achieving their objective of ensuring, as far as practicable, the orderly and efficient conduct of its business, including adherence to internal policies, the safeguarding of assets, the prevention and detection of frauds and errors, the accuracy and completeness of accounting records, and the timely preparation of reliable financial information.
(Ofori, 2011). Internal control system system s refer to the measures instituted by an organization so as to ensure attainment of the entity’s objectives, goals and missions. They are a set of policies and procedures adopted by an entity in ensuring that an organization’s transactions are processed in the appropriate manner to avoid waste, theft and misuse of organization resources.
1.2   STATEMENT OF THE RESEARCH  PROBLEM

We might not really understand the impact of internal control system system  system in an organization  until  probably  we  run  an  organization void of internal control system system  system. The absence of adequate internal control system system  measures exposes the financial management of an organization to certain threats such as:
· Incorrect financial statement and /loss of the companys’assets.
· Stealing and mis-management of organizational vital documents which may be done by an employee to take undue advantage.
· Incorrect and unreliable financial records which may lead to loss of organizational integrity.
· Non implementation of accounting policies in consistent with the applicable legislation appropriate in presentation of financial statement.
1.3      RESEARCH QUESTION
The following research questions will be used to form the research hypothesis and they are:
1. To what extent does the internal control system system  measures impacts on appropriation of organizational assets and funds?.
2. To what extent does perpetration of fraud and losses of Revenue in an organization are as a  result  of  weakness  in  the internal control system system  system?
3. To what extent does  internal control system system  enhance  a  true  reflection of organization activities as presented in the financial statement?
1.4    OBJECTIVE OF THE STUDY
The overall purpose of this research work is to Effect of internal control system system  system on performance of organization  
A well defined organizational structure helps management to run the business in an orderly manner. This enhance operational and efficiency, which is the important features of internal control system system .
Specifically, this research work stands to achieve the following objective.
1. To determine the impact of internal control system system  system to proper use of organizations funds and assets.
2. To ascertain whether perpetration of fraud and losses of Revenue in an organization are as a result of weakness in internal control system system  system.
3. To ensure whether a true reflection of organizational  activities are presented in financial statement where there is an active observation of internal control system system  measures.
1.5 RESEARCH  HYPOTHESIS
This research is undertaken on the basis of the following hypothesis.
HYPOTHESIS ONE (1)
Ho:	internal	control	measure	does	not	ensure	proper	use	of organizations funds and assets.
Hi: Internal control system system  measure ensures proper use of organization funds and assets.
HYPOTHESIS  TWO  (2)
Ho: Fraud perpetration and losses of revenue in an organization are not as a result of weakness in the internal control system system  system.
Hi: Fraud perpetration and losses of Revenue in an organization are as a result of weakness in the internal control system system  system.
HYPOTHESIS THREE (3)
Ho:	internal	control	does	not	ensure,	a	true	reflection	of	an organizational activities as presented in financial statement
Hi: Internal control system system  ensures a true reflection of an organizational activities as presented in financial statement.
1.6   SCOPE OF STUDY
The effect of a good internal control system system  system aids management effectiveness in its organization. This research will specifically Focus attention on the activities of organizations in Nigeria and due to the logical point that not every organization can be studied, this research is therefore limited to the Nigeria Bottling Company.  The focus of this research is to show  the  impact  of  a  good  internal control system system  system in the performance of organization Financial management.
1.7   LIMITATION OF THE STUDY
The major constraints in this  study  include  the  conservating  nature of organization 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.  Respondent  may also exaggerate important information in order to give their organization a positive credit for fear of what seem an invasion into the organization’s privacy. Time and finance is also a limiting factor.
1.8    DEFINITION OF TERMS
The following terms have been used in the course of  this  research work and as such need to be explained. They were as stated below:
INTERNAL CONTROL SYSTEM SYSTEM  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.”
CONTROL Is an exercise performed in the  present  to  achieve  a plan drawn up for the future.
MANAGEMENT It is defined as  the process of planning, organizing co-ordinating 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.
AUDIT This comes from a Latin word “AUDIRE”meaning to hear in other words it means official examination of account and records.






CHAPTER TWO
LITERATURE REVIEW 
2.1  INTRODUCTION
The chapter takes a critical look on the nature and circumstance of internal control system system , the review of related literature in a research study is a search for the discovery of existing information on a given research problem. It sets the current research into perspective to show “the state of the art” a literature review must be done in a con text of the research problem.
In this study, related literature that highlight properly internal control system system  system will be reviewed to enable and enhance our understanding of the research work so that the intended aims and objectives of the research can be met.
2.2     CONCEPTUAL FRAMEWORK
Internal control system operates at different levels of effectiveness. The dependent variable is the financial reporting quality which was measured regarding consistency with international financial reporting guidelines and dependability for it's motivation.
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2.2.1     Concept of  Control Environments

The control environment is the foundation on which an effective system of internal control system is built and operated in an organization that strives to (1) achieve its strategic objectives, 
(2) provide reliable financial reporting to internal and external stakeholders, 
(3) operate its business efficiently and effectively, 
(4) comply with all applicable laws and regulations, and 
(5) safeguard its assets. 
Part of the blame for the 2008 financial crisis and other prominent failures of the 21st century can be appropriately attributed to failures in the control environment. Control environment factors include the integrity, ethical values and competence of the entity’s people; management’s philosophy and operating style; the way management assigns authority and responsibility, and organizes and develops its people; and the attention and direction provided by the board of directors.” (John, 2011).

2.2.2    Concept of  Risk Assessments

As stressed in the definition, internal control system can provide only reasonable assurance that the objectives of the organization are being achieved. Risk assessment is as a component of internal control, plays a key role in the selection of the appropriate control activities to undertake. It is the process of identifying and analyzing relevant risks to the achievement of the entity’s objectives and determining the appropriate response. Consequently, setting objectives is a precondition to risk assessment. Objectives must be defined before management can identify the risks to their achievement and take the necessary actions to manage those risks. That means having in place an ongoing process for evaluating and addressing the impact of risks in a cost effective way and having staff with the appropriate skills to identify and assess the potential risks. Internal control system activities are a response to risk in that they are designed to contain the uncertainty of outcome that has been identified. . (Jesse, 2012).

2.2.3    Concept of  Control Activities

Control activities are to make management instructions designed could be effective implementation of various policies and procedures. Control activities can help enterprises to ensure that it has already took measures to reduce a loss according to realization the goal of the enterprise. From the point of daily business activities, control activities including authorized management. It refers to that the manager decentralize powers his subordinate to make them have the right to address the problem and make a choice and share corresponding responsibility. This refers to define the authority and responsibility according to the principle of combining functions of department and it’s characteristic. Business process is the procedure of all the business. An operation procedure is to say how to operate of every matter in detail. (Brian, 2013).

There are the policies and procedures that help ensure that management directives are carried correctly and in a timely fashion. These involve control activities such as performance reviews, information processing, physical controls, and segregation of duties, these activities are implemented by management to ensure accomplishment of organizational objectives and the mitigations of risk. The control activities are the instructions, rules, methods and decisions established over various activities by management to prevent or reduce risks that affect the organization in achieving its objectives. Control activities occur at all levels and functions of the entity. They include a wide range of activities such as approvals, authorizations, verifications, reconciliation, performing reviews, maintenance of security and the creation and maintenance of related records which provide evidence of execution of these activities as well as appropriate documentation. (Ofori, 2011).

2.2.4   Concept of  Organizational performance

In general, the concept of organizational performance is based upon the idea that an organization is the voluntary association of productive assets, including human, physical, and capital resources, for the purpose of achieving a shared purpose. Those providing the assets will only commit them to the organization so long as they are satisfied with the value they receive in exchange, relative to alternative uses of the assets. As a consequence, the essence of performance is the creation of value. So long as the value created by the use of the contributed assets is equal to or greater than the value expected by those contributing the assets, the assets will continue to be made available to the organization and the organization will continue to exist. Therefore, value creation, as defined by the resource provider, is the essential overall performance criteria for any organization. How that value is created is the essence of most empirical research in management. Conversely, how that value is measured is the essence of this research (Carton, 2004).
2.3   THEORETICAL FRAMEWORK
Internal controls are policies and procedures put in place to ensure the continued reliability of accounting systems. Accuracy and reliability are paramount in the accounting world. Without
accurate accounting records, managers cannot make fully informed financial decisions, and financial reports can contain errors. Internal control system procedures in accounting can be broken into
seven categories, each designed to prevent fraud and identify errors before they become problems.
2.3.1    THE AGENCY THEORY
According to the agency theory, a firm consists of a nexus of contracts between the owners of economic resources (the principals) and managers (the agents) who are charged with using and controlling those resources (Jensen and Meckling, 1976). The theory posits that agents have more information than principals and that this information asymmetry adversely affects the principals‟ ability to monitor whether or not their interests are being properly served by agents.
As such, the theory describes firms as necessary structures to maintain contracts, and through firms, it is possible to exercise control which minimizes opportunistic behavior of agents (Jensen 11 and Meckling, 1976). According to the theory, in order to harmonize the interests of the agent and the principal, a comprehensive contract is written to address the interest of both the agent and the principal. The agent-principal relationship is strengthened more by the principal  employing an expert and systems (auditors and control systems) to monitor the agent (Jussi and Petri, 2004).
Further the theory recognizes that any incomplete information about the relationship,
interests or work performance of the agent described could be adverse and a moral hazard. Moral hazard and adverse selection impact on the output of the agent in two ways; not possessing the requisite knowledge about what should be done and not doing exactly what the agent is appointed to do. The agency theory therefore works on the assumption that principals and agents act rationally and use contracting to maximize their wealth (Jensen and Meckling, 1976). This theory is applicable to this study simply because internal control system is one of many mechanisms used in business to address the agency problem by reducing agency costs that affects the overall performance of the relationship as well as the benefits of the principal (Payne, 2003; Abdel-Khalik, 1993). Internal control system enhances the provision of additional information to the principal (shareholder) about the behavior of the agent (management) reduces information asymmetry and lowers investor risk and low revenue.
2.3.2 ATTRIBUTION THEORY
Attribution theory is a social psychology theory that explores how people interpret events and behaviors and how they ascribe causes to the events and behaviors. According to Schroth and Shah (2000), studies using attribution theory examine the use of information in the social environment to explain events and behaviors. Reffett (2007) asserts that when evaluators believe comparable persons would have acted differently in a given circumstance, they (evaluators) tend to attribute responsibility for an outcome to the person. On the other hand, when evaluators believe comparable persons would have acted similarly, the evaluators tend to attribute responsibility for the outcome to the situation. According to Wilks and Zimbelman (2004), the first case refers to internal or dispositional attributions while the second one refers to external or situational attributions.
Earlier literature shows that people are inclined to attribute others behavior to dispositional tendencies and to attribute their own behavior to situational circumstances (Wilks and Zimbelman, 2004; Schroth and Shah, 2000). Often, this is when the observed behavior is negative. Consequently, evaluators are expected to infer the failure to detect internal control system on revenue generation as a dispositional tendency on the auditor‟s part which concludes that auditors are negligent. Bonner et al. (1998) found that auditors are more likely to be sued when they fail to detect common misappropriations that would result to decreased revenues, and the evaluators believe that the fraud could have been detected by other auditors. The auditor‟s
accountability for detecting fraud is extended by Reffett‟s (2007) study which predicted that auditors are more likely to be held accountable by evaluators when the auditors fail to detect fraud after they had identified the fraud occurrence as a fraud risk. The result of Reffett‟s study shows an increase in auditors‟ liability when an audit fails, after the auditors had identified the perpetrated fraud as a fraud risk and performed procedures to investigate the identified fraud risk. The findings support Reffett‟s prediction.
Attribution theory thus advocates for auditors to report on the effectiveness of firms‟
internal control. Auditors are therefore expected to gain a better understanding of the internal controls in place, assess the design and implementation of the internal controls, and test the
operating effectiveness of the internal controls. This is deemed necessary for the auditors‟ reliance and possibly scaling back of other substantive audit procedures for the required revenue generation. According to Bonner et al. (1998), evaluators can use the audit processes as a basis to determine negligence if auditors fail to detect internal control system related fraud that may occur. The attribution theory suggests that when fraud occurs, identified parties should be held accountable and auditors, being the “public watch dogs” are most likely to be held accountable if evaluators determine substandard audit services were provided (Reffett, 2007).
2.3.3.   RELIABILITY THEORY
Reliability theory simply describes the probability of a system completing its expected function during an interval of time (Gavrilov and Gavrilova, 2001). It was originally a tool used to help nineteenth century maritime insurance and life insurance companies in computing profitable rates to charge their customers. According to the reliability theory, an internal control system system comprises of components that are interrelated and each for component, there needs to be a defined measure of success. As such, the state of a component is determined by whether the component is „successful‟ or „not successful‟. The reliability of a component is defined as the probability of the component being found in the „success‟ state. In addition, the reliability of the entire internal control system system is a binary combination with two possible values, „success‟ and „failure‟. This study considered the part of the reliability theory which relates the internal control system system to component reliabilities.
The tractability of reliability theory to the evaluation and design of internal control
systems have appeared in the professional literature but no applications have been reported that draw upon the substantial power of the theory of reliability (Kinney, 2000). The two potential users of the reliability theory are the external auditor and organization management. Kinney (2000) states that; during the external audit, evidence is gathered to support a professional opinion. Internal control system systems have a primary purpose of assessment and control of risks; that a material error was not be prevented or detected on a timely basis by the system leaving to losses. Weak internal control system systems result in more substantive work and hence greater cost. According to Gavrilov and Gavrilova (2001), the determination of the "weakness" of any
internal control system system is primarily judgmental. Upon the formulation of the process and system reliability estimates, comparison with data from the organization‟s past performances or other firms may provide a more solid basis for judgment of the impact of an internal control system system on the firm‟s income risk and hence provide for more rational allocation of the auditor's time and effort. Messier Jr. and Austen (2000) state that one of the primary advantages of the reliability theory is its close relationship to the auditor's needs regarding understanding the internal control
system and control risk assessment.
According to Stratton (2007), recent developments have increased the value to
management of objective methodologies for the evaluation of internal control system systems. Firm managers are there-fore required to assure the accuracy of these systems. Stratton (2007) also adds that the process of evaluation of the internal control system system by both management and external auditors is judgmental in nature. However, the few attempts at modelling internal control system systems have not been implemented by firms due to the lack of realism, difficulty of modelling behavioural systems, lack of cost effectiveness, and lack of understanding by practitioners.
Internal Controls Systems And Organization Performance
According to Hayes et al., 2005 internal control system comprises five components; the control environment, the entity‟s risk assessment process, the information and communication systems, control activities and the monitoring of controls.
The additional components of the internal control system systems will be held steady. Gupta
(2001) drawing from Statements of Standard Auditing Practices No. 6 (SAP 6) define Internal control system as “the plan of organization and all the methods and procedures adopted by the management of an entity to assist in achieving management objectives of ensuring as far as practicable, the orderly and competent perform of its production, including observance to  organization policy, the protection of assets, prevention and detection of fraud and error, the  accuracy incompleteness of accounting records and the timely preparation of reliable financial information”. It is so value note from the above that; suitably instituted systems of internal  control will ensure; completeness of all transactions undertaken by an entity, that the entity‟s assets are protected from stealing and misuse, that transactions in the financial statements are stated at the suitable amounts, that all assets in the company‟s financial statements do exist,
that all the assets presented in the company‟s financial statements are recoverable and that the entity‟s transactions are presented in the appropriate manner according to the applicable reporting framework (ACCA- Audit and Assurance Services)Internal control system is the term usually used to explain how management assures that an organization does gather its financial and  other objectives. Internal control system systems not only give to managerial effectiveness but are also significant duties of corporate boards of directors. (Verschoor; 1999).Hitt, Hoskisson, Johnson,  and Moesel (1996) argued that there are two types of major internal controls associated with the
management of big firm, mainly diversify firms, which have an significant outcome on firm improvement, these are; strategic controls and monetary controls. Intentional controls involve the use of long-term and strategically relevant criteria for the evaluation of business-level  managers' actions and performance. Strategic controls emphasize largely subjective and sometimes intuitive criteria for evaluation (Gupta, 1987). The use of strategic controls requires that corporate managers have a deep understanding of business-level operations and markets.
Such controls also require a rich information exchange between corporate and divisional managers (Hoskisson, Hitt, & Ireland, 1994).On the other hand, financial controls entail objective criteria such as return on investment (ROI) in the evaluation of business-level managers' performance. They are similar to what Ouchi (1980) and Eisenhardt (1985) referred  to as outcome controls. Thus, top-level managers set up financial targets for each business and determine the business-level managers' performance against those targets. Such an approach  can be difficult when the degree of inter reliance among business units is high. Thus, emphasis on financial controls requires each separation's performance to be mainly independent.
As a firm grows especially through acquisition, it also grows in complexity and the
number of units that corporate executives must oversee and manage (thereby increasing their spans of control). Clearly, each acquisition increases corporate managers' need for information processing, sometimes dramatically so. These changes make it difficult for corporate managers to use strategic controls. To reduce information-processing demands, they may change their  emphasis from strategic to financial controls (Michael A. Hitt, et al).
The three major categories of management objectives comprise; effective operations,
financial reporting and compliance (Hayes et al., 2005). Effective operations are about
safeguarding the assets of the organization. The physical assets like cash, nonphysical assets like receivables, important documents and records of the company can be stolen, misused or accidentally destroyed unless they are protected by adequate controls. The goal of financial control requires accurate information for internal decision because management has a legal and  professional responsibility to ensure that information is prepared fairly in accordance with applicable accounting standards. Organizations are equally required to comply with many laws and regulations including company laws, tax laws and environment protection laws.
2.4   EMPIRICAL REVIEW 
Mawanda (2008) conducted a research on effects of internal control system on financial performance in institution of higher learning Uganda. In his study he investigated and sought to establish the relationship between internal control system systems and financial performance in an Institution of higher learning in Uganda. Internal controls were looked at from the perspective of  Control Environment, Internal Audit and Control Activities whereas Financial performance  focused on Liquidity, Accountability and Reporting as the measures of Financial performance.
The Researcher set out to establish the causes of persistent poor financial performance from the perspective of internal controls. The study established a significant relationship between internal control system system and financial performance. The investigation recommends competence profiling in the Internal Audit department which should be based on what the University expects the internal audit to do and what appropriate number staff would be required to do this job. The study therefore acknowledged role of internal audit department to establish internal controls
which have an effect on the financial performance of organizations.
Using the analytical approach and focusing on control activities and monitoring, Barra (2010) investigated the effect of penalties and other internal controls on employees‟ propensity to be fraudulent. Data was collected from both managerial and non-managerial employees. The results showed that the presence of the control activities, separation of duties, increases the cost of committing fraud. Thus, the benefit from committing fraud has to outweigh the cost in an environment of segregated duties for an employee to commit fraud. Further, it was established that segregation of duties is a “least-cost” fraud deterrent for non-managerial employees, but for managerial employees, maximum penalties are the “least-cost” fraud disincentives. The results
suggest the effectiveness of preventive controls control activities such as segregation of duties is dependent on detective controls.
Ewa and Udoayang (2012) carried out a study to establish the impact of internal control system design on banks‟ ability to investigate staff fraud and staff life style and fraud detection in Nigeria. Data were collected from 13 Nigerian banks using a four point likert Scale questionnaire and analyzed using percentages and ratios. The study found that Internal control system design  influences staff attitude towards fraud such that a strong internal control system mechanism is deterrence to staff fraud while a weak one exposes the system to fraud and creates opportunity for staff to commit fraud.
Kakucha (2009) evaluated the level of effectiveness of internal controls of enterprises
operating in Nairobi. The study was quantitative and was conducted between September 2007 and June 2009 using a sample of 30 small businesses as listed in the National Social Security Fund (NSSF) Register of Kenya. Primary data was collected from the managers of the small business using interviews and examination of documents pertaining to internal controls. The study established that there are deficiencies in the systems of internal controls, with the degree of deficiencies varying from one enterprise to another. The components of internal control system that were missing in most businesses surveyed were: firstly, risk analysis, and secondly lack of
proper flow of information.
In addition, the study established that the sample population had limited awareness of
what constituted an effective system of internal control. The study also found that there is a negative relationship between the age of an enterprise and the effectiveness of its system of internal control system while a negative correlation between the resources held by an enterprise and its internal control system system weaknesses exists. The recommended that these was need to enlighten the operators of small business of what constitutes an efficient and effective system of internal control system through forums and seminars. 
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[bookmark: _TOC_250018]3.1   AREA OF STUDY

In this chapter, issues that would be discussed are as follows: Research design, area of the study, population of the study, sample size and sampling technique, instrument of data collection, validity and reliability of the instrument and method of data analysis.
3.2 [bookmark: _TOC_250017]  RESEARCH DESIGN

For the purpose of carrying out a good analysis and reaching a reasonable conclusion, data are been collected from various sources either through the primary source and secondary source using questionnaires and interview guides and analysis of documents.
[bookmark: _TOC_250014]3.3   POPULATION OF THE STUDY

This research was only limited to the employees of Niger river basin development authority The population of this study which consist of over 2,000 workers but the target population of this work consists of 500 staff which is made up of Accountants, Directors, External Auditors and Managers and other stakeholders put together.
[bookmark: _TOC_250013]3.4 SAMPLE SIZE AND SAMPLING TECHNIQUE

Sample is a small or selected group used to represent the  whole by the researcher to collect and gather adequate information. The sample size that will be used to represent the whole population (i.e the sampling size will be 222)will be determined using the Yaro Yamane as it would not be easy to use the entire population.
The “Yaro Yamane” Formula is as stated below n       =	N
1 +  N(e)2

Where

n	=	Sample size

N	=	Finite population/ Total population

1	=	Constant

E	=	Level of significance taken to be 0.05


n	=	500

1+500(0.05)2

n	=	500

1+500(0.0025)

=	222




[bookmark: _TOC_250016]3.5  SOURCES AND METHOD OF DATA COLLECTION 

Data used for this research work were collected mainly from both primary and secondary sources.
· Primary source: The primary data used for this work were gotten through questionnaire and oral interview which was administered to the respondent.
· Secondary Source: The secondary data was gotten from textbooks, journals, newspapers, magazines and bulletin.
3.6   INSTRUMENT  FOR DATA COLLECTION 

The instruments used for the purpose of the study are oral interview and questionnaire.
Oral interview has to do with asking of question so  as  to gather as many information as possible. The questionnaire issued contains certain questions which are in accordance with the research work and the research hypothesis and are framed in a way that it would not be misunderstood by the respondent.
[bookmark: _TOC_250011]3.7    TECHNIQUES F OR DATA ANALYSIS

In this study, questionnaires issued was returned and analyzed based on simple percentage. A parametric statistical tool regression
co-efficient analysis was used to test hypothesis in accordance with the research work.
It was adopted for this research because it shows the relationship between internal control and its impact on the financial management of an organization.
Z-table was used for comparison between calculated values of significance of b. The simple percentage method makes use of the above formula.
n	x 100
N	1

Where:

n	=	Actual or amount obtained

N	=	Total number or amount expected

100  =	Percentage

The regression co-efficient method is stated thus: b	=	X1Y1 – nxy
X12 – nX2

a	=	Y –bX Where:

	b
	=
	slope of the line or the gradient

	Y
	=
	variation of x in regression line

	X
	=
	a given value

	XIYI
	=
	The score of the respondent population

	

XY
	=
	Mean score of the respondent population



X2	=	Variance of score X Y2	=	Variance of score Y
n	=	Number of respondent 
a = relationship of X and Y
To determine the relationship the above formula is used Y	=	a + b
 (
=
 
See

x
2
1
-
 
n
 
x
2
)Sb


Where See =	the standard error of estimate

 (

Y
1
2
-
a

Y
1
-b

x
1
Y
1
)See	=
n - 2

After sb has been calculated, the Z-test would be used. Z	=	b
Sb























[bookmark: _TOC_250010]CHAPTER FOUR

[bookmark: _TOC_250009]DATA PRESENTATION AND ANALYSIS

[bookmark: _TOC_250008]4.1     PREVIEW

This chapter is concerned with presentation, analysis and interpretation of data tested with regard to the hypothesis stated in chapter one to determine either the rejection or acceptance of Ho hypothesis
4.2 RESPONDENTS CHARACTERISTICS AND CLASSIFICATIONS
Demographic Information 
The study aimed to establish the demographic information about the respondents. The study used this demographic information based on the study finding on the experience of the respondents according to their gender without bias and familiarity of the respondents to the demographic information that the study sought.
Gender of the Respondents
The gender distributions of the study included male and female as shown in table 4.1 as follows;
 Table 4.1: Gender of the Respondents
	Gender
	Number of Respondents
	Percentage (%)

	Male
	122
	55

	Female
	100
	45

	Total
	222
	100


Source: Research data, (2023) 
The study required to determine the gender of the respondent whereby the questionnaires requested the respondent to indicate his or her gender, the study found that majority of the respondents as shown by 122 (55%) were males and 100 (45%) of the respondents were females, which indicate that both genders were involved in this study and the issue of gender bias did not take place during data collection.
Age of the Respondents
The study shown the age distribution in years between 20 and 50 years and above as elaborated in table 4.2;
Table 4.2:      Age of the Respondent
	Age
	Number of
Respondents
	Percentage (%)

	20-29 years
	50
	23

	30-39 years
	60
	27

	40-49 years
	67
	30

	50 years and above
	45
	20

	Total
	222
	100


Source: Research data, (2023) 
The study requested the respondent to indicate their age category, from the findings, 50 (23%) of the respondents were aged between 20 to 29 years, 60 (27%) of the of the respondents indicated they were aged between 30 to 39 years, 67 (30%) of the respondents indicated were aged between 40 to 49 years, whereas 45 (20 %) of the respondents indicated that they were aged above 50 years and above. This study indicates that the ages of the respondents were well distributed according to the respondent’s age.
[bookmark: _bookmark52]Level of Education
The study sought to indicate the respondent’s education level which categorized into different categories such certificate, diploma, degree and master’s degree for the study analysis which indicated in table 4.3;
Table 4.3:	Highest Level of Education
	Level of Education
	Number of
Respondents
	Percentage (%)

	Certificate
	42
	20

	Diploma
	50
	23

	Degree
	60
	24

	Master’s Degree
	70
	33

	Total
	222
	100


Source: Research data, (2023) 
The research finding in table 4.3, each respondent indicates his or her highest level of education from the findings for study analysis. It was established that 42 (20%) of the respondent indicated their highest level education as certificates, 50(23)% of the respondent indicated their highest level as institution, university or college diploma, 60 (24%) of the respondents indicated their highest level of education as university degree holder, whereas 70 (33%) of the respondents indicated their highest level as second degree or master’s degree holder. 
Length of services in the organization.
The study sought to determine the length of services in the organization which distributed between 0 up to 21years and above as narrated in table 4.4 as follows;
Table 4.4: Length of service in the organization
	Years	of	services	in	the
Organization
	Number of
Respondents
	Percentage (%)

	0-5 years
	60
	33

	6-10 years
	50
	25

	11-15 years
	45
	21

	16-20 years
	37
	14

	21 years and above
	30
	7

	Total
	222
	100


Source: Research data, (2023) 
From the findings most 60 (33%) of the respondents had worked in the institution for a period of 0-5 years, 50 (25%) the respondents worked for a period of between 6-10 years, 45 (21%) had worked for a period of 11-15 years, 37 (14%) had served for Niger river basin development authority for a period of 16-20 years, and lastly, 30(7%) served in the institution for 21 years and above. 

4.3  PRESENTATION  AND ANALYSIS OF DATA

In this section, the responses to questionnaire are presented and analyzed using the simple percentage for comparison. The presentations and analysis are as stated below.
Questionnaire I

Internal control measures ensure proper use of organizational fund and assets.

Table 4.2.1

	Respondent
	Strongly Agree
	Disagree
	Total
	% of
agreement
	% of
disagreement

	Accountant
	13
	18
	33
	45
	55

	Director
	20
	14
	34
	59
	41

	External
auditor
	29
	16
	45
	64
	36

	Manager
	7
	14
	21
	33
	67

	Stakeholder
	44
	45
	89
	49
	51



Questionnaire 2

A true reflection of organizational activities is presented in financial statement through the performance of internal control.
Table 4.2.2

	Respondent
	Strongly Agree
	Disagree
	Total
	% of
agreement
	% of
disagreement

	Accountant
	17
	16
	33
	52
	61

	Director
	18
	16
	34
	53
	50

	External
auditor
	30
	15
	45
	67
	42

	Manager
	10
	11
	21
	48
	38

	Stakeholder
	45
	44
	89
	51
	49


Questionnaire 3

Perpetration of fraud and losses of revenue in an organization is as a result of weakness in the internal control system.
Table 4.2.3

	Respondent
	Strongly Agree
	Disagree
	Total
	% of
agreement
	% of
disagreement

	Accountant
	13
	20
	33
	39
	61

	Director
	17
	17
	34
	50
	50

	External
auditor
	26
	19
	45
	58
	42

	Manager
	13
	8
	21
	62
	38

	Stakeholder
	45
	44
	89
	51
	49





Questionnaire 4

Segregation of duties among the employees of an organization could improve financial management

Table 4.2.4

	Respondent
	Strongly Agree
	Disagree
	Total
	% of
agreement
	% of
disagreement

	Accountant
	19
	14
	33
	58
	42

	Director
	15
	19
	34
	44
	56

	External
auditor
	22
	23
	45
	49
	51

	Manager
	16
	5
	21
	76
	24

	Stakeholder
	78
	11
	89
	88
	12



Questionnaire 5

The internal control system has significant impact on the financial management of an organization
Table 4.2.5

	Respondent
	Strongly Agree
	Disagree
	Total
	% of
agreement
	% of
disagreement

	Accountant
	21
	12
	33
	64
	36

	Director
	14
	20
	34
	41
	59

	External
auditor
	20
	25
	45
	44
	56

	Manager
	12
	9
	21
	57
	43

	Stakeholder
	80
	9
	89
	90
	10




Questionnaire 6

Document verification enhances financial management

Table 4.3.6

	Respondent
	Strongly Agree
	Disagree
	Total
	% of
agreement
	% of
disagreement

	Accountant
	22
	11
	33
	67
	33

	Director
	29
	5
	34
	85
	15

	External
auditor
	41
	4
	45
	91
	89

	Manager
	19
	2
	21
	90
	95

	Stakeholder
	55
	34
	89
	62
	38



Questionnaire 7

Internal checks and balances enhance financial management

Table 4.2.7

	Respondent
	Strongly Agree
	Disagree
	Total
	% of
agreement
	% of
disagreement

	Accountant
	28
	5
	33
	85
	15

	Director
	18
	16
	34
	53
	47

	External
auditor
	44
	1
	45
	98
	22

	Manager
	17
	4
	21
	81
	19

	Stakeholder
	88
	1
	89
	99
	1




Questionnaire 8

Independent appraisal of internal control measured by an external auditor would improve financial performance and  management  of your organization.
Table 4.2.8

	Respondent
	Strongly Agree
	Disagree
	Total
	% of
agreement
	% of
disagreement

	Accountant
	29
	4
	33
	88
	12

	Director
	12
	22
	34
	35
	65

	External
auditor
	40
	5
	45
	89
	11

	Manager
	6
	15
	21
	29
	71

	Stakeholder
	59
	30
	89
	66
	34



Questionnaire 9

A well known documented procedure for dealing with non-financial transaction in organization enhances financial management.





Table 4.2.9

	Respondent
	Strongly Agree
	Disagree
	Total
	% of
agreement
	% of
disagreement

	Accountant
	23
	10
	33
	70
	30

	Director
	12
	22
	34
	35
	65

	External
auditor
	39
	6
	45
	87
	13

	Manager
	3
	18
	21
	14
	86

	Stakeholder
	79
	10
	89
	89
	11




4.4  TESTING OF HYPOTHESIS

The hypotheses were tested using data collected from questionnaire distributed.
HYPOTHESIS ONE

Ho:	Internal	control	measure	does	not	ensure	proper	use	of organizations fund and asset.
HI: Internal control measure ensures proper use of organization fund and asset.

	Respondent
	X1
	Y1
	2
X1
	X1y1
	2
Y1

	Account
	15
	18
	225
	270
	324

	Director
	20
	14
	400
	280
	196

	External
Auditor
	29
	16
	841
	464
	256

	Manager
	7
	14
	49
	98
	196

	stakeholder
	44
	45
	1936
	1980
	2025

	
	x1-115
	y1-107
	X12-3451
	Ex1Y1-3092
	Y12 – 2997
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Z =	b	=	0.78	=2.6
Sb	0.30

Critical Z-table at 3 degree of 5% level of significance for two tailed test is ± 0.9989.
Decision

2.6 > 0.9989

Since 2.6 is  greater  than  0.9989,  therefore  we  reject  Ho  which states that internal control measure does not ensure proper use of organization fund and asset.
HYPOTHESIS TWO

Ho: Fraud perpetration  and  losses  of  Revenue  in  an  organization are not as a result of weakness in the internal control system.
HI: fraud  perpetration  and  losses of  Revenue  in an organization are as a result of weakness in the internal control system.
	Respondent
	X1
	Y1
	2
X1
	X1y1
	2
Y1

	Account
	13
	20
	169
	260
	400

	Director
	17
	17
	289
	289
	289

	External
auditor
	26
	19
	676
	494
	361

	Manager
	13
	8
	169
	104
	64

	stakeholder
	45
	44
	2025
	1980
	1936
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	Y1-108
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Critical z-table at 3 degree of 5% level of significance to two tailed test is	± 0.9989
Decision

3.9 > 0.9989

Since 3.9 is  greater  than  0.9989,  therefore  we  reject  Ho  which states that fraud perpetration and losses of revenue in an organization are not as a result of weakness in the internal control system.
HYPOTHESIS THREE

Ho:	Internal	control	does	not	ensure	a	true	reflection	of	an organizational activities ad presented in financial statement.
HI: Internal control ensures a true reflection of an organizational activity as presented in financial statement.


	Respondent
	X1
	Y1
	2
X1
	X1y1
	2
Y1

	Account
	17
	16
	289
	272
	256

	Director
	18
	16
	324
	288
	256

	External
auditor
	20
	25
	400
	500
	625

	Manager
	10
	11
	100
	110
	121

	stakeholder
	45
	44
	2025
	1980
	1936
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2
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2
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Critical t-table at 3 degree of 5% level of significance for two tailed test is	± 0.9989
Decision

8.7 > 0.9989

Since 8.7 if greater than 0.9989, therefore we reject Ho which states that internal control does not ensue a true reflection of an organizational activities as presented in financial state









[bookmark: _TOC_250006]CHAPTER FIVE

SUMMARY	OF	FINDINGS,	RECOMMENDATION	AND CONCLUSION
[bookmark: _TOC_250005]5.1    SUMMARY OF FINDINGS

Based on the data collected, analyzed and tested in chapter four, the following findings were made as summarized below:
· Internal control measures ensure proper use of organizational fund and assets.
· Perpetration of fraud and losses of revenue in an organization are as a result of weakness in the internal control system.
· A true reflection of organizational activities is presented in financial statement through the performance of internal control.
In accordance  with  the  findings,  recommendation  and  conclusion are made to ensure the effectiveness of internal control to management functions.
[bookmark: _TOC_250004]5. 2   CONCLUSION

The financial management of any organization can be measured by the standard or the effectiveness of the internal control system and as well as the policies implemented by the management. A well-


managed business entity will not only attract interest of outsiders but will also retain the zeal of the existing owners and users of the financial information. It is a tool which is not just desirable in a large enterprise, but a necessity condition to her survival.
Therefore in conclusion, it will be said that the financial management of any  organization cannot  do  without internal control as true and fair presentation of financial statement may never be possible if the board and senior management are not committed to providing a well planned internal control system. However it suffices to state that an adequate system of internal control is the one that is economical and effective in respect of the resources, size and nature of the business. It is therefore obvious that no matter the size of the company, control is necessary.
[bookmark: _TOC_250003]5.3      RECOMMENDATION

The role, responsibilities and procedures to be adopted by the management, internal audit department as well as the account department to the overall management of an organization should be focused on ensuring the safety of the assets and soundness of their operations.
· Management should ensure that there are adequate organizational controls and that each staff knows his duties and equally ensures effective segregation of duties.
· The internal audit department/unit should be assessed regularly in order to ensure the effectiveness and efficiency of the accounting and internal control system also to ensure that the risk of irregularities is minimized.
· The internal control system should be remolded and strengthened to position the staff in carrying out their duties


efficiently and effectively and at the same time evaluated periodically to strengthen its weaknesses in the organization.
· Finally, the management of the organization should be reviewed periodically so as to cope with modern trends in organizational fraud prevention.
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APPENDIX
 
Department	of Accountancy 
  			         Institute of Finance and 							Management Studies,
 	  			 	Kwara State Polytechnic, 
				  	Ilorin.
Dear Respondent,
	We are final year students of the aforementioned department, carrying out a research on the topic: Effect of internal control system on performance of organization  
This is in partial fulfillment for the award of Higher National Diploma (HND) in Accounting 
	Kindly fill the attached questionnaire and I be assured that all information given will be treated with utmost confidentiality.
	Thank you for your co-operation.

								Yours faithfully,
							________________________
							Ishola dorcas oluwaferanmi













QUESTIONNAIRE

Please, supply the answers to the below question by ticking in the appropriate box.
PART A.

1. Gender of the respondent

	a) Male
b) Female
2. Age of the respondent
	[
[
	]
]

	a) 20-29 years
	[
	]

	b) 30-39 years
	[
	]

	c) 40-49 years
	[
	]

	d) 50 years and above
	[
	]

	3. Your highest level of education

	a) Certificate
	[
	]

	b) Diploma
	[
	]

	c) Degree
	[
	]

	d) Master’s Degree
	[
	]


4. Length of service in the organization
	a) 0-5 years
	[
	]

	b) 6-10 years
	[
	]

	c) 11-15 years
	[
	]

	d) 16-20 years
	[
	]

	e) 21 years and above
	[
	]



PART B

1. Internal control ensures proper use of organization fund	and assets?
Strongly Agree	Disagree

2. A true reflection of an organizational activities are presented in financial statement through the performance of internal control
Strongly Agree	Disagree

3. Perpetration of fraud and losses of revenue e in an organization are as a result of weakness in the internal control system.
Strongly Agree	Disagree


4. Segregation of duties among the employees of an organization could improve financial management
Strongly Agree	Disagree

5. The internal control system has significant impact on the financial management of your organization
Strongly Agree	Disagree

6. Documents verification enhances financial management Strongly Agree	Disagree
7. Internal checks and balances enhance management Strongly Agree	Disagree
8. Independent appraisal of internal control measured by an external auditor would improve financial performance and management of your organization
Strongly Agree	Disagree


9. A well documented procedure for dealing with non-financial transaction in an organization enhances financial management.
Strongly Agree	Disagree

