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ABSTRACT

Several studies have been done in the area of internal financial control system
of organisations in countries outside Africa, in Africa and also in Ghana. Such
works posited that a good internal financial control system where there is proper
documentation of financial transactions, direct and indirect control and
preventive controls, helps the organisation to perform well financially. Added
to that, they also ascertained that, there is a direct relationship between financial
performance and good internal financial control mechanisms put in place by the
company. Thus, using a positive paradigm through a descriptive quantitative
method, the study set out to critically examine the internal financial control
system of the:'Komenda'Edina Eguafo Abrem Municipal Assembly. It made use
of the staff of the'Municipal Assembly as its respondents. The study found out
that apart from.a few challenges with the Assembly’s internal financial control
system, it is'doing very well in adhering to all internmal financial control
practices. Again, the study recognised that there isa direct association.between
financial performance and internal financial control practices."However, it came
out. that, the™Assembly-does not provide .enough logistics for financial
monitoring, being one of the important pillars of internal financial control
system. Furthermore, it was discovered that there Is a positive link between the
presence of IFCS and the financial performance of the Assembly. More so, a
good IFCS practices will'help the Assembly to rake in more money to undertake
its projects. In view of that, there were suggestions that adequate logistics must
be provided for proper monitoring of the system to ensure good financial
performance; the revenue unit of the Assembly must be decoupled from the
financial unit for more effective and efficient work, among others.
i
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CHAPTER ONE

INTRODUCTION

The chapter one of the study gives an overview of the entire research
work. It provides brief background of the topic under study, thus ‘Internal
financial - Control  System and.its influence on. the performance of an
organisation. This topic is relevant to current study because, In recent times,
most organisations are unable to meet their financial performance goals. This is
largely due to failure on the part of institutions to implement the right policies
or control measures, do periodic system monitoring and evaluation to make sure
they are on track. Accordingly, people take advantage of the lapses not to do
what they are supposed to do or if for anything at all, do it to their own benefit.
Hence, this study will assess the internal financial control system of Komenda
Edina Eguafo Abrem Municipal Assembly and its impact on the financial
performance of the institution. The chapter included the problem statement,
purpose of the.study, research objectives, significance of the study, and how it
was organized were allincluded in this.chapter.

Background tosthe Study

An internal financial control and audit system always targets bettering
monetary and organisational control capacity of the establishment by regulating
fiscal behaviours that end up in waste, misallocation and misapplication, and
corruption. Whereas general in both the public and the private sector, these
fiscal regulatory tools, to a large extent, have been extensively ignored from the
perspective of devolution in developing countries. In this study, it is contended
strongly that, in order to attain proficiency and usefulness at the local

government programme of devolution, internal monetary regulatory tools must
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be put in place and executed to control fiscal behaviour among workers (Baltaci,
M., Yilmaz, 2012). The idea is to ensure efficiency and effectiveness in its
operations. Added to that, it is key to the discovery and prevention of fraud and
errors; protection of its assets and coming up with accurate, complete and
reliable financial reports. In view of that, this study is timeous and appropriate
to examine the internal financial control measures put in place at MMDASs in
the country.

Njeri (2014) stated that internal control can be put into two categories,
that 1s, inner fiscal control and non-financial (organisational) internal control.
She again mentioned that, inner financial control practice has to do with the
financialmanagement and.pessibly.be shown by cheeks over the company’s
cash receipts and payments and 1ts administration. Conversely, non-financial
internal, has to do with activities that are nen-financially related. This is in
relation to'the company’s managements over workers” unit and its operations,
fixed @assets management as well as controls over code:of conduct.

Historically, internal control system in organisations as a concept has
evolved overithe years. The subject dated way back to the 1900s to about 1936.
Its purpose was to protect assets particularly cash, from'embezzlement or theft
by ‘employees. As,such, audits were conducted copiously and the focus was to
detect fraud and record errors (Mensah, 2000). In their book, Prempeh,
Twumasi, and Kyeremeh, (2015) also discussed the subject of internal financial
control as methods and procedures put in place by an organisations or
institutions to ensure smooth running of its business activities, establish a more
resilient monetary reporting structure, avoiding fraud and ensuring straight

adherence to its principles and rules. They again mentioned that, the purpose
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behind internal fiscal management is to support institutions to appraise, assess
and determine how robust its structures of accountability and efficiency within
the organization are functioning. It again stated that, a good system of internal
financial controls provides the assurance about the integrity of financial
reporting and protection of assets. According to them, in that system, fraud
could easily be detected through its routine checks.

It is-also important to note that, the finances of any institution are
considered its livewire; therefore, its. proper management cannot be
underestimated. In light of that, fiscal controlling comprises monetary
arrangement and monetary decision making. For these two objectives to work
outstandingly, it will largely-depend. on a well-thought=out, implemented and
sustained financial control structures (Prempeh et al., 2015).

The guestion one may ask is, why organisations or institutions must put
measures in place to curtail possible financial linkages and mismanagement in
their'system? To answer that question, Lartey et al., (2017) has this to say: lack
of transparency, fairness, accuracy and truthfulness in financial reporting has
resulted in regulated systems strong enough for any potentialweaknesses in the
financial systems and reporting accounting information:within an organisation,

especially the public sectorof any.country.

In Ghana, the 1992 Republican constitution and its subsequent enacted
Act’s recognise decentralisation as one of the means to achieving the ideals of
democracy, including accountability on the part government and her
sensitiveness to the needs of the people (Armah-Attoh & Norviewu, 2018). It is
for this reason that, Metropolitans, Municipals and District Assemblies

(MMDAS) are financially supported (Common fund and other funds) by central

Digitized by Sam Jonah Library



© University of Cape Coast https://ir.ucc.edu.gh/xmlui

government to undertake developmental projects, support other departments
within the assembly and better the lives of their people. To be able to achieve
all these, the assemblies have the onerous responsibility to manage the resources
put at their disposal very efficiently. This calls for a strong internal control
measures in both fiscal and non-fiscal resources. Hence the need to assess the
internal financial control measures exercised by Komenda Edina Eguafo Abrem
(KEEA) to check the use, maintenance, record keeping system and reporting on
its resources.
Statement of the Problem

The glaring inability of local government authorities to support their
people and. develop theirwareasy.leading to underdevelopment, poverty,
illiteracy, diseases, etc. IS a cause for concern. Interestingly, they have the
onerous responsibility to develop their local areas: the idea behind the

establishment of the MMDA’s.

Accentuating the point, Adu-Gyamfi (2014) stated that according to
Article twe hundred and. forty-five (245) and two_hundred and fifty-two (252)
of the 1992 Constitution and section thirty:(34); (vii-x) of the Local Government
Act, 1993, Acts 462, indicated that.the core responsibilities of the district
assemblies is the total growth of their local areas and making sure that
development plans and budgets are prepared and submitted to central
government on time. From all indications, it is clear that they cannot execute
this work successfully without adequate funds.

With regards to funds, they have at their disposal all the needed
resources they can harness, both material and human, to generate funds

internally, to engender development in their local areas. Aside the assemblies
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generating money from taxes and others, they are also heavily supported by the
central government through the districts assembly’s common fund (DACF) for
their developmental needs, yet underdevelopment, diseases and poverty are
seen everywhere.

Komenda Edina Eguafo Abrem Municipal Assembly is one of the

pedevilled with
d educational
iseases, lack of
°CU, 2016). As

unds (both IGF

better way of

as to avoid a

internal financ a Edina Eguafo Abrem

Municipal Asse

Research Objectives
The main objective of this study is to know the presence and scrutinize

the effectiveness of the internal financial control system of the Komenda Edina
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Eguafo Abrem (KEEA) Municipal Assembly. But, more precisely, the study
sought to:
1. Analyse the nature and quality of internal financial control system
of KEEA Municipal Assembly

2. Explore the impacts of internal financial control on the operations of

ntrol system of

ance.

ollowing:

omenda Edina

H, : the presence and e erwise of an internal financial control
system has no significant impact on the financial performance of an organisation
H,: the presence and effectiveness or otherwise of an internal financial control

system has a significant impact on the financial performance of an organisation
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Hypothesis 11
H, : there is no significant association between internal financial control system
and the financial performance of an organisation

H;: there is a significant association between internal financial control system

and the financial performance of an organisation

Jentifying gaps,
EA Municipal
findings and

es in place to

orsonal  financial

performance ©
approximately
Limitations
The drawbacks of this paper are but a few. The sample size of 50 in
relation to the number of public sector workers in the country is small.

Considering the sample size in relation to the total number of public sector
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workers in Ghana, it therefore not be said with certainty that it is the correct
representation of the total population. This could bias the outcome of the
findings and thereby limit its generalisability. The non-availability of time and

budgetary constraints were some of the variables that influenced the size of the

sample and consequently the reliability of the results.

e first chapter
statement, the
itations of the
which was on
arch objective.

nature of internal

n, samplir
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CHAPTER TWO
LITERATURE REVIEW
Introduction
The review of related literature concerns other researchers’ views on the

topic. This chapter will review different perspectives of internal financial

nto conceptual

from that, the

is based on the

5.own ideas or ing of the cone ated by various

‘researchers. er’s concept erefore touched on various

gement structure as

to elude waste, embezzlement and mismanagement of the company’s assets.
Again, the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) (1992) defined internal management as a process

provoked by a company’s board of directors, administration and other
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personnel, intended to offer sensible guarantee in relation to the achievement of
objective in the usefulness and efficiency of procedures, reliability of financial
reporting system, and adherence to applicable laws and regulations (Asante,
2011). All these concepts indicate that, internal monetary control within an
establishment is managed by board of directors who in turn empowers internal
auditors to make sure that the company’s rules and regulations are followed to
avoid wastage, fraud and conflict of interest.

Added to that, Neeraj Bhagat, and Co. (2012) mentioned that internal
financial control is a system or policies put in place by, or under the control of
an organisation’s executive and the financial officers or other persons playing
the samerole. These policies-and-regulations are implemented by the board of
directors or management or other personnel appointed by the board to provide
the needed.assurance with regards to the credibility of financial reporting and
preparation of financial statement for. external reasons in line with generally
acceptable_accounting principles. This therefore means a company’s policies

and regulations regarding IFC must include:

e The maintenanceof proper andieliablerecords thatreflects transactions
and disposition of assets of the company.

e The assurance that ali“transactions are documented to facilitate the
preparation of financial statements.

According to Stlver-Touch Technologies (2015) the reason for
maintaining an internal fiscal control system is that it helps the management in
discharging its responsibilities. Added to that, it helps in making sure that assets
are not made available to unsanctioned access and use and that transactions are

appropriately documented in the required books. Added to that, it is important

10
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to ensure that resultant financial information is not only reliable, but also
available to all relevant stakeholders in efficient manner as and when required.

Again, with internal control system in place: financial records would be
valid; it would help in having accurate financial data; managers will ensure that
transactions are valued, properly authorized and recorded; helps to avoid errors
at various stages of the recording process; financial dealings are appropriately
categorised and documented at the right time (Prempeh et al., 2015).
Internal Control

Control measures are essential for the Assembly to achieve its goals — a
good financial performance at the long run. Some of the control measures the
Assembly.must institutesshoulds.comprise of, control environment, risk
assessment, control activities, information and communication and monitoring.
Control Environment

This is the number one contour of defence to ameliorate any potential
risk in“any organisation whiles ensuring discipline and structure and not
overlooking technical competence and ethical commitment. This include
integrity, ethical values and technical competence of the workers in the
organisation (Wakida, 2015). Thisis basically about‘organisation structure,
authority and human resouree (HR) policies'being put in place. So, for KEEA
Municipal” Assembly-to.succeed.in-its-financial performance it must have a
robust control environment.

Again, as said by Oyoo, (2014) control environment defines the way the
organisation should function and subsequently controls mindfulness of people.
He also defines control environment as being the overall attitude of the people,

the consciousness and activities of management concerning internal control

11
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measures and their importance. He further added that, the various types of these
control activities which include integrity and ethical values, organizational
principles, directing and controlling operations or a disordered system which
will only work to confuse the key actors by causing unclear responsibilities as
well as assignment of authority and roles and commitment to dexterity.

In one of their books, University of California, (2016) added that, a
sound and robust control environment is the one where knowledgeable and
experienced people who know what to do at what time, the boundaries of the
authorities, well-informed, alert and dedicated to doing the thing and ensuring
that they do it well. Furthermore, they mentioned that, control environment
includes technical know-how-and.ethical commitment; though an intangible
factor, but very effective for internal control.

Risk Assessment

According to Tuan et al., (2016) risk assessment in this context means
the recognition ‘and examination of important riskssrelated to achieving the
purposes of the organisation. Risks on the basis of access, security controls and
identificationyprocedures must be outlined to ensure safety of life and assets. In
this regard, the Assembly must tryto identify the potential risk that may arise
in their effort to achieving'their goals and objectives.

Control Activities

Accordingto Ndungu, (2013) regulatory activities can be defined as the
rules, procedures, and mechanisms passed to guarantee instructions of the
management are appropriately executed. In his paper, Appiah (2012) mentioned
the following as the regulatory activities:

o Top level assessments of real output,

12
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. Evaluations by the executive at the operational or activity level,
. Supervision of the personnel’s value,

. Checks on processing of needed information,

. Management of assets to withstand physical vulnerability,

. Setting up and assessing functional measures and indicators,

activities are the
risks in an

vents are

as far as practicable. uations e segregation of duties seems impossible,

the organisation develops alternative control activities.

Information and Communication
Again, in his paper, Asante (2011) noted that, information and

communication must be recognised, collected and disseminated timeously and

13
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efficaciously and is achieved through this aspect of internal management. This
also comprises transfer of information, record transactions and accountability
for Assets.

Monitoring

Monitoring in this context therefore is seen as the periodic where review
of performance of internal control components are carried out, making sure they
are operating effectively (Asante, 2011). The monitoring activities include,
auditing, supervisory activities and regular management activities. This then
must ensure to realise its targets.

Ndungu (2013) stated that in the concept of internal control, monitoring
plays a crucial.role..Monitoring in this,context«is the process adopted by an
organisation to-assess its internal control structures; to certify that it is
functioning well. This helps managers and the.entire organisation to evaluate
the'quality and the effectiveness of the systems over a period. In.additional to
that, monitoring of the internal management system of the entityprovides a sure
evidence, devoid of prejudice that the outcomes of audits and-other reviews are
reliable. In other wordsymonitoring gives impetus to internal financial control
measures.

Added to that, monitoring is a tool used to measure the performance of
internal regulatory practice of an organisation. This is done through staff
appraisals, self-assessment, peer reviews, general organisational performance
review and audits. Internal control is properly implemented when all the five
sectors (Control Environment, Risk Assessment, Control Activities,
Information and Communication, and Monitoring) of internal control are

present and working effectively as expected (Okelo & Lagat, 2016; Terer,2016).

14
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Control Objective
The main goal of the internal control activities is to attain a maximum
financial performance level.

Control objectives are preferred goals or settings for a particular event

cycle which, if attained, reduces the possibility of waste, loss, unauthorized

physical inventories, and
audits (Appiah,
Preventive Control

Again, according to Appiah (2012) preventive control measures relate
to systems put in place by the organisation to discourage people from not

adhering to procedures and regulations. These are proactive controls that work

15
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to forestall a loss and damage. By way of example, this controls include
separation of responsibilities, good authorisation, up to the scratch record
keeping and physical management of assets.

Compensative Control

These controls are planned to counterbalance eventual deficient controls

ation with an
ist in the office

c systems and

that detective
ave taken place.

cture, discovery

variable is the internal financial control system and the independent variable
will be the financial performance of the KEEA Municipal Assembly.
A good financial control system functions appropriately when some

precise measures are espoused by the authorities of the organisation.

16
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International Accounting Standards (IAS) classifies internal regulation types as
a plan of an entity, where there is segregation of responsibilities, control of
documents, protection of properties, competent staff, good accounting
measures, impeccable record keeping system, excellent monitoring and
supervision, authorisation and supports, vocation and planned task shifting, cost
feasibility, regular and automatic checks (Njeri, 2014). When all these internal
financial control measures work coherently, then the company or the
organisation is bound to achieve its goals and set targets.

According to Okelo et al., (2016) internal control measures in any
organisation serves as its surety that helps in achieving the overall goal and
objectives.of the company:-Also;.internal controlssand procedures prevent
financial errors and many other anomalies through timely monitoring and
evaluation:. This means that, the carrying into action of any institution be it
public or-private is contingent to a very large extent on its internal control
mechanisms.

Okelo, et al (2016) again mentioned that, internal control is the heart and
soul of any entity and also argued that, a strongsinternal control system aids it
to achieve its aims and objective. Therefore, a good .internal control system
helps the organisation to Succeed.in its operations, whereas the reverse is also
true.

Importance of Internal Financial Control System to an Organisation

Management control structure of an establishment is important because
it cut down on the possibility of asset loss and helps to guarantee that planned
information is complete; it’s accurate and timely; that financial reports are

consistent, and that planned operations are carried within the laws and

17
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regulations of the organisation. With a robust internal control system, you will
be assured that your plan will be achieving its financial reporting goals.
However, if it is not good, you have a little or no guarantee at all. Therefore, all
things being equal, an effective internal management structure should protect

your plan in two ways. Firstly, by reducing the likelihood of accidental mistakes

by discovering
2014).

sation

) all the strong
ome challenges
ussed by one
luded that an
0 offer reasonable

@ are trusted records
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ctor is another

that cannot be
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Models of Internal Financial Control System

[ ORGANISATION ]

Internal Control

Objectives
nce and risk

the organisation

already know, are plans put in place by organisations who are aiming to make
sure their objectives, goals, and mission are achieved. From the definition it
could be concluded that, internal financial control is an institution-based affair

where the organisation must institute measure to control its internal affair.

19
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Therefore, from the conceptual review, before an organisation such as
the KEEA Municipal Assembly can attain a good financial performance, it must
put in place all the control measures necessary. Whiles doing that, they must not
lose sight of extraneous variables that could derail their efforts.

The model examines the impact of IC (according to the report of COSO
and Basel) on the performance and risks of local governance system that apply
to KEEA Municipal Assembly based on Ghana’s environmental conditions and
laws.

Impact Assessment of the model

The expected performance of the above model is shown in the next two

(2) models.

Control variables
/ Independent variables \ The level of applying ICin

accordance with Ghana’s laws

| Control Environment |

| Risk Assessment |

Dependent Variables
ROA

— —>
| Control Activities |

| Information and Communication |

K| Monitoring Activities y

Figure 2: Model (1): The tmpact of internal control on‘the financial

performance in the.organisation
Source: Adapted from Tuan-& Hung(2016)

In model one (1) above, IFCS are determined which would be used for
the evaluation of the capability of the control system. Referring to the first
model, internal control is considered as the independent variable in model one
(1). From the model, five (5) independent variables are present. This included

control environment, risk assessment, control activities, information and

20
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communication and monitoring activities that are vital ingredients for a good
internal control (IC) system. Added to that, the control variables are determined
and applied based on the internal control laws of Ghana. Lastly, the dependent
variable is the desired results the municipal assembly (MA) would be expecting,
e.g. returns on assets (ROA) among others.

Control Variables
/ Independent variables \ The level of applying ICin

accordance with Ghana’s laws

| Control Environment |

| Risk Evaluation |

\ 4

| Control Activities | Z-score

Dependent Variables

| Information and Communication |
K| Monitoring Activities u

Figure 3: Model (2): The impact of internal control on the risk of loses in the

organisation
Source: Adapted from Tuan & Hung (2016)
Empirical Review

The research looked at different writings on the subject or topic under
study from different organisations and different gountries across the globe as
presented hereunder. In Muhunyo (2018) studies,regulatory pursuits,
information and. communication as peinters of.internal management structures
have a significant effect on the fiscal performance of the institutions of
advanced learning in Nairobi City County, Kenya. The variables in the study
showed 99.1% of the disparities in monetary performance of the institutions.
The paper again pointed out to the fact that, an increase in the regulatory
environment resulted in 0.96% rise in financial performance of the institutions;
a unit change in risk management practices also resulted in 0.99 increase in

fiscal output of the organisation; a unit boost in regulatory activities translated
21
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to a 0.88 increase in performance of the institutions while a unit rise in the usage
of information and communication systems led to a 0.96 increase in their
monetary performance.

Also, in the concluding part of his studies, Adofo (2015) findings
substantiated the claim made by the Treadway commission of the Committee of
Sponsoring Organizations (COSO), that it is the duty of the authorities to put in
place the needed internal control mechanisms and also the responsibility of the
internal audit department is to assess the effectiveness of the internal control
system. For that reason, the internal audit department often plans out an
important inspection role in the organisation, whereas their superior colleagues
at the “head_offices visit.thesbranches on yearly.basis. The internal audit
department mostly influences the internal control systems. But for a control
system to function effective one person must not.have great influence on the
control policies and procedures set-up by management.

Conceptual Framework

According to. Adom et al., (2018) a conceptual framework is a system
which the researcher believercantbest describe the normal development of the
event to be studied. It spells outthe necessary actions needed in every step of
the'research work, considering the‘tesearcher’s former understanding of other
researcher’s exposition and his observation pertaining to the issue of research.
In other words, conceptual framework is the researcher’s thought on how certain
variables in the study interplay with each other. In this very research, the
variable to study are “internal financial control of KEEA Municipal Assembly”
and financial performance of the KEEA Municipal Assembly. Find below the

researcher’s conceptual framework.

22
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INDEPENDENT VARIABLE DEPENDENT
Internal control VARIABLE
) v Financial Performance
e Control environment o Liquidity
e Internal Audit e Accountability
e Control Activities o Reporting

INTERVENING VARIABLES

e Government policies
e Proper documentation
Staff motivation

ails to attain a positive

Furthermore, whereas, much is being done on control environment and
control activities, only little has been in the area of internal audit. In addition to
that, it has been realised that most of the researchers studied into the broader
subject of internal control system, but only a few of them narrowed their work

to internal financial control system of a firm.
23
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The literatures also revealed that, most of the researches were
institution-specific. In other words, most of the literature showed that majority
of the studies focused on a particular organisation which exhibits a certain
features or substantial weakness in their internal control system to make their

case. More so, most of the studies were unable to reveal the great impact of

at reason, this

the theoretical
ment, Control
and Monitoring

edictors of finangie
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CHAPTER THREE
RESEARCH METHODS
Introduction

According to Grover, (2015) research methods are the means to gather
information from the sample under study. Therefore, this aspect of the study
discussed the various procedures employed to gather the needed data for the
study. These included the research design, study setting, target population,
sample and sampling technique, research instrument, data collection and data
analysis.

Research Approach

Creswell (2014) definedsresearch approachessas plans and measures for
research that extents the steps from broad assumptions t@ comprehensive
methods of data collection, analysis, and interpretation. He again asserted that,
it Is imperative that the researcher states the research approach because it is the
strategy used to ‘increase the validity of a social research.

Again, Creswell (2014) mentioned that, there are basically three main
research approaches. These includes quantitative, qualitative and the mixed
methods. This study made use of the quantitative research approach.

Broadly, quantitative research approach can be defined as the degree of
pragmatism according.to_which_concepts are not only to be justified by the
extent to which they could be tested but also by an application to facts acquired.
Added to that, it is the research approach that finds out about the backgrounds,
reasons and progress of information through observation, nonetheless is
believed to have meaning only in so far as they can be derived (Amaratunga et

al., 2002). Sukamolson (2007) also defined as the quantitative representation

25

Digitized by Sam Jonah Library



© University of Cape Coast https://ir.ucc.edu.gh/xmlui

and manipulation of observations with the mind of describing and explaining
the phenomena that those observations reflect.

The reason for using the quantitative method is to enable the researcher
to be able to specify the what, the where, the when, how much and by what
means in terms of objective measurement, thus in numerical form. Secondly,
since quantitative research method deals with measuring and analysing
variables in order to get results, it would help the researcher achieve answer to
his objectives.

Research Design

It refers the finest plan that are employed to tackle a problem that
involves the combination.ofiotherselements of the.study In @ comprehensible
and logical manner, resulting in solving the problem effectively and efficiently
(Grover, 2015).

Befare choosing the research design for this study, the researcher looked
at plethora of research designs in order to choose the.most appropriate. Some of
the research methods considered included descriptive qualitative methods,
experimentalimethods, meta-analysis method, guasi-experimental method and
guantitative research methods. \We shall look at the various research methods.

The study. considered two"(2) main types of descriptive qualitative
research “methods. These_are: case.study and ethnography. Case study as
qualitative research methods is a total explanation of an individual case and its
exploration, thus the description of the case and the events, in addition to a
depiction of the discovery process of these features that is the process of
research itself (Rebolji, 2013). He continued to say that, the study is used when

we analyse and describe, for example each person individually based (on his or
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her activity, special needs, life situation, life history, etc., a group of people also
based on (a school department, a group of students with special needs, teaching
staff, etc.), in detail.

It is again clear from the discussion so far that, case study as a qualitative
research method cannot be applied to this study since the study is not about an
individual, a distinct group or a particular institution.

Other research methods the researcher is aware included ethnography,
experimental research design, Quasi-experimental methods, and quantitative
research design. As an emerging area of anthropology, ethnography is a kind of
qualitative research method that concerns the survey of the beliefs, social
instructions, and behaviours-ef:small groups of peopleor societies. This also
involves the participation and observation of the peoples’ culture at a well
determined. time period, and how the data collected is interpreted (Naidoo,
2012).

As per the definition of the research design.or:methods above, it can
easily be deduced that ethnography cannotbe applied to this study. In that, this
study is not about the cultural values or beliefs of a group of people or society
and ways of doingthing.

In his studies (Harland, 2015) definedexperimental research design as a
study that strictly keeps to a scientific research design. It consists of a
hypothesis, thus a variable which the researcher can influence, and variables
which can be assessed, calculated and compared. In adding to that, Rao et al.,
(2002) mentioned that, the aim of experimental research design is to give the

researcher the room to reliably establish a cause and effect relationship.
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Again, from the definitions and explanations given, experimental
research design though a quantitative method cannot be used for this study. The
reason being that, this study is not about cause-and-effect relationship.

This is a statistical technique that combines the results from independent
studies. More often than not, it is employed to evaluate the clinical effectiveness
of health care interventions. This is done through the combining of data from
two or more randomised control trials (Richard-Devantoy et al., 2014).

Clearly, this research design too cannot be used for this research work,
in that this study is not combining two (2) or more studies.

According to Iled (2017), Quasi-experimental methods are intended to
study thescausal effects of.ansintervention, treatmentsor stimulus on a unit of
study, thus“a population. Even though these methods have many qualities
connected-with scientific experiments, they lack.the benefits of the random
assignment of treatments across a population that is often necessary for broad
generalisability.' They added that, quasi-experimental:methods are normally
planned to show the effect of an intervention on a target population — most
usually at theshousehold level.

It can also"be seen from the explanation above.that; since this study is
not designed to know the impact of-an intervention‘on a population, this method
cannot be-applied.

The last method to be considered is quantitative research design. It is a
method that is targeted at testing theories, verifying facts, showing relationships
between variables and predicting outcomes (Merwe, 2017).

Again, according to Creswell, (2003); as cited by (Fischer et al., 2014)

guantitative research approach demands gathering data so that relevant
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information can be enumerated and taken through statistical treatment so as to
support or refute “alternate knowledge claims”. He went further to explain that,
this method also comprises data aggregation that is distinctively numeric and as
such the researcher inclines to use mathematical models as the methodology of
data analysis.

Furthermore, unlike Case Study research design or approach,
quantitative research design results can be generalised. By generalisability or
external validity, the results of a study can be generalised (applied) beyond the
sample to the larger population.

From the definition and explanation given so far, it is clear that
guantitative research design.sthe appropriate methodforthis study. The reason
being that, using the research questions of the study, numerical/responses would
be obtained and for that matter generalisation would be made based on the
outcome of the findings.

Since this research sought to scrutinise the “Internal Financial Control
Systems and Performance in The Komenda Edina Eguafo/ Abrem Municipal
(KEEA) Assembly”, the researcher espoused descriptive quantitative research
design.among the lot. The researcher believes that with this design the objective
of 'the study would be achieved.~The researcher chose this research design
because, according to.Neville (2007).descriptive research could be employed to
categorise and classify the elements or characteristics of the subject, e.g. the
number of personal protective equipment (PPE) KEEA Municipal Assembly
distributed to health facilities in the municipality to fight Covid-19.

The study basically included two (2) main variables such as financial

control and financial performance of KEEA Assembly. As such, internal
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financial control is the independent variable (X) whereas, performance is the
dependent variable (Y).
Study Area

This research was conducted at the Municipal Assembly of the

Komenda Edina Eguafo Abrem in the Central region of Ghana located in

as a district is
put together to
a), Eguafo and
is delimited on

the Cape Coast

ity, the north b ifo-Hemang-Lowe 1 district and to
Region. Being
d latitude 5005’

square kilometres,

50NSs pe m, (GSS,

DISTRICT MAP OF KOMENDA

EDINA/JEGUAFO/ABIREM
TWIFO LOWER DENKYIRA

LEGEND
- District Capital
. Towns

Road Network
[7] District Boundary

Figure 5: Map of Komenda/Edina/Eguafo/Abrem Municipality

Source: Ghana Statistical Service (2014).
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Population
The target population for this study is the staff and management
members of the KEEA Municipal Assembly. The table shows the various unit

within the Assembly where respondents will be drawn from.

Table 1: Target Population

o
c
]
>
o

<

(o)

o1 o1 o1 W o1~ 01 OO O B~

andom sampling method to sample
respondents. With this technique, every one of the subset had an equal
probability of being chosen for the study. It was sampling without replacement.

Therefore, there were no biases as far as the sample selection was concerned.
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Simple random sampling method was used because the study was the
quantitative type and could help answer the research objectives. Another reason
was that, even though more suitably used for large population, the researcher

found it more convenient and easy to use because the population was small,

homogeneous in character and readily available.

the staff were
number table
d to them.

ula below and

ions, which is:

(e) of 5%,

57

~1+57+0.0025

57
"= 1501425

57
"= 11425
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Data Collection Instrument
The research made use of structured questionnaire as its data collection

instrument. The questions were mostly made up of close-ended questions and a

the study is the

t was collected

questionnaire
. Closed-ended
ons, but rather
-ive as possible.

dents to be as

Again, in designing the instrument for the work, the researcher took into

account the fact that, the instrument must be reliable enough to collect the same
information even when it is used by different researchers, that is to say, to ensure

instrument triangulation.
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Data Collection Procedure

As stated earlier, questionnaire was employed to garner the necessary
data for the study. The questionnaire was administered either using the face-to-
face or the one-on-one approach where the interviewer and the respondent went

through the questionnaire together or by the questionnaire method where the

version 21 of
n to that, the

etween internal

alysis to conduct

detween variables

e linear regression

o is the constant term

Bn is the ' term, and

&i is the error term
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Chapter Summary

This chapter provided the research methods used for the study and the
relevance of the selected methods. The researcher chose the appropriate
research method for the study among other methods. Stating other methods, the

researcher proved he was aware of these methods which in any case were not

ed supported by
lysis of data. A
understand the

Assembly were
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CHAPTER FOUR

RESULTS AND DISCUSSION

Introduction

This research aimed at critically examining the existence and
effectiveness of the internal financial control system (IFCS) of the Komenda
Edina Eguafo Abrem (KEEA) Municipal Assembly. Based on this, the
researcher used quantitative research method which guided the selection of
target population, sample selection and size, the type of research instrument,
type of data and type of data analysis tools used.

The sample used for the study was the staff of KEEA Municipal
Assembly and its sub-departments which included, Ghana Education Service
(GES), Ghana Health Service (GHS), Agric, Social Welfare and Environmental
Health. These departments operate under the local government concept directly
under the Municipal Assembly. In line with that, they repart administratively to
the Municipal-Chief Executive about their activities on quarterly bases:

A total of fifty (50) participants'were used for the study. The common
characteristics ensured in the sample were.age, gender, level of education and
geographical location."With regards to age, the researcher.made sure that the
age of those used in the study was proportional to the age distribution in the
population. Similarly, the gender of those used in the study was proportional to
that of the population. Also, In term of education, the amount of educational
level of those used in the study was proportional to the population. Lastly, in
relation to geographical location, the researcher ensured that those questioned

during the study were all working in KEEA Municipality.
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This chapter present analyses of the data collected from the field. The
data are presented in tables and inferential statistics with descriptive
explanations of the meaning of variables in the table.

Demographic Information on Respondents

This aspect of the study presents and discusses the preliminary data

e study. Six (6)
were deemed
Added to that,
the necessary
for the study in

rised their age,

The Table 2 above illustrates the age distribution of the 50 respondents

surveyed. From the data collected, it is evident that almost half of the
respondents, 46.0%, mentioned that they were less than 30 years, whereas, 36%

of them said they were between the age category of 31-40 years.
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Female, 16,

320

T Male, 34,
68%

nder distribution of

s were male and

52% pointed out that they are not married, whiles 46% of them indicated they

were married.
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45
40
35
30
25
20
15

10 8
5 3

JHS/Middle School SHS/ A-Level Tertiary level
level

39

Number of Respondents

Level of Education

oureexkield Survey (2020
s the edu e respondents. It can be
: g " 2d that they have

6% said that they were

Statistics :
Audit 12.0
Agric 3 6.0
Health 6 12.0
Social Welfare 5 10.0
Environment Health 5 10.0
Other 3 6.0
Total 50 100.0

Source: Field Survey (2020)
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The Table 4 above presents an analysis on the department within which
the respondents work. The table shows that, respondents who participated in the
study cut across the various department under the Assembly.

<5 Year, 29,
58%

>10 Years, 9,
18%

5-10 Years,

12, 24% \

the KEEAs internal financial control system. It looked at whether the Assembly

has an internal financial control system (IFCS); how good it is and the type of
IFCS in place. This aspect of the work helped to answer the first objective of

the study.
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No,1,2%

\Yes, 49, 98%

ield Survey (2020
ure 9 abo e respondents
A 2l Ass nancial control

Source: Field Survey (2020

It can be noted from the table that, most of the respondents, 78% were
of the view that KEEA Municipal Assembly has a good internal financial
control system (IFCS). However, 22% of them opined that the Assembly does
not have a good IFCS.
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Table 6: Type of Control system the Assembly practices

Control Mechanism Response

Yes No Total
Revenue control 47 (94%) 3 (6%) 50 (100%)
Expenditure control 42 (84%) 8 (16%) 50 (100%)

50 (100%)

50 (100%)

50 (100%)
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Table 7: The most important Financial Control system to respondents

Control Mechanism Response
Yes No Total
Revenue control 34 (68%) 16 (32%) 50 (100%)
Expenditure control 23 (46%) 27 (44%) 50 (100%)
50 (100%)
50 (100%)
50 (100%)

on the multiple
' system to the

s constitutes a

The Table 8 above presents analysis on why respondents chose the IFCS

they thought to them was the most important among the rest. In a similar
fashion, this is also a multiple response question, so respondents were allowed

to choose more than one response. From the table, most of the respondents, 38
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(76%), mentioned that, their reason for choosing the “revenue control” as the
most important IFCS is that, “it strengthens the financial operations of the
Assembly”. Apart from that, 18 (36%) of them, stated that, their reason for
choosing “revenue control” as the most important IFCS is that, “it ensures
proper expenditure control”.

Table 9: Effect of IFCS on the Performance of KEEA Municipal

Assembly
N Mean Std. Deviation

Achievement of objectives 50 2.90 .886
Increased revenue 50 2.04 155
Reduced operational cost 50 2.21 .798
Project execution 50 2.55 .980
Reduced fraudulent activities 50 2.31 742
Minimized intended errors 50 2.35 .663
Improved performance 50 2.19 134
Resources management 50 2.27 1.151
Regulatory compliance 50 1.98 721
Increased public confidence 50 2.29 935

Source: Field Survey (2020)

From the table.above, the study showed that, with (mean=2.90 and
standard deviation=.886) IFC practices helped the Assembly to achieve its goals
and objectives. Alse, with (mean=2.04 and 2.21 and standard deviation=.755
and .798), the research showed that the IFC helped the Assembly to increase its
revenue and reduce its operational cost. Again, as per the other (means and
standard deviations) IFC practice helped the Assembly to execute its projects;
reduce fraudulent activities; minimized errors and improved performance;
managed resources more efficiently; operated within the financial regulatory act

and also gained public confidence.
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Table 10: How financial control activities have affected the financial

performance of the Assembly

Response Frequency

Improved revenue and expenditure 9

Management of finance 5
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Table 11: Descriptive Statistics on the presence and functionality of IFC

System of KEEA
N Mean Std. Deviation
Presence of IFCS 50 1.02 141
Status of KEEA IFCS 50 2.02 714
Reason for choice 50 2.30 1.632

404
370

control system
d in the study.

2asures in place

Lastly, as shown in the table, with (mean= 1.16 add standard deviation=.370)

the survey revealed that, the Assembly’s IFC system has significant effect on

its financial operations.
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The Relationship between IFCS and Financial Performance of the
Assembly

This aspect of the study was on further analysis carried out on the data
collected to help draw further conclusions on the findings. The statistical tool
used for this analysis was Multiple Linear Regression. It was used to find out if
there exist a relationship between the presence of IFCS at the Assembly and its
financial performance.

1. Multiple Linear Regression Test

Table 12: Multiple Linear Regression Test

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 5622 315 271 593

Source: Field Survey (2020)

ANOVA

Model Sum of df  Mean Square F Sig.
Squares

Regression 7.448 3 2.483 7.062 .001°

Residual 16.172 46 .352

Total 23.620 49

Source: Field Survey (2020)
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Coefficient
Model Unstandardized Standardized t  Sig.
Coefficients Coefficients
B Std. Error  Beta (B)
(Constant) 2.820 519 0 5.437 .000
State of IFC 302 122 311 2470 .017
Effectiveness of IFC -.545 216 -.317 -2.520 .015
Impact on financial
-478 323 -.188 -1.479 .146

performance
Source: Field Survey (2020)
a. Dependent Variable: Presence of IFCS

A multiple regression was carried out to investigate whether the state of
~ A

1al performance
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Table 13: Multiple Linear Regression Test

Model R R Square Adjusted R Std. Error of the Estimate

Square
1 621 .386 216 129
Source: Field Survey (2020)
ANOVA
Model Sum of df Mean F Sig.

Squares Square

Regression 378 10 .038 2.264 .036°
Residual .601 36 .017
Total .979 46
Coefficients
Model Unstandardized Standardize t Sig.

Coefficients d

Coefficients

B Std. Error Beta (B)
(Constant) 971 118 8.231 .000
Achievement of -.030 023 -187  -1.284 207
objectives
Project execution .067 .025 445 2.622 .013
Reduced fraudulent 059 031 304 1902 .065
activities
Resource -.039 024 306 -1.637 .110
management
Increased public -.005 034 031 -144 886
confidence

Source: Field Survey (2020)

a. Dependent Variable:Presence of IFCS

Another multiple regression test was carried out to investigate whether

the presence of internal financial control system at the Assembly (y) over the

years could significantly predict that Control activities can help the Assembly

to stay focused to its objectives (B0), Control activities can help the Assembly
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to undertake a lot of projects (1), Control activities can aid the Assembly to
check fraudulent activities (B2), Control activities can help the Assembly to
manage its meagre resources well (p3), Control activities of the Assembly can
help engender public confidence (B4). The result of the regression indicated that

the model explained 38.6% of the variance and that the model was a significant

significantly to
B2 did not (p2

ot (B4 = -.005,
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Discussions

From the data collected and the findings from the field, there is no
negating the fact that, KEEA Municipal Assembly has an internal financial
management system in place. This is in line with government’s requirement of
all MMDAs to maintain a sound and prudent financial management system.

Added to that, as a way of evidence, it was found out that the Assembly
practices the various forms of controls, such as revenue control, expenditure
control, stores and inventory management ‘control, operational control and
effective controls. With all these controls-in place, the Assembly is able to
manage its internal financial control system effectively to be able to achieve its
set goals:and objectives.

Again, the practice of internal financial control mechanisms has helped
the Assembly to a large extent to enhance its financial performance. Again, it
was established that, there is a relationship between internal financial control of
an organisation‘and its financial performance at allstime. Consequently, the
findings showed there is a direct link between prudent internal financial control
system of the:Assembly and its financial achievements. This means that systems
are put.in place to'make sure everyone or officer complies with one financial
regulation or the other.

Furthermore, -the_findings.showed the actual type of relationship that
exist between the“internal financial control system and its performance and its
effect on it. Some of these effects are that, it provides the relevant procedure for
the financial discipline and value for money. Also, when because controls are

strong and effective, the Assembly is able to perform well financially.
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That notwithstanding, there must be proper monitoring of the system to
ensure complete and excellent financial performance of the Assembly. In
addition to that, expenditure budget of the Assembly must be reduced for an
increased revenue.

In addition to that, the further analysis from the multiple linear

1 31.5% of the
al performance
\ssembly’s [FC
model (B= .30,
erformance did
ip between the
ol syste énd its financial

ore on its internal

undertake its projects.
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Chapter Summary

The chapter four of this research captured the results and discussions of
data gathered from the field survey. The self-administered questionnaire used,
collected data on respondent’s basic information; the nature of KEEA

Municipal Assembly’s (MA) internal financial control system; the impact of

of KEEA MA;

and financial

ternal financial
ormance of the

) execute majority of its projects
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CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

Introduction
This chapter presents summary of key findings from the chapter four (4)

ecommendations

ns, members of

a Eguafo Abrem

3. It makes use of all the types of internal financial control
mechanisms, i.e., revenue control, expenditure control, stores and
inventory management control, operational control and effective

control.
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4. Revenue control system was considered the best internal financial
control practice by the respondents

5. The reason for choosing the revenue control as the best is that, it
strengthens the financial operations of the Assembly

6. It was highly accepted or agreed that financial control activities

e to establish that,

C at the Assembly its

environment, internal audit and control activities, in its operations.

Again, government policies, proper documentation and self-motivation
of staff helped the Assembly to stay on course. This resulted in good liquidity,

proper accountability and reporting.
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Also, it can be inferred that a poor internal financial control system
negatively affects the financial performance of an organisation and vice-versa.
Added to that, a good IFCS contributes to a good financial performance
of the organisation. More so, it is concluded that there is a positive relationship
between IFC and the financial performance of the Assembly. It was furthermore

o collect more

ymmended that:

a good and sound

must be employed in all

7. The Assembly ensify its control practices to rake in more

money to undertake its projects.
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Suggestion for Further Studies

This study was very practical and useful. The researcher could not delve
into knowing the actual amount in terms of revenue that the Assembly saves as
a result of practicing internal financial control measures and what those monies

were used to do. Also, the researcher could not find out if there are punitive

Assembly. For

at effect.
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APPENDIX
UNIVERSITY OF CAPE COAST
SCHOOL OF BUSINESS
DEPARTMENT OF ACCOUNTING
QUESTIONNAIRE

{FORMANCE

ystems of the

ntral Region of

the importance

2. Gender:

A.Male o B.Female o C. Other (specify).....................
3. Marital Status:
A.Single o B.Married o C.Separated o D.Widowed ©

E. Divorced o F.other (Specify).......ccovvvviiiiiiiiiiiiiiine,
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4. Level of education:

A. JHS/MIDDLE School o B. SHS/ A-Level o C. Tertiary level o

6. How many years have you been working in your department?

A. >5yearso B.5-10yearso C.>10years O

OF KEEA

cial control

you think are most

A. Financial Control o B. Expenditure o Control o C. Stores and
inventory management controls o E. Operational control o

F. Effective control o
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11. Which of the following is your reason for your choice in QS 9?

A. To strengthen the financial operations of the Assembly m

B. To detect fraudulent activities on time m
C. To ensure proper expenditure control i
O

ts in relation

Strongly
disagree

e AsS

Control activities have
aided the Assembly to
check fraudulent
activities

Control cheeks have
aided the Assembly to
minimize unintended

error
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Control activities have
helped the Assembly to
perform better over the
last five years

Control activities have
helped the Assembly to
manage its meagre
resources well over the

15. Per your assessment, do you think internal financial control practice
has had any effect on the performance of the Assembly?
A. Yes o B. No o
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16. To what extent do you think the IFCS has impacted KEEA’S
performance?
A. To a lesser extent m

B. To some extent O

C. To alarge extent i

al control

Thank you very much for your time
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