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ABSTRACT 

The one most important thing that can provide this early warning signal of possible 

losses or problems is the effective implementation of internal control systems. The 

general objective is to determine the effect internal control systems have on the 

performance of Zoomlion Ghana Limited. The study looked at three specific 

objectives which are to identify the effectiveness of Zoomlion internal control 

systems, to assess the effect of internal control systems on organizational performance 

and to identify the factors that limit the effectiveness of Zoomlion internal control 

systems. The study employed logistic regression, simple linear regression and Likert 

scale to address the objectives respectively. The study revealed that, the internal 

control systems of Zoomlionn Ghana Limited is ineffective due to absence of 

monitoring, information and communication and control environment components. It 

also revealed that, there exist positive relationship between internal control systems 

and organizational performance. An improvement in an organizational internal 

controls lead to 0.456% increase in an organization's profitability. It also found out 

that, undefined segregation of duties hinders implementation of internal controls, 

management desire to achieve certain reporting results hinders implementation, the 

management compliance with rules and regulations as against principles and values 

hinder the implementation, rapidly changing business environment hinders internal 

control implementation, among others are the factors that limit the effectiveness of 

Zoomlion Ghana Limited internal control systems. The study recommends that 

Zoomlion Ghana limited should take steps to design and embed control environment, 

monitoring and information and communication components into its internal control 

systems and address the limiting factors. 
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CHAPTER ONE 

INTRODUCTION 

1.1 Background to the study 

The present economic, social and political situation, marked by great ambiguities, by 

the trends of globalization and internationalization of the economies, under the impact 

of the financial pressures of the present universal economic predicament, has aided 

the apparition of new risks and doubts with consequences over all the fields of 

activities. Avoiding, diminishing or eliminating the impact of the materialization of 

these type of events brings under the attention of governments, organizations, entities 

and even of each individual in part, the primordially of identifying some viable 

solutions, respectively of the internal control (Bou-Raad, 2000). 

The intervening changes and transformations, on an international and national level, 

both in the business environment as well as in the public one, have determined major 

movements in the management of each entity, imposing to reconsider the way in 

which these could manage the new circumstances and situations, which are particular 

as well as evolving. Being conscious of the necessity of some radical changes, in the 

frame work of the public administrative reforms, the member states of the European 

Union, have brought in the front plan the importance of the internal financial public 

control, in a way in which it could insure a good governance and transparency in 

managing the public national and community funds which are organized on the basis 

of the principle of managerial responsibility. Even though, these reforms are directly 

monitored by the European Commission and by other organisms, the current 

tendencies focused on the specific objectives of each state indicate the existence of a 

wide variety of approaches (Belay, 2007). 
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Business today is faced with greater challenges and complications than ever before 

and almost every large organisation or institutions maintains an internal control 

system. The purpose of which is to ensure effectiveness and efficiency of operations, 

reliability of financial information, and compliance with applicable rules and 

regulations. Therefore, internal control systems are important in the efficient and 

effective running of institutions. Globalizations of business, technological 

advancements, increasing risk of business failures have encouraged nations and 

corporations to place more emphasis on their internal control systems (Krishnan, 

2005). 

In view of these, most developed economies such as the United State of America, 

Germany and other European economies are encouraging the establishment and 

implementation of internal controls both in the public sector and the corporate world. 

This encouragement was necessitated by the credit crunch that hits the world giant's 

economies and the collapse of big companies such Aron caused by the lapses in their 

internal control systems (Mercer University, 2010). This credit crunch effect has 

weakened the economy of most developing economies like Ghana and other 

neighboring countries. 

_" 

In the current economic conditions, of the big social pressures, at a national level, the 

role of the public entities that administer the state revenues is decisive, and as a 

consequence, the way in which they succeed in accomplishing their objectives will be 

reflected in accomplishing the budgetary balances or unbalances, reflected in the 

financing of the activities of national interest, but also over the other sectors of the 

economy. By having the quality of intrinsic component of the public internal control, 

the internal control from these entities has a double role, both in what regards 
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attaining the general objectives of country governing, as well as the specific ones 

imposed by attaining the entities' own activity (Cohen and Sayag, 2010). 

The focus is on having a multidisciplinary approach of the internal control concept, as 

a subfield of accounting, especially in what concerns the research of the existing 

practices by exposing the cognitive valences of the concepts, in the public entities of 

state revenues administering, by particularizing them through the perspective of the 

process of establishing and collecting the fiscal liabilities, in which the main actors 

are the entities financiers (Coram, Ferguson, and Moroney, 2008). 

In this double position, the internal control has multiple responsibilities, reason for 

which it is necessary to identify those solutions which could give reasonable 

assurance that, the system could support, both for the attaining of the established 

objectives for the satisfying of the more and more exigent requests of the public 

interest, as well as for the improvement of the credibility of the accounting and fiscal 

reports. 

The internal control is organized on means of the managing subject in any enterprise 

under the decision of a management for management and accounting efficiency. The 

information of the intrafirm control is used, as a rule, by a management. All plots and 

structural divisions of the managing subject are exposed to the intra economic control, 

it covers all financial and economic and enterprise productive activity as a whole 

(Adams, 1994). 

An opinion can be arrived that, all variety of the actions which are carried out for the 

organization of the internal control is conditionally possible to be grouped on three 

blocks: 

3 
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1. A proper accounting system; 

2. The control environment; 

3. Separate control devices. 

1.2 Problem statement 

Many organizations suffer losses and go in to liquidation because they have not seen 

the early warning signs of their collapse. The one most important thing that can 

provide these early warning signals of possible losses or problems is the effective 

implementation of internal control systems. In recent past, most governmental 

agencies and organizations have been bedeviled with many scandals of financial 

misappropriations and theft of which some of the heads of such agencies have been 

sacked and some standing trials for their actions. Internal control systems are put in 

place to ensure the provision of accurate and valid information and to prevent and 

detect fraud within the public sector and even the private sector. 

There have been ongoing arguments by various scholars about the contribution of 

internal control systems to the performance of an organization. While scholars such as 

Wittington and Pany (2004) believe that internal control systems positively leads to 

increase organizational performance. Opposed to the views of Wittington and Pany 

(2004) is O'Leary et al (2006) who observed that internal control systems alone 

cannot contribute to the successes of an organization. Notably, these studies were 

conducted outside Ghana hence same cannot be said in Ghana. 

Zoomlion Ghana Limited, a giant waste management company was included in the 

lists of waste management companies in Accra Metropolitan Assembly which failed 

to meet their performance target (Akweiteh, 2014). Aside, Ghana has been 

experiencing outbreak of diseases such as cholera even in the areas of operations of 
4 
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Zoomlion Ghana Limited. The question is, does Zoomlion have good internal control 

systems, why is it not passing performance test conducted by its stake holders? 

The failure of Zoomlion Ghana Limited to meet the expectations of its stakeholders 

and arguments raised by Wittington and Pany (2004) and O'Leary et al (2006) have 

served as a backdrop for the study of the effect of internal control systems on the 

performance of Zoomlion Ghana Limited to be conducted. 

1.3 Research questions 

Main Question: Do internal control systems have impact on organizational 

performance of Zoomlion Ghana Limited? 

The study answered the following specific questions: 

1. Are the internal controls used by Zoomlion Ghana Limited effective? 

2. What is the effect of internal controls on organizational performance at 

Zoomlion Ghana Limited? 

3. What are the factors that limit the effectiveness of the internal controls of 

Zoomlion Ghana Limited? 

1.4 Research objective 

The general objective is to determine the impact of internal controls on organizational 

performance of Zoomlion Ghana Limited. 

The specific objectives are: 

1. To assess the effectiveness of the controls used by Zoomlion Ghana Limited 

2. To establish the effect of internal controls and organizational performance. 
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3. To identify the factors that limit the effectiveness of the internal controls of 

Zoomlion Ghana Limited 

1.5 Significance of the study 

This study is intended to provide immense understanding of the effectiveness of 

internal control to the betterment of an organization. It also seeks among other things 

to provide information to both policy makers within the organization and a road map 

that will be beneficial to all stake holders of the organization. The organization can 

have an advantage to implement policy and procedures that will enhance the long 

time survival of the Company. Also possible weakness and strength of the 

organization will be evaluated and appropriate measures taken to strengthen the 

strengths and to mitigate the weakness. Finally the study will provide a deeper 

understanding on the effectiveness of internal controls in an organization and its 

relevance of taking an organization out of any possible financial lost so as to enhance 

or bring about continuity of entity. 

1.6 Delimitation of the study 

The collection of data was restricted to staffs of Zoomlion Ghana limited Upper East 

Region. Other staffs of the same organization were not contacted and that make the 

study an able to generalize the findings of the research. A comprehensive work could 

have been done to involve the whole National staff in other to have a wider coverage 

of the study area which can give a comprehensive analysis of the study leading to 

generalization of the findings. However the replicability of the study in the various 

Regional offices will give a peculiar understandable situations under which each 

Region is working and that will identify similar characteristics, trends similarities and 
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-------------- ....•••••• 
differences in the various branches and how it could be assessed and added up to 

build policy strategy for the organisation as a whole. 

1. 7 Limitations of the study 

Weaknesses inherent in the research report that future researcher should take note of 

the limitedness of the subjects used for the study. The study was restricted to only one 

geographical area of where the organization is situated; future studies should focus on 

having very wide respondents that covers the entire institution for a comprehensive 

report. Another deficiency of the study is the methods of analysis. The researcher 

used simple descriptive statistical analysis and regression to analyze the primary data. 

A more quantitative analysis will have given a clear understanding of the study than 

the simple methods adopted in this study. A general problem about research in Africa 

of which Ghana is not exempted is the lack of awareness of importance of research. 

Therefore, many respondents do not attached seriousness to research questionnaires 

and are therefore not willing to give accurate realistic information about situations or 

7 

occurrences. 

1.8 Organization of the study 

The study is organized in five main chapters, chapter one focuses on the background 

to the study, problem statement, and objectives of the study, significance of the study 

delimitations and limitations of the study. 

Chapter two is devoted to systematic review of existing literature with emphasis on 

exhalations on internal controls and various actresses of internal controls in 

formalized organizational settings. 
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The third chapter deals with research methodology including the population 

understudy sampling technique methods of data collection and analysis and the 

research instrument employed. 

Chapter four is also made up of detailed analysis of data collected and presentation of 

information with the aid of quantitative descriptive explanations 

The fifth chapter covers the summary, conclusions and recommendations. 
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CHAPTER TWO 

LITERA TURE REVIEW 

2.0 Introduction 

This chapter covers the theoretical and the empirical literature review. Theoretical 

literature presents a review of textbooks and research articles that provide theoretical 

explanations to key issues relating to the study topic. Empirical literature on the other 

hand gives a review of previous research studies of other researchers that relate to the 

study topic 

2.1 Definition of Concepts 

2.1.1 Control and Internal control 

Katkus, (1997) sees control to be the thought, monitoring of particular procedures in 

social framework, improvement of set up results, correlation and appraisal in light of 

settled objectives, standardizing acts and guidelines. According to Drury (2012), 

control is an association net through which the execution of an undertaking is 

controlled to guarantee it right activities later on. Biciulaitis, (2001) likewise 

characterized control as a way to give potential outcomes to maintain a strategic 

distance from or distinguish and settle issue that may disturb the framework. 

The seemly difference in the definition of control by various researchers or scholars 

makes the exact definition of control very difficult to comprehend. This may also 

indicate that control has different shape and types. 

Many experts have defined internal controls based on their experiences on the subj ect 

matter to include techniques and procedures of three basic categories which are 

developed and used by management to ensure the sufficient warranty of conformity to 

the control purposes: the control environment, accounting system, and the control 

moments (procedures). 
9 
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It is defined as a set of organizational structures, techniques and the procedures 

accepted by management of an organization subject for ordered and effectively 

conducting of organization's activities which is organized in the given economic 

subject and its forces, supervision and check: observance of requests of the 

legislation; accuracy and completeness of the documentation of accounting; 

timeliness of preparation of reports; prevention of errors and distortions; 

performances of orders and charges; maintenance of safety of property of the 

organization can be subdivided into three components: the control environment - a set 

of characteristics which defines the office mutual relations favorable for the control in 

the company; a company accounting system - a policy and the procedures, concerning 

corresponding record of economic operations; control procedures - the special audits 

executed by staff of the company includes three elements: monitoring procedure 

conditions, an accounting system and control procedures. Include a proper accounting 

system, the control environment, separate control devices. 

For PwC (2008) "An internal control system consists of all the procedures, methods 

and measures (control measures) instituted by the Board of (PwC) (2008) Directors 

and executive management to ensure that operational activities are progressing in a 

proper fashion. Organizational measures for internal control are integrated into 

operations, which means that they are performed simultaneously with working 

processes or performed directly before or after work is carried out". As opposed to 

PwC (2008), INTOSAI (2004), sees "Internal control as an integral process that is 

effected by an entity's management and personnel and is designed to address 

Organizations of Supreme risks and to provide reasonable assurance that in pursuit of 

the entity's mission, the following general objectives are being achieved: executing 

orderly, ethical, economical, efficient and effective operations, fulfilling 

10 
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2.1.2 Profitability 

Profitability is defined by Harward and Upton (1961) as the ability of a given 

investment to earn a return from its use. It means getting a return higher than the 

amount or resources invested. For the purpose of this study, profitability will be 

measured in terms of the return that shareholders can obtain and utilize and the 

improvement of asset base over time. Profitability is also known as the financial 

performance and it is closely related to the capital structure of the firm. 

There have been various studies that have looked at performance of vanous 

institutions. The known measures of performance over the years have been either 

based on return on assets or return on equity. However, in the measuring these 

performance, many researchers have argued for the Return on Assets (ROA) as 

against Return on Equity (ROE). According to Hassan & Bashir (2003), ROA shows 

the profit earned per dollar of assets and most importantly, it reflects how effectively 

management is able to utilize its shareholders fund and real investment resources to 

generate profits. For any firm, ROA depends on the business policy decisions as well 

as on uncontrollable factors relating to the economy and government regulations. 

accountability obligations, complying with applicable laws and regulations and 

safeguarding resources against losses, misuse and damage". 

Rivard and Thomas (1997) suggest that business profitability is best measured by 

ROA in that ROA is not distorted by high equity multipliers and ROA represents a 

better measure of the ability of a firm to generate returns on its portfolio of assets. 

ROE on the other hand, reflects how effectively a firm management is in utilizes its 

shareholders funds. Since ROA tend to be lower for financial intermediaries, most 

companies heavily utilized financial leverage to increase their ROE to competitive 

11 
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levels. Harker and Zenios (1998) define the performance of institutions as an 

economic performance which is measured in both short and long-term by a number of 

financial indicators such as price- to-earnings ratios, the firm's stock beta and alpha, 

and Tobin's q-ratios. In identifying superior performance measures, Heffernan and Fu 

(2008) suggest that economic value added and net interest margin do better than the 

more conventional measures of profitability, such as Return on Average Equity 

(ROAE) and Return on Average Assets (ROAA). Their study also found that some 

macroeconomic variables and financial ratios are significant, and have the expected 

signs. The study further concludes that the type of business is influential but not its 

size. Percentage of foreign ownership and firm's listings do not have significant 

influence. 

2.1.3 Internal control and Internal Audit 

The new Institute of Internal Audit (llA, 2001), defined internal audit as: an 

independent, objective assurance and consulting activity designed to add and improve 

an organization's operations. It helps an organization to accomplish its objectives by 

bringing a systematic, disciplined approach to evaluate and improve the effectiveness 

of risk management, control, and governance processes. 

According to this definition, the major scope of the internal auditors are making 

assurance to the organization and giving consultant services to the overall 

managements of the corporate governance. By providing the independent opinion and 

conclusions regarding the operation, function, system and wellbeing of the 

organization the IA can provide assurance services; and by giving the advisory service 

based on the specified requests of an engagement client, the internal auditor can give 

the consulting service to the organization. 

12 
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Represented by the set of the management purposes for the employees, and consist of 

those concepts on the base of which the management proceeds. It is defined as a set of 

organizational measures, techniques and the procedures applied by management of 

the economic subject for ordered and effective conducting of economic activities. 

Consist of an accounting system, the control environment and control devices. 

The organization's internal control system joms three components: the control 

environment, accounting system and control procedures which include a complex of 

the diverse interconnected techniques and procedures which are developed and used 

by the management to ensure undesirable risks, decrease in business and financing 

activities, and also in the accounting and reporting. 

Represented by the set of organizational measures, techniques and the actions applied 

by a management and workers of the economic subject for successful and effective 

conducting of economic activities. Represented by the difficult and thin organism 

which integral parts are all divisions of the enterprise, it's all spheres of activity and 

activity of each worker of the enterprise. 

Include a proper accounting system, the control environment, control procedures. 

From definitions above, it is evident that the majority of authorities agree in opinion 

that all variety of the actions which are carried out for the organization of the internal 

control is conditionally possible to be grouped on three blocks: A proper accounting 

system; the control environment; Separate control devices. 

According to this definition the major scope of the internal auditors are making 

assurance to the organization and giving consultant services to the overall 

managements of the corporate governance. By providing the independent opinion and 

conclusions regarding the operation, function, system and wellbeing of the 

13 
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organization. The IA can provide assurance services; and by giving the advisory 

service based on the specified requests of an engagement client, the internal auditor 

can give the consulting service to the organization. 

It is theoretically and historically proved, that accounting In the form of the 

accounting reporting (further - the financial reporting) can give such information. 

Accounting forms information on a financial position of the entity, financial results of 

its activity and movements of money and resources for satisfaction of the information 

user's requirements. 

Requirements to the accounting information are static not only in the international 

standards and concepts, but also in local legislative, and standards confirmed by the 

state. It is generally accepted, that doubt to the financial reporting brakes market 

development of investments. Foreign and also internal investors do not always wish to 

become shareholders of the enterprises. 

Poor quality of the financial reporting creates a barrier to hit the population money on 

a security market. On one hand, that breaks investment processes in the country, and 

on the other increases a disparity, making the income to be the exclusive privilege of 

rich people who dispose large share holdings and often have access to the additional 

information which has not been mentioned in the public financial reporting. 

Today, accounting systems and the internal control (IC) concepts are subjects of 

constant changes. Continuous reforming of systems of accounting is observed, 

especially the Ghana Government Revenue and Tax accounting policies qualms the 

difficult period of reforms. Thus usually due value and attention is not given to 

qualitative characteristics of the financial reporting. 

14 
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One of the major directions of accounting development is a problem of the continuous 

scientifically-proved tracing of current practices in the enterprise, external and 

internal factors detection, their estimation and forecasting of influence on the financial 

reporting quality. Quality assurance, monitoring and control of quality of the financial 

reporting are insufficiently known in the theoretical and practical field of knowledge. 

The decision of these problems is carried out intuitively without a support on 

scientifically proven systems, and has a formal character. At such approach, it is 

difficult to estimate objectively a condition of accounting process, to define 

tendencies of its development, and to set up necessary corrective amendments in 

process of the accounting, reporting and control. 

On analogies to financial management and financial monitoring, tax management, 

quality control has arisen originally in the economic environment, i.e. in practical 

activities, and only subsequently there were attempts of theoretical generalization and 

development of this field of knowledge. The comparative early stages of this 

theoretical and practical field of knowledge, and also specificity of national 

legislations and the impossibility of foreign experience transformation in the field of 

quality of the financial reporting, distinction of experience, and also absence of the 

fact of wide spread ofIFRS explains absence of the economic literature. 

The constant approach to this function of intrafirm management III available 

publications is absent, and there is no still a conceptual scheme of discipline. 

Organizations have encountered swift changes in economic complexity, expanded 

regulatory requirements, and technological advancements in recent years. In addition 

to these changes, the current corporate scandals and the global financial crisis also 

15 
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These changes have given the IA a set of expanded opportunities to support and 

advice management; evaluate risk exposures relating to the organizations governance, 

operations and information systems, identify internal control system efficiency and 

effectiveness, provide services to other organizational functions; and generate direct 

reporting links to the audit committee and shareholders; safeguarding of assets; and 

compliance with laws, regulations, and contracts (llA, 2001; MoFED, 2004). 

pushed the public and regulatory bodies to give distinctive position to internal audit in 

corporate governance for internal assurance services (Soh and Bennie, 2011). 

The public sector offices are the major vehicle for economic development due to their 

engagement in various economic activities; such as in manufacturing industry, 

transport and communication services, banking and financial service sectors, 

construction sector, hotel and tourism industry, etc. To become efficient and effective 

in each economic activity the performance of the management should regularly 

measure and assessed to take corrective actions when bad performance is found. 

Accordingly, the management of the public offices is responsible to follow up the 

implementation of economic policy and procedure, and submit reports on the 

performance of the economy (MoFED, 2004). Therefore, the effectiveness of IA 

should receive the greater attention in research area to enhance the quality of its 

report. In line with this, the research had focused on the determinants of IA 

effectiveness in Zoomlion Ghana limited - Upper East Region. Nevertheless, Internal 

Audit is subject to many problems that affect internal auditors' effectiveness In 

different corporate governance (Cohen & Sayag, 2010; Arena &Azzone, 2009) 

Particularly the determinants of internal audit effectiveness which are used to measure 

the improvement of public sectors through IA were the focus of this case study. In this 
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case study the literature review consists of the definition of internal audit and the term 

effectiveness, the type of auditing activities performed by the internal auditors and the 

internal audit effectiveness instruments of improving private sector management such 

as the perceptions of the management, management support, organizational 

independence of internal auditors, adequate and competent of IA staff and the 

presence of approved IA charter by referring different books, reviewing and analyzing 

prior audit researches and journals for Internal Audit and Related Literature. A simple 

and more traditional meaning of internal auditing is defined as: an independent 

appraisal function established within an organization to examine and evaluate its 

activities as a service to the organization. 

Internal audit are the mechanism through which information about the effectiveness 

of the quality system is gathered by auditors, selected from within the company but, 

who are independence of the area, function or procedures being audited. Or the 

Internal Audit Function (IAF) is the mechanism through which the operation of the 

quality management system is formally monitored and in accordance with the 

documented quality system is assured (MoFED, 2004). 

The Statement on Auditing Practice (SAP-6) of the Institute of Chartered Accountants 

of India describes internal audit as "the plan of organization and all the methods and 

procedures adopted by management of an entity to assist in achieving management's 

objective of insuring, as far as possible, the orderly and efficient conduct of its 

business, including adherence to management policies, the safeguarding of assets, 

prevention and detection of fraud and error, the accuracy and completeness of 

accounting records and timely preparation of reliable financial information. 
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Non-accounting areas with the operational side of enterprise are critically studied, 

analyzed and weakness of the system or practice with inefficiency, wastage and fraud 

are brought to the notice of the management. Suggestions for increasing the 

effectiveness of the system, for improving the productivity and profitability of 

business practices are offered. 

On the other hand, internal audit is a serious evaluation function of various operations 

of an enterprise including the functioning of the system of internal check. Exceptions 

from normal functioning of internal check system are exposed in internal audit. 

Accuracy, completeness, reliability and timeliness of accounting information are 

tested and reported for remedial action. 

Internal audit is the independent appraisal of activity within an organization for the 

review of accounting, financial and other business practices as a protective and 

constructive arm of management. It is a type of control which functions by measuring 

and evaluating the effectiveness of other types of control. Professor Walter B. Meigs 

of America says internal auditing consists of a continuous, critical review of financial 

and operating activities by a staff of auditors functioning as full time salaried 

employees. Internal audit implies an audit of the accounts by the employees of the 

business. The work is done by a separate set of staff that mayor may not have 

professional audit qualifications. 

The function of an internal auditor is practically the same as that of an external 

auditor. In addition to that an internal auditor has to see to it that there is no wastage 

and the business is carried on efficiently and effectively. Again if an internal auditor 

finds that as a result of the inefficiency of the management, the Company concern has 

suffered a loss, it is his duty to report the fact. 
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effective and efficient manner to fulfill the organization's mission and objectives. 

The IA has to report to management whether the policy and plans of activities 

prescribed by them have been implemented, whether the internal controls and checks 

established were adequate, whether the actual results obtained were varying from the 
o 

estimates, etc. to enable the management to achieve the objective of the company in 

the planned manner. 

There are variety of Audits Performed by Internal Auditors in the review of campus 

programs and resources. These audits include: Operations Audits: These audits 

examine the use of resources to determine if resources are being used in the most 

Financial Audits: These audits review accounting and financial transactions to 

determine if commitments, authorizations, and receipt and disbursement of funds are 

properly and accurately recorded and reported. This type of audit also determines if 

there are sufficient controls over cash and other assets and that adequate process 

controls exist over the acquisition and use of existing resources. Compliance Audits: 

These audits determine if entities are complying with applicable laws, regulations, 

policies and procedures. 

Examples include federal and State laws, Trustee policies and Regulations. 

Information Systems Audits: These audits review the internal control environment of 

automated information processing systems and how people use these systems. The 

audits usually evaluate system input, output; processing controls; backup and 

recovery plans; system security; and computer facilities. 

Internal Control Reviews: These audits focus on the components of the major 

business activities, such as payroll and benefits, cash handling, inventory and 

equipment, physical security, grants and contracts, and financial reporting. Internal 
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Dittenhofer (2001) "Effectiveness is the achievement of internal auditing goals and 

objectives using the factors of measures provided for determining such factors". In 

Mihret and Yismaw, (2007) internal audit effectiveness is defined as "the extent to 

which an internal audit office meets its supposed objective or the extent to which it 

meets the intended outcome". 

Audit Effectiveness Different authors were defined the term "effectiveness" as 

follows; for instance, Arena and Azzone (2009) defined effectiveness as "the capacity 

to obtain results that are consistent with targets". 

All the three authors defined effectiveness in terms of achieving the IA goals and 

objectives, though interpreted in different ways. Mihret and Yismaw (2007) described 

the characteristics of effective internal audit unit from the internal audit point of view. 

Effective Internal Audit (IA): Undertakes an independent evaluation of financial and 

operating systems and procedures; Contributes to the achievement of organizational 

goals; needs management's commitment to implement recommendations; Provides 

useful recommendations for improvements as necessary; Affected negatively by lack 

of attention from management which in turn adversely affects the auditee attributes; 

and Management support is a natural quid pro quo for effective internal audit. 

While; Sarens and Beelde (2006) point out the contribution and roles of internal audit 

in organizations or corporate governance from the senior management's expectation 

point of view. Senior management expects internal audit: To compensate for 

management's loss of control resulting from increased organizational complexity, To 

be the safeguard of corporate culture through personal contacts with people in the 

field, To be a supportive function in the monitoring and improvement of the risk 

management and internal control system, To be laid a training ground for future 
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This indicates that internal audit and management is the interdependent unit that 

should be collaborated to achieve organizational goals. While doing their activities, 

there is some value that internal audit unit seeks from management (such as 

management support, commitment, expectation, etc.) and what management wants 

from the internal audit, like adding value in decision making by providing sufficient 

information and reducing information asymmetry, monitoring and improvement of the 

risk management and internal control system. 

managers, and To collaborate actively with the external auditors to increase total audit 

coverage. 

Management Support Internal auditors by having a close relationship with 

organization's management in their day to day activities. They need good support and 

perception from their management to be more effective and to achieve the audit 

objectives. Management support is expressed in terms of supporting the auditing 

process by fulfilling the necessary resources, finance, transport if required, providing 

training, introducing auditors with new technology and procedures, budgeting funds 

for certification and other facilities that facilitate the internal auditing works. 

Management support has a far-reaching consequence on IA effectiveness III 

organizations. For example, Mihret and Yismaw (2007) in their case study of IA 

effectiveness on public sector shows that the component of management support 

consists of the response to audit finding and the commitment to strength internal audit 

which has significance influence on IA effectiveness. 

Given the fact that internal audit activities are performed in dynamic management 

process and more supportive environment, internal auditors expects senior 

management to take the first step to support the IA process. Because, Sarens and 
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Beelde (2006) argue that the overall acceptance and appreciation of IA within the 

company IS strongly dependent upon the support they receive from senior 

management. Internal audit actively seeks management support with resources, 

commitment to promote and communicate their added value. 

The management support is almost crucial to the operation and internal audit; because 

all other determinants of IA effectiveness derive from the support of top management, 

given that hiring proficient IA staff, developing career channels for IA staff, and 

providing organizational independence for IA work are the results of decisions made 

by top management (Cohen & Sayag, 2010). 

This means, it is the interest of management to maintain a strong internal audit 

department (Adams, 1994). In addition, implementation of audit recommendations is 

highly relevant to IA effectiveness which is the component of management support 

(Mihret and Yismaw, 2007). The management of an organization is viewed as the 

customer receiving IA services. 

As a result, management's commitment to use audit recommendations and its support 

in strengthening internal audit is vital to IA effectiveness. Therefore, audit finding and 

recommendations would not serve much purpose unless management is committed to 

implement them. Furthermore, Belay, (2007) found that, to curb corruption and 

inefficiency in the public sector of Ethiopia, it is mandatory to have effective internal 

audit function (IAF) that in turn needs appropriate governance structure, mobilizing 

sufficient and appropriate resource and competent personnel. 

Management's Perception of lA's Value Perception is the process of attaining 

awareness or understanding of sensory information or it is the mental image or 

intuitive recognition of experience when aware of the elements of the environment 
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(Woodard Ill, 2002). To function effectively, internal auditors and the customers of 

audit services should possess a similar understanding of what makes internal auditing 

a value added activity. The failure to reach this understanding could result in the 

perception that internal audit is simply an obstacle to achieving production objectives. 

This can result in underutilized audit services and ignored audit recommendations 

(Flesher and Zanzig, 2000) which adversely influence the effectiveness of IA (Arena 

and Azzone, 2009). When employees at all levels perceive that the top management 

assigns importance to the function of IA, they will cooperate and support these 

processes (Cohen & Sayag, 2010). This implies that internal audit staffs are more 

motivated and encouraged to perform audit activities given good management's 

awareness of IA values. 

Sarens and Beelde (2006) used a case study approach of five Belgian firms to explore 

the expectations and perception of both senior management and internal auditors with 

respect to the relationship between these two parties. They found that, when internal 

audit operates primarily in a management support role, there is a lack of perceived 

objectivity and the relationship if the audit committee is week. 

However, senior management's expectations significantly influence internal audit and 

that the perception of senior management is critical to the acceptance and 

appreciation, to promote value added and to the maturity of internal audit function 

with the Organizational Independence. Independence has no single meaning and 

interpretation across the people; hence the concept is subject to ambiguity and 

uncertainty (Wines, 2012). 

However, for the purpose of this case study, independence refers to the concept of 

being free from any management influence while internal auditors perform audit 
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activities and issue audit report (Belay, 2007). Independence is fundamental to the 

reliability of auditor's reports. Those reports would not be credible, and investors and 

creditors would have little confidence in them, if auditors were not independent both 

in mind and in fact, appearance. 

The assurance services provided by auditors derive their value and credibility from 

the fundamental assumptions of independence of mind and independence in 

appearance (Stewart and Subramanian, 2010). While the internal audit is typically a 

whole management process, to maintain objectivity, to increase the reliability of 

information, to be free from unacceptable risk of material bias, and to issue 

reasonable and credible audit opinion, it is required to be independent (IIA,2001). 

However, due to an often strong direct or indirect relationship between IA and the 

Chief Executive Officer (CEO) and/or chief Finance Officer (CFO), it is reasonable to 

expect that senior management is in a position to exert a significance influence over 

IA (Peursem, 2005). Independence in fact exists when auditors are actually able to act 

with objectivity, integrity, impartiality and free from any conflict of interest. 

While the concept of independence in appearance is the auditor should be perceived 

by others (the public or other third party) to be independent. In this case, conflict of 

interest will also exist when a reasonable person, with full knowledge of all relevant 

facts and circumstances, would conclude that the auditor, or a professional member of 

the audit team, is not capable of exercising objective and impartial judgment in 

relation to the conduct of the audit of the audited body. Auditors should be 

sufficiently independent from those they are required to audit in order to conduct their 

work without interference. 
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In order to maintain their independence internal auditor's organizational status and 

position is also critical which is related to management perception. This is because it 

enables them to exercise their tasks independently and act objectively. As Stewart and 

Subramanian (2010) review under organizational status the IAF should be given the 

appropriate status in the organization to enable the function to exercise organizational 

independence and individual internal auditors to act objectively since internal auditors 

are found in a unique position as employees of an organization with responsibility to 

asses and monitor decisions made by management and also to the management. 

Coupled with objectivity, organizational independence contributes to the accuracy of 

the auditor's work and gives employers confidence that they can rely on the results 

and the reports (Cohen & Sayag, 2010). However, Hellman (2011) suggested that 

CFOs seek to influence audit planning, particularly with regard to internal controls 

and the selection and scope of entities subject to audit; and this in return impairs the 

independence of internal auditors. 

Furthermore, many auditors have argued that in order to achieve audit objectives and 

become effective in the organization, independence is very important. For instance, 

the independence of internal audit department and the level of authority to which the 

internal audit staffs report are the important criteria influencing the objectivity of its 

work, and added that organizational independence is more crucial to the effectiveness 

of the internal auditors, as it protects the auditor from pressure or intimidation, and 

increases the objectivity of the auditing work (Bou- Read, 2000). 

Adequate and competent Internal Audit Staff; Adequate staffing is essential for a 

system to perform to its full capability. Weakness in staffing can lead to 

mismanagement, error and abuse, which can negate the effect of other controls 
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For instant, in larger sized functional units, there will be more opportunity and 

flexibility to have a staff rotation schedule that can also influence IA effectiveness by 

promoting a more healthy relationship and resulting in more objective audit 

investigations. Furthermore, Zain et al. (2006) argue that a larger size internal audit is 

likely to be better resourced, including having a broader work scope, higher 

organizational status and wider staff talent than a smaller unit. 

(MoFED, 2004). The size of IA staff and the competency of internal audit are the 

critical characteristics ofIA quality that can't be separated. 

This means at the absence of one dimension the other cannot contribute to the quality 

of internal auditors. The empirical findings by Al-Twaijry et al. (2004), based on 

questionnaire and interview responses from internal and external auditors, working in 

Saudi Arabia, suggests that the external auditors believes that IAF size is an important 

indicator of its quality. In addition, large size of IA staff has many benefits for 

internal operations of IA unit. 

Likewise, the quality of IA work is likely to be higher in internal audit units with a 

larger proportion of staff with audit experience than those with a lower proportion of 

audit experience. Appropriate staffing of an internal audit department and good 

management of the staff are keys to the effective operation of an internal audit. An 

audit requires a professional staff that collectively has the necessary education, 

training, experience and professional qualifications to conduct the full range of audits 

required by its mandate (Al-Twaijry et al, 2004). 

Auditors must comply with rrunimum continuing education requirements and 

professional standards published by their relevant professional organizations (IIA, 

2001). The ITA's standard 1210, on proficiency of the auditor require that the internal 
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auditors should possess the knowledge, skill and other competencies needed to 

perform their responsibilities (IlA, 2001). 

Additionally, the critical dimension of IAF is the quality of its internal auditing staff 

measured in terms of internal auditor's skill. As part of this, Competency Framework 

for Internal Auditing (CFIA) focuses on the skills needed by an individual person to 

be an efficient internal auditor. 

The literature review specifically conducted on the communication skills (Smith, 

2005) stated that the development of effective communication skills (such as 

listening, interpersonal, written and oral communication skills) is an important part of 

internal auditor's advancement potential. Internal auditors must possess highly 

developed communication level of skills to become a successful professional. 

The development of these skills does not only enhance the auditor's potentials, but 

will also improve the quality of audits produced. In addition to the above dimension 

of IA quality, the competence of internal auditors can be measured in terms of 

academic level, experience and the efforts of staff for continuous professional 

development and compliance with audit standards. 

Both the quantity of audit effort and the quality of professional care exercised will 

determine the overall quality of the internal audit work (Cohen & Sayag, 2010; Leung 

and Belay 2007). Arena and Azzone, (2009) also stated that IA effectiveness increase 

in particular when the ratio between the number of skilled internal auditors and 

employees grows. 

This shows that, sufficient large number of skilled professionals enables the IA to do 

its duties. The Approved Internal Audit Charter is defined by the IlA as "a formal 

written document that defines the activity's purpose, authority and responsibility. 
27 
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operations of the audited body (Cohen & Sayag, 2010; Arena & Azzone, 2009; 

Internal auditors have the right and ability to access all information in every part of 

the organization and their function lies at every activities of the corporate governance 

system. All the stakeholders will therefore benefit from having a strong Internal Audit 

Function (IAF) which will provide value to the other cornerstones of corporate 

governance (Smet and Mention, 2011). Because internal auditors can make line 

managers aware of their responsibility; can act as a consultant in monitoring risk, 

identifies weakness in internal control system, and facilitates the implementation of 

risk management as well as contributes to the appropriateness of procedures and 

Dittenhofer, 2001). The question therefore is, will a business or institution which has 

an efficient internal control system face any problem that was not envisaged? 

Also, in the accounting profession, audits play an important role in serving the public 

interest by increasing the accountability of managers and reinforcing trust and 

confidence in financial reporting process and they serve as an important link in the 

business and financial reporting process of corporations and not for profit providers at 

organizational level (Reynolds, 2009). In connection with this, internal audit identifies 

weak links in the system as well as creates potential opportunities for improvement 

and act as a feedback mechanism for the top management. Hence, organizations 

seeking a suitable and effective quality management system need to conduct internal 

audits to ensure that the system functions as intended (Lindow & Race, 2002). 

Therefore, it is important to have effective internal audit unit as part of modern 

governance system in business offices. In corporate governance internal audit issue 

has received increasing attention in recent years, due to different reasons. To mention 

some of them, internal audit links to the internal control-risk management system; 

improve organizational efficiency and effectiveness through providing constructive 
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criticism and recommendations about organizations status; reduce information 

asymmetry during decision making; serves as an important internal assurance in the 

business and financial reporting process of corporations (Soh & Bennie, 2011). 

Recent professional trends have increased the importance of internal control cues in 

evidence evaluation. Effective internal controls are important to ensure accurate 

timely reporting and facilitate continuous auditing. 

The charter should be (a) establish the internal audit activity and position within the 

organization; (b) authorize access to records, personnel and physical properties 

relevant to the performance of managements; and ( c) defined the scope of internal 

audit activities" (IIA, 2001). Additionally, an internal audit charter typically includes 

the responsibilities of the IA in broad terms, the standards followed by the IA; and the 

relationship between the IA and the audit committee. 

It may also define access to the information (documents, records, systems, and 

personnel) necessary to perform and reach conclusions on the work, and it is a vehicle 

for asserting that there are no unreasonable limitations on the scope of the auditor's 

work. The charter should clearly identify and record any limitations and alter to actual 

or potential changes on internal and external conditions that affect its ability to 

provide internal control assurance from a forward looking perspective (Regan, 2002). 

Different authors have explained the presence of defined audit charter, thus if 

organizations will helps auditors to be effective. For instance, Regan (2002) 

concludes that a well drafted charter is an important ingredient for the IA 

effectiveness. It helps to direct the efforts of audit staff and defines what the board can 

expect on the assurance it required on internal control from an IA. 
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Peursem (2005) added that the presence of a strong charter adds an official and 

respected layer of authority to the position of IA in the company. It is also an 

important feature of insuring success in achieving the independent status of an IA. 

Furthermore, the existence of audit charter in the organization influences senior 

management to follow the recommendations of the internal auditors (Peursem, 2005) 

which in turn affects IA effectiveness. 

2.2 The Theories of Internal Controls 

2.2.1 Reliability Theory 

Reliability theory simply describes the probability of a system completing its 

expected function during an interval oftime (Gavrilov& Gavrilova, 2001). According 

to Gavrilov& Gavrilova (2001) an internal control system comprises of components 

that are interrelated and each component needs a defined measure of success. In 

addition, the reliability of the entire internal control system is a binary combination 

with two possible values, "success" and "failure" (Gavrilov& Gavrilova, 2001). 

Internal control systems have a primary purpose of assessment and control of risks, 

that a material error will be prevented or detected on a timely basis by the system, 

leading to prevention of losses (Kinney, 2000). In the view of Kinney (2000), weak 

internal control systems result in more substantive work and hence greater cost. 

According to Gavrilov& Gavrilova (2001), the determination of the "weakness" of 

any internal' control system is primarily judgmental. Upon the formulation of the 

process and system reliability estimates, comparison with data from the companys' 

past performances or other companies may provide a more solid basis for judgment of 

the impact of an internal control system on firms income, risk and hence provide for 

more rational allocation of the auditor's time and effort (Kinney, 2000). The theory is 

of the view that company managers are therefore required to ensure the accuracy of 
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these systems (Stratton, 2007). Stratton (2007) also adds that the process of evaluation 

of the internal control system by both management and external auditors is 

judgmental in nature. However, the few attempts at modeling internal control systems 

have not been implemented by firms due to the lack of realism, difficulty of modeling 

behavioral systems, lack of cost effectiveness, and lack of understand ing by 

practitioners(Stratton,2007). 

The theory is therefore of importance to the study, simply because it portrays the kind 

of close relationship between organization's management and external auditors 

regarding internal control systems and control risk assessment of organizations. This 

implies that both internal and external risks have to be assessed and identified to 

prevent any uncertainty that will be associated with the organization as well as any 

threats. 

2.2.2 The Agency Theory 

According to the agency theory, there exist a contract between the owners of 

economic resources (the principals) and managers (the agents) who are charged with 

using and controlling the organization's resources (payne, 2003). In the view of Payne 

(2003) 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. According to the theory, in order to 

harmonize the interests of the agent and the principal, comprehensive internal control 

measures are instituted to address the interest of both the agent and the principal 

(Jussi& Petri, 2004). 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 (payne, 2003). The agency theory therefore works on the 

assumption that principals and agents act rationally and use contracting to maximize 
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their wealth (Payne, 2003). This theory is relevant to this study simply because 

internal control is one of many mechanisms used in Waste management companies to 

address the agency problem by reducing agency costs that affect the overall 

performance and profitability as well as the benefits of the principal (Payne, 2003). 

This implies that the internal controls enhance the provision of additional information 

to the principal (shareholders) about the behavior of the agent (management), reduces 

information asymmetry and lowers investor risk and low revenue. 

2.2.3 Attribution Theory 

The theory of attribution discovers how people interpret events and behaviors and 

how they attribute causes to the events and behaviors. Reffett (2007), in his view 

concerning the attribution theory 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. The theory believes 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). This implies that when the observed behavior is 

negative, consequently, evaluators are expected to infer the failure to detect internal 

control on profitability generation as a dispositional tendency on the auditor's part 

which concludes that auditors are negligent (Schroth and Shah, 2000). 

Attribution theory thus advocates for auditors to report on the effectiveness of firms' 

internal control (Wilks and Zimbelman, 2004). 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 
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internal controls (Wilks and Zimbelman, 2004). This is deemed necessary for the 

auditors' reliance and possibly scaling back of other substantive audit procedures for 

the required profitability generation. According to Bonner, Palmrose, and Young 

(1998), evaluators can use the audit processes as a basis to determine negligence if 

auditors fail to detect internal control 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. The theory is of 

importance to the study because for any negligence of the parties involved in internal 

controls in waste management companies, they must be held responsible for their 

deeds and this will help bring the best out of the stakeholder involved in the internal 

control mechanism; hence, improving the performance and profitability of the 

organization. 

2.3 Types of Internal Control Systems 

According to Lousteau (2006) internal controls are grouped into preventive controls, 

detective controls, corrective controls, directive controls and compensating controls. 

33 

2.3.1 Preventive Controls 

Preventive controls are measures put in place by management to deter and prevent 

noncompliance with directives, policies and procedures (Lacotelli, 2009). These 

preventive controls are intended to prevent risk of error, frauds and irregularities from 

occurring in transactions and prevention of loss (Lacotelli, 2009). According to 

Lacotelli (2009) "these preventive controls are in the form of segregation of duties, 

proper authorization and approval, establishment of organizational chart to allocate 
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jobs to responsible officers, adequate documentation, physical control over assets and 

constant training of staff'. 

2.3.2 Detective Controls 

These controls are aimed at detecting and uncovenng problems such as fraud, 

irregularities and errors after they have been committed (Wells, 2006). Well (2006) is 

of a view that the controls are in the form of post-audits, inception reports and 

validation. They provide evidence that a loss has occurred but do not prevent a loss 

from occurring (Wells, 2006). 

2.3.3 Corrective Controls 

The corrective controls are measures put in place to address anything which is foreign 

and every problem that has occurred in the system (Simmons, 2005). For instance, the 

corrective controls are system re-design, follow-ups, post audits and application of 

punishments by management for wrong doing (Simmons, 2005). 

2.3.4 Directive Controls 

Directive Controls refer to policies and procedures put in place by top management to 

promote compliance with independent rules (Rittenberg, Schwieger, Scheiner, 2007). 

The policies and procedures from management that are important must pervade the 

organization and must be clear and consistent in order to ensure compliance 

(Rittenberg et al., 2007). 

2.3. 5 Compensating Controls 

Compensating controls are put in place for lack of controls elsewhere in the system 

(Wells, 2006). According to Wells (2006) organizations with an electronic database 

could maintain a hard copy of the client list in the office library and such a list would 
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compensate for downtime in electronic systems and difficulties ill locating client 

names in an electronic system. 

2.4 Objectives of Internal Control System 

Internal Control objectives are fancied goals or conditions for a particular occasional 

cycle, which, if accomplished, limit the potential waste, misfortune, unapproved 

utilize or misappropriation will happen. They are conditions which we need the 

arrangement of internal control to fulfill. For a central goal to be viable, consistence 

with it and must be quantifiable and recognizable (Mercers University, 2010). 

Internal Audit assesses Mercer's arrangement of internal control by getting to the 

capacity of individual process controls to accomplish seven pre-characterized control 

objectives. The control targets incorporate approval, culmination, precision, 

legitimacy, physical protections and security, blunder taking care of and isolation of 

obligations. These are expounded beneath; 

Authorization 

The objective is to guarantee that all exchanges are affirmed by capable work force as 

per particular or general specialist before the exchange is recorded. 

Completeness 

The objective is to guarantee that no substantial exchanges have been overlooked 

from the bookkeeping records. 
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Accuracy 

The objective is to guarantee that every single legitimate exchange is exact, steady 

with the starting exchange information and data is recorded in an auspicious way. 

Validity 

The objective is to guarantee that every single recorded exchange decently speaks to 

the monetary occasions that really happened, are legitimate in nature, and have been 

executed as per administration's general approval. 

Physical Safeguards & Security 

The objective is to guarantee that entrance to physical resources and data frameworks 

are controlled and legitimately confined to approve work force. 

Error Handling 

The objective is to guarantee that mistakes identified at any phase of handling get 

quick restorative activity and are accounted for to the proper level of administration. 

Segregation of Duties 

The objective is to guarantee that the obligations are relegated to people in a way that 

guarantees that no individual can control both the recording capacity and the methods 

in respect to handling the exchange. 
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An all-around outlined process with proper internal controls ought to meet with most, 

of these control objectives. When all is said and done, the internal control system is 

utilized to reduce loss of income, wastage of asset, unforeseen expenses. When one 

worker executes both elements of physical control over resources and records, there is 
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potential danger of abusing the benefits of the organization for individual picks up 

and altering the records to alleviate from obligations. 

Regular objectives of internal control incorporate a) unwavering quality of monetary 

announcing, b) viability and productivity of operations and c) consistence with 

relevant laws and direction (AlCP A, 1996). Foundation and supervision of internal 

control systems are the duty of the administration to get the normal outcomes 

(Committee of Sponsoring Organizations of the tread way commission, 2009). It is 

fundamental to have a sufficient internal control system to ensure resources and 

records which should be possible by partitions of obligations. In the event that the 

benefits and records are not appropriately ensured then they can be either stolen or 

harmed or abused for individual purposes. Such occasions could bring about the 

interference of bookkeeping and also working procedure of the associations. The 

defensive measure for assurance of benefits and data is the utilization of isolations of 

obligations for physical security against pilferage. Firms in the most noteworthy class 

advantage of the organizations. To distinguish an appropriate control, an organization 

of internal control encounter essentially enhance the nature of income (Shiri et ai, 

2012).As indicated by State Bank of Pakistan (2004), objectives of internal control 

can be ordered into; a) execution targets, b) data goals and c) consistence destinations. 

The execution goals ought to concentrate on insurance of advantages, proficiency in 

the operation and hazard administration. The data objective requires exactness of 

records and ampleness of revelation. Consistence objective requires guaranteeing that 

laws, controls and internal polices important to the organization are appropriately 

actualized. 

Thus, internal control is essentially coordinating individuals' activities to the greatest 

must know its related dangers that make block against the accomplishment of its 
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---------------- .......• 
objectives. Any organization either benefit making or non-benefit making characterize 

its goals, then watch its related dangers, or at the long last actualize control to get the 

coveted outcomes. 

2.5 Legal Framework of Internal Controls 

Sarbanes-Oxley Act 2002 (SOX) 

Sequences of business disappointments and corporate outrages in USA got the 

consideration of business world which required an exhaustive enactment that could 

fulfill the enthusiasm of partners who are not included in the operations of business. 

Sarbanes-Oxley Act 2002 (Institute of International Auditors, 2008) was the 

aftereffect of prominent disappointments of organizations and corporate 

embarrassments in USA to fortify the duty of directors and other significant 

system. The issue with Sec 404 of SOX is that it has expanded the expenses of firms 

specialists of organizations as to control the assets. Area 404 of Sarbanes-Oxley Act 

satisfies one of the prerequisites of corporate Governance in Sarbanes-Oxley Act 

which manages the internal control. Turnbull Guidance has been identifying by the 

US Securities and Exchange Commission (SEC) as a proper system for following the 

prerequisites of US for internal controls over money related announcing. SEC 404 of 

SOX Act 2002 portrays that organization's yearly report must contain the report of 

internal control report which incorporates The administration's duty articulation for 

setting up and keeping up internal control system for the budgetary detailing of the 

organizations, recognizing structure utilized by the administration to assess the 

productivity and adequacy of internal control surveyed by the administration in 

monetary revealing towards the finishing of late financial year. Additionally this 

report should likewise say "any material shortcomings" if any found in control 

because of the inclusion of various gatherings. For example, Sec 404 says that "it 
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ought to incorporate the senior administration, in-house counsel, internal auditors, 

outside counsel and review advisory group individuals". As per this segment, it 

suggests 35-40% of the aggregate review charges of an organization. Expanded 

requirement for observation in business may speak to the way that the cost of 

checking exchanges will likewise rise (Ouchi, 1980). 

2.6 Ghana Context of the Legal Framework 

Public Procurement Act, 2003 (Act 663) 

The Public Procurement Act 2003, (Act 663) is divided into nine (9) parts and covers 

the following: 

(1) The Act sets up the Public Procurement Board, its exact forces, and its revealing 

framework; 

(7) It builds up the strategies for transfer of stores, plant and gear; 
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(2) It accommodates Procurement Structures, their extent of utilization, delicate 

elements and their assessment framework; 

(3) It sets up Tendering Procedures, arrangement of Tender Documents, and 

illumination and alteration of tender document; 

(4) It sets up the strategies for the accommodation of tenders, tenders securities, 

assessment of tenders and acknowledgment framework; 

(5) It sets up the techniques and strategies to draw ill the administrations of 

specialists; 

(6) It sets up an audit framework including procurement, organization, application if 

guidelines and suspension of acquirement procedures; 
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(8) It builds up random arrangements covering set of principles; and 

(9) Request for data by the board, statutory reviews, survey of limit levels community 

to legitimate writings and global commitments. Open Sector Accounting: The 

Institute of Chartered Accountants Ghana (ICAG, 2010). 

Structures in the Procurement Process 

The Public Procurement Act 2003, Act 663 and the amended Act 2016, Act 914 

provided a well-defined structure under which procurement can take place. Part II of 

Act 663 sets provides the structures which are to be set up to carry out procurement in 

all public organizations. The various structures are to be set up in accordance with the 

appropriate composition outlined in Schedule 1 and 2 of Act 663. The main structures 

as outlined in Part II are the Public Procurement Authority, Procurement Entity, Head 

of Procurement Entity, Head of Procurement, Procurement Unit, Entity Tender 

Committees, Entity Review Boards and Tender Evaluation Panel. However, the 

activities of the Procurement Unit, Entity Tender Committees and the Tender 

Evaluation Panel are relevant to the current study, hence elements for consideration 

(public Procurement Authority, 2016). 

Procurement Unit 

A Procurement Unit is an outfit in a procurement entity charged with the 

responsibility of superintending over procurement activities in public sector 

organizations. The head of the Procurement Unit is enjoined to work with the team 

and is responsible for undertaking and coordinating all detailed procurement activities 

with the procurement entity (Public Procurement Authority, 2016). Some functions of 

the procurement unit include but not limited to the following; 
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a. Accepting procurement requests from originating officers, checking that, the 

proposed procurement is within the approved procurement plan and that, budgeted 

funds are available prior to commencement of procurement proceedings. 

b. Responsible for ensuring those funds are properly committed prior to issue of any 

contract or purchase order 

c. Coordinating the preparation of specifications, terms of reference, bill of quantities, 

drawings, shortlist or advertisements and prequalification, tender or request for 

quotation documents. When so required by the Tender Committee, submission of 

documentation for review by the tender committee prior to issue; 

d. Arranging the publication of advertisements and notices of contract award. 

e. Coordinating the process of opening of tenders and quotations and ensuring the 

preparation of formal records of tender or quotation opening in accordance with 

Section 56 of the Act 

Entity Tender Committee 

Section 17 of the Act; mandate each procurement entity to establish a Tender 

Committee in the manner set out in schedule 1 and the Tender Committee is 

established at the following levels: 

1. Central Management Agency/Ministry/Sub vented Agency; 

2. Tender Committee for Regional Coordinating Council; and 

3. Metropolitan/Municipal/District Tender Committee. 
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Metropolitan/MunicipalfDistrict Tender Committee 

The MetropolitanlMunicipallDistrict Tender Committee IS made up of eight (8) 

members. 

The functions of the committee include the following; 

1. Review procurement plans In order to ensure that, they support policies and 

programmes of the Assembly; 

2. Confirm the range of acceptable cost of items to be procured and match these with 

the available funds in the approved budget of the Assembly; 

3. Review the schedules of procurement and specifications and also ensure that, the 

procurement procedures to be followed are in strict conformity with the provisions of 

this Act, its operating regulations and guidelines; 

4. Ensure that, the necessary approval is secured form the relevant Tender Review 

Board in terms of the applicable threshold in Schedule 3 of this Act, prior to the 

award of the contract; 

5. Facilitate contract administration and ensure compliance with all reporting 

requirements under this Act; and 

6. Ensure that, stores and equipment are disposed of in compliance with this Act. 

For contracts above the threshold of entity tender committee, the committee shall 

refer its decisions to appropriate review Tender board for concurrent approval. 

The Tender Evaluation Panel 

Section 19 of the Act establishes a Tender Evaluation Panel by each procurement 

entity to evaluate tenders and assist the tender committee in its work. A panel is an 

ad-hoc body (Regulation 19(20» of not more than five members constituted for a 
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specific procurement package. The panel includes members with skills, knowledge 

and experience relevant to procurement requirements. 

District Review Board 

A District Review Board is established in accordance with schedule 2 of the Act to 

review procurement decisions of the District Tender Committee within the thresholds 

set out in schedule 3 of the Act 663. The District Review Board is to review the 

activities at each of the procurement cycle which will lead to the selection of the 

lowest evaluated tender by the District Tender Board. The board is made up of five 

(5) members. 

Financial Administration Act, 2003 (Act 654) 

The Act characterizes plainly the forces and duties of budgetary stewards (singular 

office holders) and their exact parts. It characterizes the focal players in the budgetary 

organization of the nation, the task of duties, their capacities and parts. This 

incorporates the obligations of the Controller and Accountant-General. 

The act among others builds up the conditions for the control and administration of 

open finances, the focal system for the control of open accounts, sketching out the 

standards by which assets are gathered into the solidified reserve, kept and dispensed, 

the modalities for the accumulation of income. 

The act requires the setting up budgetary control over open accounts identified with 

income and use, and to receipts and installments depicting the conditions under which 

appointments are made. Government use is liable to yearly administrative allocation. 

It enables the Controller and Accountant-General to guarantee that installments from 

assignments are legitimately made. No installment must be made aside from in a way 

gave by law. Particular authorizations may give proceeding with specialist for 
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installments, for example, charged consumption and builds up standards under which 

Government Accounts are overseen and kept, the arrangement of government records 

and the revealing of definite records of government. 

It depicts the conditions for risk, offenses and punishments and the foundation of 

Financial Administration Tribunal. Open Sector Accounting: The Institute of 

Chartered Accountants Ghana (ICAG), 2010. 

Internal Audit Agency Act, 2003, (Act 658) 

The Internal Audit Agency Act 2003, (Act 658) is organized into three areas. 

Section one builds up the inside review organization as a zenith oversight body to 

arrange, encourage and give quality confirmation to inner review exercises inside 

people in general area. The office is to set principles and methods for inward review 

and inside general society benefit; 

It is the obligation of the office to guarantee that the money related, administrative 

and working data announced inside and remotely is precise, solid and opportune; 

Section two builds up inner review units inside MDA'S and MMDA'S and 

accommodates polished skill and capability, trustworthiness and privacy. The Agency 

has duty regarding issues identifying with models, morals, preparing, inquire about 

and other specialized and expert matters; 
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Section three requires the submission of yearly report of the organization to the 

President with a duplicate to the Auditor-General. 

It sets up punishments for giving false data and inability to deliver records asked for 

by the Director-General. Open Sector Accounting: The Institute of Chartered 

Accountants Ghana (ICAG, 2010). 

2.6 Conceptual Framework 

INTERNAL CONTROL 

MRA~TTRR~ 

Source: The Committee of Sponsoring Organizations of the Treadway Commission 

(2009) 

Risk Assessment: This consists of monthly risk control meetings and internal audit 

risk assessment (Hayes, Dassen, Schilder &Wallage, 2005). The risk assessment can 

differ between them but they are closely related to each other (Hayes et al., 2005). 

"The organization's internal and external risks have to be assessed and identified and 

because of the continuously change of situation, mechanisms are needed to identify 

and special risks will thereby be associated with the changes" (Hayes et ai., 2005, p. 

According to Gauthier (2008), risks are unpredictable. Gauthier (2008) indicated that 
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a risk that has just arisen may differ from the next risk and therefore risks should be 

monitored and viewed as a constantly changeable and evolving process as well as 

anticipated so that they can be avoided 

Control Environment: This observes how the directors and management are 

regarding the internal control system in the organization (Hayes et al., 2005). 

Important factors here are attitude, awareness, integrity, ethical values and the 

management philosophy (Hayes et al., 2005). 51) Stated that "control environment is 

the foundation for all other components of internal control and it has a strong 

connection to the whole atmosphere of the work environment". It is about the overall 

"attitude, awareness, and actions of directors and management regarding the internal 

control system and its importance in the entity" (Hayes et al., 2005). To reach good 

environmental control "the organization should have a code of conduct and a code of 

ethics that are well implemented in the whole organization and very clear to everyone 

who works there" (Hayes et aI., 2005, p. According to Gauthier (2008), "internal 

control is affected by its surrounding and its corporate culture and hence, an 

organization with an environment that support and open for control can be easier to 

respond to the different structures of procedures that are implemented". A good 

control environment is created when the internal control get support by the 

management( Gauthier ,2008). 

Control Activities: It is used as a tool to avoid unnecessary risks and to make sure 

that the organizational procedures will be carried out (Hayes et al., 2005). It consists 

of purchasing limits, approvals, security, reconciliations, and specific policies (Hayes 

et al., 2005). 
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Information and Communication: It is about being aware of the importance of the 

combination of giving relevant information and good communication to people who 

need it (Hayes et aI., 2005). Gauthier (2008) stated that "all of internal and external 

information, either financial or non-financial, are needed to be able to run and control 

the business. The information is then communicated among others to the 

management, who will use it when they are doing the internal control. Besides, good 

communication with the employees and good channels to share information with them 

in both directions, from worker to manager and from manager to worker, also help the 

internal control implementation" (p. Communication is the key to link all of the 

components of internal control (risk assessment, control environment, control 

activities and monitoring). This is the reason why the information and communication 

component has been emphasized as an importance factor to internal control 

implementation and thus building a good control environment in the organization 

(Gauthier, 2008). 

Monitoring: Monitoring is a system that is in progress that is, helping to achieve 

good quality of the internal control performance (Hayes et aI., 2005). Internal control 

needs to be monitored and it covers monthly reviews of performance reports and 

internal audit functions (Hayes et aI., 2005). Specifically, the internal auditors, as an 

outside party from the management, have the task to monitor the processes in 

organizations (Hayes et aI., 2005). These include the government set regulations, 

employees' feedback and even from customers complain (Hayes et aI., 2005). 

"Monitoring activities in an organization include regular management and supervisory 

activities, comparisons, reconciliations and hence, the boards and management should 

have adequate understanding about how the effective internal control should be 

implemented" (Hayes et aI., 2005). 
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Empirical review 

2.7 Effectiveness of Internal Control Measures 

The effectiveness of an internal control system in any organization is dependent on 

how fluid the system interacts with itself and how embedded it is into the 

organizations business processes (Amudo&Inanga, 2009). In assessing internal 

control effectiveness, the organization must understand the operations of the 

components, the intent of the principles and assumptions underlying the operations of 

the control components and how they are applied across the waste management 

industry (Amudo&Inanga, 2009). The waste management sector's effective internal 

controls include; "the maintenance of proper accounting records, employee 

accountability, timely reporting on financial matters, risk mitigation by internal 

employees, effective communication among employees, efficient and effective 

utilization of financial and non-financial resources and information and 

communication technology in waste service delivery" (Emasu, 2007) The 

effectiveness of these components within the waste managent sector helps to ensure 

that the companies are not unnecessarily exposed to avoidable financial risks and that 

financial information used within the business and for publication is reliable. 

Below are the variables that determine the effectiveness of internal control systems 

and are further elaborated; 

Control Environment 

Messier (1997), Sri Lanka Auditing Standards (2013) have mentioned that control 

environment is the approach toward internal control and control consciousness 

established and maintained by the management and the employees of an organization. 
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It may be viewed as the basis for other components of internal control providing 

discipline and structure. 

For inward control frameworks to be compelling Millichamp (2002) opined that 

control environment ought to delineate the general disposition, mindfulness and 

activities of executives and administration in regards to internal controls and their 

significance in the substance. The best possible working of control environment is 

impacted by seven variables and these incorporate management's philosophy and 

operating style, integrity and ethical values, a commitment to the competence, board 

of directors or audit committee, organizational structure, assignment of authority and 

responsibility and human resource policies and practices respectively (Ofori, 2011; 

Dougles 2011; Whittington and Pany 2001). 

Risk Assessment 

The second major aspect for the internal control systems effectiveness is risk 

assessment. Risks are the happenings that threaten the achievement of objectives. 

They finally affect an organization's ability to achieve its mission. Risk assessment is 

the process of distinguishing, evaluating and deciding how to succeed these things. 

There are both inward and outer dangers that could keep the accomplishment of built 

up targets at each level in an organization. Hence, for internal control to be 

compelling, management ought to take vital activities to keep these dangers. Be that 

as it may, some of the time administration can't maintain a strategic distance from the 

hazard from happening. In these circumstances, administration ought to decide if to 

acknowledge the hazard, lessen it up to the adequate levels, or dodge. So 

administration ought to guarantee that each hazard is surveyed and taken care of 

legitimately to accomplish its goals Millichamp 2002; Amudo and Inanga 2009 

Whittington and Pany 2001). 
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Information and Communication System 

Information and Communication emphases on the nature and quality of information 

needed for effective control that the systems use to develop such information, and 

reports necessary to communicate it effectively. Information is needed at all levels of 

organization to assist management in meeting the organization's objectives. The 

information is used by inside parties as well as outside parties. Internal control system 

is effective if the communication flows from top to bottom level at the time needed 

and in the form that helps the users to carry out their responsibilities. Internal control 

system is effective if the information it provides is quality and able to be used by 

outside parties such as customers, suppliers and regulators.it should be able to 

communicate information about an organization's plans, control environment, risks, 

control activities, and performance up, down, and across an organization. Reliable and 

relevant information from both internal and external sources must be identified, 

captured, processed, and communicated to the people who need it in a form and 

timeframe that are useful. 

The literature highlighted those benefits of relevant, timely and effective internal and 

external communication. 

~ Improved communication about expectation, responsibilities and objectives 

of an organization. 

~ Enhanced decision making 

~ Reduced dependence on individual employees who assist in the prevention 

and detection of frauds. 

(Ofori, 2011; Dougles 2011; Whittington and Pany 2001). 
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Control Activities 

Control activities are tools - both manual and automated - that help prevent or reduce 

the risks that can impede accomplishment of the organization's objectives and 

mission. Effective internal control systems have control activities that effectively and 

efficiently accomplish the organization's objectives and mission. The work of 

Messier (1997) noted that control activities are the policies and procedures that help 

ensure that necessary actions are taken to address the risks involved in the 

achievement of the entity's obj ectives. Internal control systems must have following 

the relevant activities for audit purpose: 

~ Performance review 

~ Information processing 

~ Physical control 

~ Segregation of duties. 

Amudo and Inanga (2009) saw that approval, isolation of obligations, and check 

before making the installments, control over access to assets, compromise, survey 

operations and supervision as the control exercises in any organization and must be 

available in each internal control framework. 

Management should establish control activities that are effective and efficient. 

According to Walker (1999) control activities occur at all levels and functions of the 

entity. He provided the following as example of control activities: 
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1. Top level reviews of actual performance, 

2. Reviews by management at the functional or activity level, 

3. Management of human capital, 

4. Controls over information processing, 
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5. Physical control over vulnerable assets, 

6. Establishment and review of performance measures and indicators, 

7. Segregation of duties, 

8. Proper execution of transaction and events, 

9. Accurate and timely recording of transactions and events, 

(Ofori, 2011). 

Monitoring 

Internal control system and application of controls change overtime. This can be due 

to the arrival of new personnel, varying effectiveness of implementing the procedures 

or supervision, time and resource constraints or changes in the circumstances for 

which the internal control system originally was designed. Thus the management 

needs to determine and observe whether the internal control system continues to be 

relevant and effective in the entity as intended. 

The reason for monitoring is to decide if internal control is satisfactorily composed, 

legitimately executed, and powerful. Internal control is enough planned and 

appropriately executed if each of the five internal control parts (Control Environment, 

Risk Assessment, Control Activities, Information and Communication, and 

Monitoring) are present and functioning as designed (Ofori 2011). Monitoring, the 

last component of internal control, is a process that assess the quality of internal 

control over time. Also monitoring is the evaluation of an organization's events and 

transactions to gauge the quality of performance throughout the period and to decide 

whether controls are effective. An effective internal control should emphasis 
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monitoring efforts and accomplishes the organization objectives. An effective internal 

control should be able to determine whether it is operating as intended and whether 

any modifications are necessary. All employees need to understand the organization's 

mission, objectives, and responsibilities and risk tolerance levels for monitoring to be 

most effective. Simmons (1995) 

Monitoring can be done through on going activities or separate evaluations. 

Internal control system must have ongoing monitoring activities include regularly 

performed supervisory and management activities such as continuous monitoring of 

customer complaints or reviewing the reasonableness of management reports. 

Separate evaluations are monitoring activities that are performed on non-routing basis 

such as periodic audits by internal auditors. 

In evaluating the extent to which the effectiveness of internal control is monitored, the 

following criteria in ongoing monitoring activities, separate evaluations and reporting 

deficiencies should be considered (COSO 2002). 

~ Ongoing monitoring 

i. Extent to which personnel, in carrying out their regular activities, obtain evidence as 

to whether the system of internal control continues to function; 

ii. Corroboration of the communication from external parties with internally generated 

information; 

iii. Periodic comparison of amounts recorded by the accounting system with existing 

assets and liabilities; 

iv. Feedback to management whether controls operate effectively; 

v. Effectiveness of internal audit activities 
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ii. Appropriateness of reporting protocols and follow up actions 

~ Separate evaluation 

i. Scope and frequency of separate evaluation of internal control 

ii. Appropriateness and logicality of evaluation process and methodology 

iii. Appropriateness of the level of documentation 

~ Reporting deficiency 

i. Existing of the mechanism for capturing and reporting identified internal control 

deficiencies; 

Monitoring includes management's methods for following up and checking on 

performance to ensure that controls are complied with. With monitoring component 

the internal control has made a circle and monitoring activity help to improve control 

activities, information systems as well as overall control environment (Messier 1997; 

Whittington and Pany 2001; Douglas 2011; Simmon 1995; Ofori 2011). 

During the 1980s, several high-profile audit failures led to creation of the Committee 

of Sponsoring Organizations of the Treadway Commission (COSO), organized for the 

purpose of redefining internal control and the criteria for determining the 

effectiveness of an internal control system (Simmons, 1995). They studied the causal 

factors that can lead to fraudulent financial reporting and developed recommendations 

for public companies, independent auditors, educational institutions, the Securities 

Exchange Commission (SEC), and other regulators (COSO 2002). The product of 

their work is known as the COSO Internal Control-Integrated Framework (Simmons 

1995). The framework also points out that controls are most effective when they are 
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staff members and that most staff members are of the view that effective and efficient 

"built into" the entity's infrastructure (COSO 2002,) and further states that "built in 

controls support quality and empowerment initiatives, avoid unnecessary costs and 

enable quick response to changing conditions" (COSO, 2002). 

Internal control systems and Operational performance 

Within the last few years, a number of studies have divided the discipline into internal 

controls and profitability. An insight of related studies is as follows: 

Olatunji (2009) empirically investigated the impact of internal control on the overall 

management of Nigerian banks. Two hypotheses were tested to determine the 

correlation between frauds and internal control system and it concluded that 

management of banks should establish and practice sound internal control system to 

avoid frauds. It also recommended functioning adequate internal control system, 

effective internal audit department, proper attention for cash, attractive pay packages, 

good management and formulation of good personnel and recruitment policies. The 

study also opined that internal controls if well establish increase the return of asset of 

the organization. 

Ewa and Udoayang (2012) empirically carried out a study to establish the impact of 

internal control design on banks' ability to investigate staff fraud and staff life-styles; 

The study found that Internal control design influences staff attitude towards fraud 

such that a strong internal control mechanism is deterrence to staff fraud while a weak 

one exposes the system to fraud and creates opportunity for staff to commit fraud. In 

addition, most Nigerian banks do not pay serious attention to the life-style of their 

internal control design could detect employee fraud schemes in the banking sector. 

The study concluded that effective and efficient internal control system is necessary to 
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stem the malaise in the banking sector. The study therefore recommended that banks 

in Nigeria should upgrade their internal control designs and pay serious attention to 

the life-style of their staff members as this could be a red flag to identifying frauds. 

The work of Abu-Musa (2010) investigated the existence and adequacy of 

implemented security controls of computerized accounting information systems in the 

Saudi banking sector. The results also enabled bank managers and practitioners to 

better secure their computerized accounting information systems and to champion the 

security of information technology for the success of their banks. 

Kakucha (2009) in his study empirically evaluated the level of effectiveness of 

internal controls businesses operating in Nairobi. The study established that there are 

deficiencies in the systems of internal controls, with the degree of deficiencies 

varying from one enterprise to another. 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 while a 

negative correlation exists between the resources held by an enterprise and its internal 

control system weaknesses. They recommended that there was the need to enlighten 

the operators of small businesses of what constitutes an efficient and effective system 

of internal control through forums and seminars. The study also observed that return 

of asset of the business have declined over the years owing to poor control systems as 

their businesses strive to expand. 

Olumbe (2012) conducted a study to establish the relationship between internal 

controls and corporate governance in commercial banks in Kenya. It was concluded 

that most of the banks had incorporated the various parameters which are used for 
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2.8 Challenges of Implementing Internal Controls 

These are some of the drawbacks that are inherent in all internal control systems 

among the Private Sector Waste Management. They include: 

Management Override 

Lannoye (1999) pointed that high level personnel may be able to override prescribed 

policies and procedures for personal gains or advantage. This should not be confused 

with management intervention, which represents management actions to depart from 

prescribed policies and procedures for legitimate purposes. Management of the banks 

may override or disregard prescribed policies, procedures, and controls for improper 

purposes (Lannoye, 1999). The management override practices include 

misrepresentations to state officials, staff from the central control agencies and 

auditors. In the view of Lannoye (1999), management override must not be confused 

with management intervention (i.e. Intervention may be required in order to process 

non-standard transactions that otherwise would be handled inappropriately by the 

internal control system (Lannoye, 1999). A provision for intervention is needed in all 

internal control systems since no system anticipates every condition (Lannoye, 1999). 

Judgment 

The effectiveness of controls will be limited by decisions made with human judgment 

under pressures to conduct business based on the information at hand (Lannoye, 

1999). According to Lannoye (1999), effective internal control may be limited by the 
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gauging internal controls and corporate governance. The respondents agreed that their 

banks had instituted good corporate governance with a strong system of internal 

controls and that there is a relationship between internal control and corporate 

governance. The study further revealed that the profitability of the banks have 

increased since the enhancement of its internal control systems. 
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It has been stressed that management control systems must be designed for the 

specific organization, operations, and environment in which they will function, after 

careful consideration of the risks involved in that particular situation. Managers are 

sometimes tempted to shortcut the design process, such as by adopting the control 

systems designed for another organization. This can be dangerous. A flawed design 

may leave the impression of safety but may overlook important risks in one part of an 

operation while creating unnecessary inefficiencies in another. 
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realities of human judgment. Decisions are often made within a limited time frame, 

without the benefit of complete information, and under time pressures of conducting 

agency business (Lannoye, 1999). These judgment decisions may affect achievement 

of objectives, with or without good internal control. Internal control may become 

ineffective when management fails to minimize the occurrence of errors for example 

misunderstanding instructions, carelessness, distraction, fatigue, or mistakes 

(Lannoye, 1999). 

Collusion 

Control systems can be circumvented by employee collusion. Individuals acting 

collectively can alter financial data or other management information in a manner that 

cannot be identified by control systems (Williams 2000). The effectiveness of 

segregation of duties lies in individuals performing only their assigned tasks or in the 

performance of one person being checked by another. Hence, there is always a risk 

that collusion between individuals will destroy the effectiveness of segregation of 

duties (Williams 2000). For example, an individual receiving cash receipts from 

customers can collude with the one who records these receipts in the customers' 

records in order to steal cash from the entity (Williams 2000). 

Design flaws 
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Poor implementation 

The best-designed system will achieve its goal only if it is implemented properly. 

Managers and supervisors at all levels must be vigilant to assure that everyone 

complies with applicable control procedures. Even more importantly, the required 

procedures must be ones that workers will be comfortable using at all times, and 

which they will not be tempted to ignore when the procedures become inconvenient 

or in times of pressure and stress. Meeting this criterion is one of the key 

considerations in the design of effective control systems. Managers should also plan 

ahead for alternative arrangements that might need to be put in place in the event an 

emergency requires bypassing the regular procedures. 

Poor response to reported anomalies 

Control systems are designed to call attention to events that depart from normal 

expectations. For the systems to remain effective, it is essential that supervisors and 

managers respond properly to such alerts. The triggering event should be investigated 

promptly to determine if an irregularity was involved. If so, corrective action should 

be initiated. Failure to respond effectively to reports of anomalies will quickly 

undermine the effectiveness of the control. Care should be taken to avoid making the 

systems so sensitive that they yield frequent -false alarms'. If this happens too 

frequently, valid alarms might be ignored (Pridgen et al, 2007). 

Wrong doing by top managers 

Management controls are designed to help control the organization on behalf of 

its management, not to control the top managers themselves. The managers can 

easily circumvent the control systems, bypassing the controls directly or 
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The financial control system is only as effective as personnel who implement 

and perform the control. For example, employee may misunderstand 

instructions and make error of judgment. Employees may also make mistakes 

because of personal carelessness, distraction or fatigue. The auditor should 

carefully consider the quality of the entity's personnel when evaluating 

financial control (Williams 2000). There seems to be consensus on the inherit 

limitations of the effectiveness of an internal control systems as most of the 

limitations identified by AICPA (2009) is identified by Mercer University. 

instructing or authorizing others to do so. There are many examples of 

dishonest top managers evading the control systems to commit various forms of 

fraud and abuse. In a large organization, however, such activities are usually 

noticed by subordinates. Thus, the best protection against wrongdoing by top 

managers may be an environment of openness, in the system. This should also 

be a factor in the design of control systems. Workers are encouraged to report 

evidence of irregularities, confident that they will not be punished for being 

disloyal to their superiors. Such openness in an organization becomes part of 

the control environment. Management controls are an essential part of the 

structure and operations of any organization. The larger and more complex the 

organization and its activities, the more care must be given to the design of the 

control systems. But control systems are effective only if they are installed, 

maintained, and used by competent, dedicated managers. Systems can support 

such managers, but they cannot substitute for them. 

Personnel Errors or Mistakes 
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Notable among the inherit limitations are judgment, collusion and override 

among others which appeared in the studies of both AICP A (2009) and Mercer 

University. 

2.9 Research Gap 

The literatures reviewed above have highlighted the findings of various scholars on 

internal control systems. Most of the studies on internal control systems were 

conducted outside Ghana and basically in the banking industry. Also some studies 

revealed that internal control systems have some positive effect in enhancing good 

corporate governance leading to improved organizational performance. None of the 

reviewed studies focused on the waste management sector which is critical to the 

health of the people in Ghana. 
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CHAPTER THREE 

METHODOLOGY 

3.1 Introduction 

This chapter presents the methodological concerns used in conducting the study and 

provides a justification for each step taken. It involves the study design population, 

sample and sampling procedure, instruments, data collection procedure and data 

analysis procedure. 

3.2 Research design/ method 

Research perspectives 

Research methodology defines the systematic and scientific procedures used to arrive 

at the results and findings for a study against which claims for knowledge are 

evaluated (Nachamias et al., 2007; Saunders et al., 2009). A Research methodology is 

usually shaped by the perspective that the researcher adopts for a study. According to 

Saunders et al (2009) the perspectives that shape a research work can be categorized 

into five: Research Philosophy, Research Approach, Time Horizon, Research Strategy 

and Type of Data collected. 

Research philosophy 

Research philosophy refers to the assumptions and beliefs that govern the way we 

view the world (Saunders et al. 2009). It therefore, forms the basis of the general 

direction that a researcher chooses for a research. Two philosophies that shape a 

research are positivism and interpretivism. Research philosophy is positivism if 

"knowledge or the world is thought to exist independent of people's perceptions of it 

and that science uses objective techniques to discover what exist in the world. An 
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specific. On the contrary, the inductive approach begins with an observation of a 

interpretivism philosophy on the other hand, is where reality of the world is thought to 

arise out of the creation and exchange of social meaning during the process of social 

interactions. (Sullivan, 2001). Saunders et al (2009), Cooper and Schindler (2006). 

Research can be influenced by positivism or phenomenological beliefs (Sullivan T. J. 

as cited in Gyasi Nimakoh and Azumah 2009). 

The philosophy that will be guiding this study will be positivism. The positivism 

approach which emphasizes on empirical means or objectivity to create knowledge is 

used to investigate whether the relationship between the factors under study exist. The 

positivism approach views the world as objective reality and therefore suggests that 

knowledge is created by deductive reasoning whereby a precise and systematic 

process is adopted (McKerchar, 2010). Thus, positivist researchers normally adopt 

quantitative methods such as surveys and experiments in designing their research 

This approach will be adopted because the researcher believes that the issue of 

internal controls are based on organizational area of specialization, the size of the 

organization the caliber of employees engaged, the organizational culture and 

• environment. Most often the issue of internal control is not the non-existence of the 

management policies, but the style of management and the environment, influences 

the implementation of the management policies 

Research approach 

A research may be approached from a deductive or inductive perspective. A deductive 

approach begins with a theory or hypothesis and designs a strategy to test the 

hypothesis in a contest to accept or reject it. It therefore, proceeds from general to 

phenomenon in an environment, data is then collected based upon which a theory is 
63 
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studies (involving two or more). A longitudinal study rather involves the study of a 

developed or a generalization is made. The inductive approach therefore, progresses 

from specific to general. In short, the inductive approach is the exact opposite of the 

deductive. The researcher's approach to this study will be deductive because of her 

observation that businesses internal control has the tendencies of influencing its image 

in the eyes of its stakeholders. The viability and future prospects will be influence 

greatly by the activities of the business in the areas of controls indicators. This 

approach begins with an observation of a phenomenon in an environment, data will be 

then collected based upon which a theory is tested and a generalization is made. The 

deductive approach therefore, progresses from general to specific. 

The time horizon of research refers to the time period during which a research is 

conducted. There are two main time horizons for researches. These are the cross- 

sectional and longitudinal time horizons. A cross-sectional study, studies a particular 

phenomenon or phenomena at a specific period of time. It is therefore, possible to 

have a single cross-sectional study (involving one object) or multiple cross-sectional 

, specific phenomenon or phenomena at different times or periods. It is also possible to 

have single longitudinal study (involving one) or multi-longitudinal studies (involving 

two or more). That is, while the cross-sectional study is conducted once, the 

longitudinal study is conducted over different time periods. Based on the objectives of 

this study, the researcher chose the cross-sectional study because data will be 

collected once for analysis and will not require measuring and tracking changes in 
, 

perceptions overtime. 
, 

Research Strategy 

Research strategy is a general plan of how to answer the research questions. It is 

mainly guided by the research questions and research objectives among other things. 
64 
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It determines to a large extent the choice of data collection methods. The main 

research strategies are action research, ethnographic studies, experiment, survey, case 

study, grounded theory or archival research (Saunders et al., 2009). Survey 

questionnaire will be employed in gathering responses from the respondents. A 

questionnaire IS a set of questions that are designed for respondents to provide 

responses. For the purpose of this study, the researcher will make use of widely used 

and already developed research instruments to collect the data. The questionnaire will 

be made up of closed and open ended questions. With the closed ended questions, 

respondents will be expected to select the best answers or indications to questions or 

statements from the available options and a range of a scale (five point scale). 

Similarly, respondents will be expected to write the answers that best described their 

opinions in relation to the open ended questions. 

Study design 

This study uses an explorative, deductive quantitative approach. This is because the 

direction of the study is to evaluate the effectiveness of internal controls over 

organizational performance. So the research seeks to explore and to discover the 

influence internal controls can have over inefficiencies in organization relationship 

between changing in strategic direction and how this affects human resource 

performance. Also, this approach will enable me to get detailed and better 

understanding of the link. 

f 

3.3 Target Population 

According to Mason (2002), a population is the universal set of all existing people, 

units, items or event that contain characteristics of interest as well as all the set of 

possible data values for a subject under study. The accessible populations for this 
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study were the staff of zoom lion Ghana limited in the Upper East region and are 

estimated as 110. The staffs were categorized along the following lines 

1. Senior management 

2. Lower management 

The concentrations were on staffs that have the authorizations and obligations to 

implement one form of control or the other. Thus from all the departments staffs who 

are given roles will be used to identify how their roles and executions of their roles 

conforms to organizational laid down policies and procedures. 

66 

3.4 Sample Size 

In order to ensure fair representation and accuracy of the findings the sample size of 

the study was determined using the formula of Krejcie and Morgan (1970 revised in 

2006) at S% significance level. The formula is given below; 

VVtlere: 
n = sample stze 

X2 = Chi - square for the spedfied confidence level at 1 degree of freedom 
\1 = Population Size 
P = ooouration proportion ( 50 In this table) 

VIE = desired l\i1argin of Error (expressed as a proportion) 

n=3.841x110xO.Sx (1-0.S) 

(O.OSxO.OS)x (110-1) + (3.841xO.SOx (1-0.S0)) 

=8S.69 

The study total sampled size made of Zoomlion Ghana Ltd staff in the Upper East 

Region is approximately 86. 
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1990). 

3.5 Sampling procedure 

Sampling is a process used in statistical analysis or research methods in which a 

predetermined number of observations will be taken from a larger population (Patton, 

The study employed purposive sampling technique for selecting the heads and 

convenience non probability sampling technique for selecting middle and line 

management. It involves selecting haphazardly those cases that are easiest to obtain 

for the study until the selected sample size is reached. Respondents were selected 

purely based on their accessibility. Due to resource and time constraints the researcher 

interacted with respondents to determined their readiness and availability. The 

rational for using the convenience sampling is because it saves time and also ensured 

that the researcher gets the target sample size quicker and easily to gather data. 

3.6 Types and Sources of data 

The study made use of both primary and secondary data. The pnmary data was 

obtained from the respondents. The secondary data was however obtained from the 

relevant books, journals, news outlet, and magazines. 

3.7 Data collection procedure 

There are a number of data collection instruments used to gather data for 

business/management research. These include; observation, questionnaire, mailed 

questionnaire and telephone interviews. In this research, questionnaire was used to 

gather my data. This is the most popular and common method of data collection and 

it involves personally interviewing individuals and recording their responses in a 

structured questionnaire. It must also be noted that in some instances, a part of the 

questionnaire is unstructured to allow the interviewee to share information about 
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also in the same industry with Zoomlion Ghana Limited. It was realized that some 

intimate matters with the interviewer. The researcher using questionnaire should have 

good interpersonal, probing, cross-checking skills. The questionnaire for the study 

was mostly self-administered questionnaire where the respondents reads and provides 

appropriate responses for the question or statement made. The closed ended 

questionnaires were used. 

Reliability of instrument 

In order to ensure that the questionnaire provided the required data for better analysis, 

the study piloted ten questionnaires on City Waste Management Company which is 

responses were not as expected hence in collaboration with the supervisor, the 

questions were fine-tuned and tested again. 

3.8 Data Analysis and Interpretation 

Objective one: Establishing the effectiveness of the internal control systems used 

by Zoom lion Ghana Limited-Upper East Region 

Through the literature review, five key variables were identified to make internal 

control systems effective if they are present and functioning properly. These variables 

are controlled environment, risk assessment, control activities, information and 

communication and monitoring. However the presence and proper functioning of each 

variable is influenced by certain factors, these factors were identified and five points 

Likert scale was used to determine respondents level of agreement or disagreement. 

Composite score of the items on the Likert scale from each respondent was calculated 

for all the five variables. 

Binary Logit Regression was employed. Logit Model is used when dependent variable 

assumes binary value. Linear Probability Model and Probit Model are also used for 
68 
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dependent qualitative variables. However, Linear Probability Model violates the 

properties of disturbance term. The results of Logit Model and Probit Model are 

almost same with little differences. According to Eatwell et al. (1987), the inferences 

drawn from the two methods applied to the same data were invariably similar and even 

parameter estimates from these two models were nearly similar. Therefore, the choice 

between these two models is not that important. Following key indicators were 

estimated. 

Where Dependent Variable = Internal Control System (ICS) where (1= Effective, 0 = 

Ineffective) 

P = probability of having access whiles 1-p = probability of not having access. Again, 

pit - p is the odds ratio and the log the odds ratio yields the Logit Model 

The a priori Independent Variables include: 

Control environment (ENV), risk assessment (RASS), control activities (CONT), 

information and communication (ICOM), monitoring (MON) have no effect on 

effectiveness of internal control systems (INC) 

Also, the /30 is the constant term, {JI, ... and /33 are the coefficients to be estimated 

and the 8 is the error term. 
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Hypothesis 

The study hypothesis was stated below; 

Hs: The internal control systems of Zoomlion Ghana Limited is ineffective 

Hs: The internal control systems of Zoomlion Ghana Limited are effective 

Objective two: Establishing the effect of internal control systems on performance 

of Zoomlion Ghana Limited 

This objective seeks to establish the effect of internal control systems on performance 

of Zoomlion Ghana Limited. Five points Likert scale was used to measure the 

independent variable (internal control system) and dependent variable (performance) 

by finding the composite score for each respondent and was used as an interval data 

as revealed by Boone (2013). Then Simple regression was used to measure the effect 

of internal control systems on Zoomlion performance. Simple linear regression is 

appropriate when a study seeks to established the effect of one variable on the other. 

Hs: Internal control systems have no effect on performance of Zoom lion Ghana 

Limited. 

Hs: Internal control systems have effect on performance of Zoomlion Ghana 

Limited. 

The simple regression model is shown below: 

Where; 

PF= Performance measured by return on asset 
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ICS = Internal Control Systems 

Decision rule 

This model was tested at 5% significant interval and the model rejected the Ho if the 

P-Value> 0.05 using the SPSS version 20.0. 

Item with mean score >3.9 means respondents agreed it is a limiting factor 

Objective three: Identifying factors that limit the effectiveness of the internal 

control systems of Zoomlion Ghana Limited 

From the review ofliterature, limiting factors were identified and their applicability to 

the study area was thoroughly examined and verified. These possible limiting factors 

include wrong judgement, management override. Break down, poor design, collusion, 

poor implementation, delay in dealing with issues, changing conditions, tolerant 

attitudes and unreasonable conditions. The study used five points Likert scale where 

5=strongly agree, 4= agree, 3= neutral, 2=disagree, 1 = agree. The study employed the 

following criteria in determine whether identified item was a limiting factor or not. 

Item with mean score of < 4.0 means item not a limiting factor. 

3.9 Ethical Issues 

Ethical matters are very important for every research adventure or study. Therefore, 

respondents and interviewees were assured of confidentiality as their consent was 

appropriately sought in respect of all information that they provided. To assure them 

further, recording devices were not used in order to give informants/interviewees the 

confidence to speak to the issues without any fears and suspicions. 
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Interviewees were informed that the work is purely for academic purposes and not for 

other reasons either than that. All documents used and sites visited have also been 

properly acknowledged and documented to avoid issues of plagiarism. 
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CHAPTER FOUR 

DATA ANALYSIS AND PRESENTATION 

4.1 Introduction 

This chapter analysis the primary data of the study and presents the findings of the 

research in a logical manner in order that the objective of the research was in 

deviation from the primary data gathered The chapter first and foremost takes a look 

at the demographic information's of the respondents and subsequently, the main 

objectives of the study, however the some demographic information's have a bearing 

on the objectives of the study. Where this is so, it was appropriate aligned to the 

objective. 

4.2 Response rate 

The study sent out 95 questionnaires and interview guide out of which 86 were 

returned representing 91% response rate which is good for the study. Upon careful 

check for the accuracy of response the study based its analysis on 76 respondents. 

4.3 Demographic characteristics of the respondents 

4.3.1 Gender distribution of the respondents 
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Figure 1 Contains The Results for The Gender Distribution of the Targeted 

Respondents. 

It was found out that, fifty nine (59) of the respondents representing 78% were male 

while 17 respondents representing 12% were females. Significantly, its shows that 

Zoornlion Ghana Limited is dominated by males which is not surprising as males 

dominate most, in various sector of the Ghana economy. 

4.3.2 Age distribution of the respondents 

Figure 2: age of respondents 

.26-30 

31-35 

.36-40 

.41-45 

• 46above 

Source: Field data, 2016 
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As pictorially presented in the figure 2 above, 41 % of the respondents were between 

the ages 31-35years, 17% Of the respondents were between the ages 36-40years and 

41-45years respectively. 16% of the respondents fell in the age bracket of 46years 

and above, while 9% were between the ages 26-30years. This indicates that age 

distribution of respondents were skewed in the favour of respondents between the 

ages of31-35 representing 41% which also depicts that the contacted respondents are 

matured and can provide good response. 

4.3.3 Education Level of Respondents 

Table 4.1 Highest Educational Level of Respondents 

Educational Level Frequency Percentage (%) 

Professional 4 5 

Bachelor degree 41 54 

Master degree 5 7 

Others 26 34 

Total 76 100 

Source: Field Survey, 2016 

Table 4.1 above depicts the educational level or background of the respondents in the 

study. The study revealed that majority of the respondents representing 54% had first 

Degree. This is followed by others representing 34% WASSCE certificate holders. 

Followed by Second Degree/Masters holders representing 7%. Professional 

certificate holders represent 5% of the respondents. The findings revealed that the fact 

that most of the respondents had some form of higher education. The researcher 

judged that the level of education of the respondents did go a long way to inform their 

understanding of the need for well-structured internal controls to regulate the 

activities of Zoomlion Ghana Limited. 
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4.3.4 Number of years worked 

Figure 3 contain the results of the number of years respondents have 
worked with Zoomlion Ghana Limited. 

Figure3:Number of year In service 
18 

16 
16 

14 
14 13 

12 

10 
8 

8 

6 

4 
2 

2 1 

0 -- 1 2 3 4 5 6 7 8 9 10 

Source: Field data, 2016 

It can be observed that Respondents have different levels of the organizational 

experiences. Whilst some have just been in employed in the organization, some have 

up to 10 years work experience in the organization. 16 respondents have been in the 

organization for 8years, 14 respondents for 10 years and these are the majorities who 

have kept long in the service of the organization. 13 people have also served 3years. 

In all, none of the respondents have served more than 10 years. As presented in the 

bar chat above in figure 3, shows the number of years respondents have served in the 

organization. 
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4.3.5 Role of the respondents 

Figure 4: Role of respondents 

77 

Source: Field data, 2016 

In figure 4 above the roles of the respondents in the organization has been presented. 

In all, 11 different roles have been identified as shown in the figure above. Drivers are 

the majority with an 18 respondents, followed by janitors with 17 respondents, whilst 

Auditor, M&E and IT have one respondent each. This implied that majority of the 

contacted staff were drivers which is not surprising as Zoomlion basically involve in 

conveying waste from one place to another which requires the use of trucks mostly 
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Table 4.2: Number of Times Zoomlion Review Internal Controls 

Positions Frequency Percentage (%) 

Annually 38 50 

Half Yearly 22 29 

After Five Years 7 9 

Need Arises 9 12 

Total 76 100 

Source: Field Survey, 2016 

Table 4.2 above depicts the number of times Zoomlion review their internal controls. 

The study showed that majority representing 50% of the respondents did indicate that 

Zoomlion annually review their controls. Secondly, 29% showed that controls are 

reviewed half yearly. Thirdly, 12% of the respondents indicated that Zoomlion review 

their internal controls when the need arises and lastly, the remaining 9% of the 

respondents indicated that controls are reviewed only after every five years. This 

implied that Zoomlion internal controls are reviewed yearly. 
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4.4 IDENTIFYING THE EFFECTIVENESS OF THE INTERNAL CONTROL 

SYSTEMS USED BY ZOOMLION GHANA LIMITED 

Figure 5: Existence of Control 

50 

40 

30 

20 

10 

o 
Strongly 
Disagree 

Disagree Neutral 

Source: Field data, 2016 

Agree Strongly 
Agree 

In all, out of the total number of respondents, 47 of them asserted to the existence of 

internal controls In the organization, 23 responded neutral and 3 people each 

responded strongly agree and disagree. In all 50 people representing 66 percent of 

respondents agrees that there is existence of control procedures in the organization as 

showed by figure 5. 
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Type of internal controls used by Zoomlion Ghana Limited 

Table 4.3: Types of controls 

Type of control Mean Value 

Preventive control 4.32 

Detective control 4.01 

Corrective controls 4.13 

Directive controls 4.05 

Compensating controls 3.67 

Source: Field Survey, 2016 

Using five points Likert scale, it was observed from table 4. 3 that with the exception 

of compensating controls which had mean value of 3.67 meaning the respondents 

were not certain about the existence of such controls the remaining controls such as 

preventive, detective, corrective and directive all had mean value >4.0 implying that 

the staff of Zoomlion Ghana limited agreed that such controls are in existence. The 

presence of these controls confirms the assertion of Well (2006), Lacotelli, (2009) and 

doing Simmons, (2005). 

Descriptive Analysis of components of internal controls 

In this study, the descriptive statistics was measured using average mean scores and 

standard deviation of items for each concept as the final score upon which the 

researcher conduct further analysis. Respondents were required to use a 5-point Likert 

scale anchored on 1 (Strongly Disagree), 2 (Disagree), 3 (Uncertain), 4 (Agree), 5 

(Strongly Agree) to measure the frequencies. The rating scale for the table is 
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represented by the researcher as strongly agree (5.0-4.5), agree (4.4-3.5), uncertain 

(3.4-2.5), disagree (2.4-1.5), strongly disagree (1.4-0.5) 

Existence of Control Environment 

Table 4.4 below portrays the items that measure the existence of control environment. 

The study revealed that majority of the respondents agreed to the statement within the 

concept. The study revealed that a mean of 4.75 and standard deviation of 0.148 

representing majority of the response of the statement "Audit or other control systems 

exist to periodically test for compliance with codes of conduct or policies" was strongly 

agreed by the respondents as the highest statement which falls within the researcher's 

scale of 5.0-4.5. Secondly, the measurement of the statement "Zoomlion has 

formalized policies and procedures for all major operations of the entity" had a mean of 

4.43 and standard deviation of 0.085 away from the mean. This can infer that the 

respondents were in agreement with the statement which falls within the researcher's 

scale of 4.4-3.5. Thirdly, the measurement of the statement "Zoomlion has specific 

lines of authority and responsibility established to ensure compliance with the policies 

and procedures" with a mean of3.95 and deviation of 0.161 was also in agreement by 

the respondents. Furthermore, the measurement of the statement "Zoomlion 

management closely monitors implementation of internal control systems" depicts a 

mean of 3.55 and deviation of 0.054. The mean of 3.55 falls within the researcher's 

scale of 4.4-3.5 which implied that the respondents were in agreement to the 

statement. Lastly, the measurement of the statement "Top Zoomlion officials 

appreciate the need for internal controls" which represents a mean of 3.50 and a 

deviation of 0.195 indicates that the respondents are in agreement with the above 

mentioned statement. The finding also shows that the overall items under the control 
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environment indicated a mean of 4.04. This implies that all the respondents were in 

agreement with the concept that control environment is one of functionalities of 

internal controls used by Zoomlion Ghana Limited. This is consistent with the views 

of Ramos (2006) and Trenerry, (1999) who observed that presence of formalized 

policies and procedures for and specific lines of authority and responsibility established to 

ensure compliance with the policies and procedures all major operations of the entity 

depicts the presence of control environment component of internal controls. 

Zoomlion top officials appreciate the need for internal 

Controls 

Overall Items 

3.50 

4.04 

0.195 

0.129 

Table 4.4: Measures of Control Environment 

Statement Mean Score Std. Deviation 

Zoomlion has formalized policies and procedures for 

all major operations of the entity 4.43 0.085 

Zoomlion have specific lines of authority and 

responsibility established to ensure compliance 3.95 0.161 

with the policies and procedures 

Zoomlion management closely monitors implementation 3.55 0.054 

of Internal control systems 

Audit or other control systems exist to periodically 

test for compliance with codes of conduct or policies 4.75 0.148 
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Existence Risk Assessment component 

Table 4.5 below portrays the items that measure the existence of risk assessment 

component. The study revealed that all the respondents were in agreement to the 

statement. Majority of the respondents on the measurement of the statement "regular 

risk assessment reviews are conducted" had a mean of 4.42 and standard deviation of 

0.088. This implied that the respondents were in agreement to the statement which 

falls within the researcher's scale of 4.4-3.5. Secondly, the measurements of the 

statement "Zoornlion management identifies risks that affect achievement of the 

Zoomlion objectives" indicate a mean score of 3.71 and standard deviation of 0.125. 

This implied that the respondents were in agreement to the statement relating to the 

scale being used by the researcher of which the mean falls within the 4.4-3.5 scale. 

Thirdly, the measurement of the statement "Zoomlion management has put in place 

mechanisms for mitigation of critical risks that may result from fraud" had an average 

mean score of 3 .60 and standard deviation of 0.642. This implied that the respondents 

were in agreement to the above immediate statement. In addition, the measurement of 

the statement "Management has a criteria for ascertainment of which fraud-related 

risks to the Zoomlion are most critical" had an average mean score of 3.52 and 

deviation away from the mean of 0.228. This implied that the respondents were in 

agreement to the statement and lastly, the measurements of the statement 

"Technology issues are considered and appropriately addressed by Zoomlion" 

represent a mean of 3.00 and standard deviation of 0.095. This implied that the 

respondents were uncertain to the statement which falls within the researcher's scale 

of 3.4-2.5. The finding also shows that with respect to the overall statement under the 

risk assessment control a mean of 3.65 was indicated. This implies that all the 
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respondents were in agreement to the fact Zoomlion observed risk assessment 

procedures as a functionality of internal control. 

Regular risk assessment reviews are conducted 4.43 0.088 

Table 4.5: Measures of Risk Assessment 

Statement Mean Score Std. Deviation 

Zoomlion management identifies risks that affect achievement 

of Zoomlion objectives 3.71 0.125 

Technology issues are considered and appropriately 

addressed Zoomlion 3.00 0.095 

Zoomlion management has put in place mechanisms for 

mitigation of critical risks that may result from fraud 3.60 0.642 

Management has a criteria for ascertainment of which 

fraud-related risks to the bank are most critical 3.52 0.228 

Overall Items 3.65 0.236 

Source: Field Survey, 2016 

Measures of the existence of Information and Communication component 

Table 4.6 below portrays the items that measure the existence of information and 

communication component in Zoomlion. The study showed that majority of the 

respondents on the measurement of the statement "Zoomlion management ensures 

that reliable and relevant information is communicated at all levels of the firm" had a 

mean of 4.50 and standard deviation of 0.045. This implied that the respondents were 
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strongly in agreement with the statement which falls within the researcher's scale of 

5.0-4.5. This is followed by the measurement of the statement "Zoomlion has 

established channels of communication for individuals to report suspected breaches of 

laws or regulation or other improprieties" indicating a mean score of 3.82 and 

standard deviation of 0.162. This implied that the respondents were in agreement to 

the statement relating to the scale being used by the researcher of which the mean 

falls within the 4.4-3.5. Also, the measurement of the statement "Zoomlion employees 

understand the concept and importance of internal controls including the division of 

responsibility" had a mean of 3.54 and standard deviation of 0.017. This shows that 

the respondents were in agreement to the statement. Furthermore, the measurement of 

the statement "Information systems have been deployed in relevant areas" had a total 

means score of 3.52 and standard deviation of 0.147. Lastly, the measurement of the 

statement "Zoomlion management receives timely, relevant, and reliable reports for 

decision-making" represents a mean of 3.50 and standard deviation of 0.034. This 

implies that the respondents were in agreement to the statement which falls within the 

researcher's scale of 4.4-3.5. The finding also shows that with respect to the overall 

statement under the information and communication an average mean score of 3.78 

was indicated. This implies that all the respondents were in agreement to the fact that 

the Zoomlion largely implemented information and communication in their activities 

and functions through established policies and procedures. 
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---------------- . 
Table 4.6: Measurement of the items on Information and Communication 

reliable reports for decision-making 3.50 0.034 

Statement Mean Score Std. 

Deviation 

Zoomlion management ensures that reliable and relevant 

information is communicated at all levels of the firm 4.50 0.045 

Zoomlion employees understand the concept and importance 

of internal controls including the division of responsibility 3.54 0.017 

Zoomlion management receives timely, relevant, and 

Zoomlion has established channels of communication for 

individuals to report suspected breaches of laws or 

regulation or other improprieties 3.82 0.162 

Information systems have been deployed in relevant 

areas 3.52 

0.081 

0.147 

Overall Items 3.78 

Source: Field Survey, 2016 

Measurers of existence of Control Activities component 

Table 4.7 below depicts the items that measure the existence of control activities 

component in Zoomlion. The study showed that majority of the respondents on the 

measurement of the statement "Zoomlion has employed adequate security to 

safeguard and control fraudulent activities" had a mean of 4.30 and standard deviation 
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of 0.084. This implied that the respondents were in agreement to the statement which 

falls within the researcher's scale of 4.4-3.5. Secondly, the measurement of the 

statement "Zoomlion reviews operating performance against a set of standards on 

regular basis" indicates a mean score of 3.71 and standard deviation of 0.092. This 

implied that the respondents were in agreement to the statement relating to the scale 

being used by the researcher of which the mean falls within the 4.4-3.5 scale. 

Moreover, the measurement of the statement "Zoomlion provides reconciliation of 

records on a regular basis" had a mean of 3.62 and standard deviation of 0.017. This 

shows that the respondents were in agreement to the statement. In addition, the 

measurement of the statement "Zoomlion employs competent personnel" had a mean 

score of3.50 and deviation away from the mean of 0.045. Lastly, the measurement of 

the statement "Duties in Zoomlion have been segregated" represents a mean of 2.85 

and standard deviation of 0.104. This implied that the respondents were uncertain to 

the statement which falls within the researcher's scale of 3.4-2.5. The finding also 

shows that the overall statement under the control activities indicates an average mean 

score of 3.60. This implied that all the respondents were in agreement to the fact that 

control activities were one of the functionalities of internal control. 

Table 4.7: Measurement of the items on Control Activities 

Statement Mean Score Std. Deviation 

Duties in Zoomlion have been segregated 2.85 0.104 

Zoomlion has employed adequate security to safeguard 

and control fraudulent activities 4.30 0.084 

Zoomlion provides reconciliation of records on a regular 
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Measures of the existence of monitoring components 

basis 3.62 0.017 

Zoomlion reviews operating performance against a set 

of standards on regular basis 3.71 0.092 

Zoomlion employs competent personnel 3.50 0.045 

Overall Items 3.60 0.067 

Source: Field Survey, 2016 

Table 4.11 below depicts the items that measure the existence monitoring component 

in Zoomlion. The study showed that majority of the respondents on the measurement 

of the statement "Internal reviews of implementation of internal controls in units are 

conducted periodically" had a mean of 3.70 and standard deviation of 0.518. This is 

followed by the measurement of the statements "Zoornlion makes effective follow-up 

procedures to ensure that appropriate change or action occurs in response to changes 

in risks and control assessments" indicating a mean score of 3.60 and standard 

deviation of 0.105. This implied that the respondents were in agreement to the 

statement relating to the scale being used by the researcher of which the mean falls 

within the 4.4-3.5 scale. In addition, the measurement of the statements "The 

management has assigned responsibilities for the timely review of audit reports and 

resolution of any non-compliance items noted in those audit reports" had a mean 

score of 3.50 and standard deviation of 0.015. Lastly, the measurement of the 

statements "There are independent process checks and evaluations of control activities 

on an ongoing basis" had a mean score of 2.80 and standard deviation of 0.374. The 
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finding also shows that with respect to the overall statement under the monitoring 

indicate an average mean score of3.40. 

Table 4.8: Measurement of the items on Monitoring 

Statement Mean Score Std. 

Deviation 

There are independent process checks and evaluations 

of control activities on an ongoing basis 2.80 0.374 

Zoomlion makes effective follow-up procedures to 

ensure that appropriate change or action occurs in 

response to changes in risks and control assessments 3.60 0.105 

Internal reviews of implementation of internal controls 

in units are conducted periodically 3.70 0.518 

The management has assigned responsibilities for the 

timely review of audit reports and resolution of any 

non-compliance items noted in those audit reports 3.50 0.015 

Overall Items 3.40 0.253 

Source: Field Survey, 2016 

Effectiveness of internal control systems used in Zoomlion Ghana Limited 

This objective seeks to assess the extent to which the internal control systems of 

Zoomlion Ghana Limited using logistic regression. The study tested the five 

components required to make an internal control system(s) of a particular 
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organization effective. These components are environmental control, risk assessment, 

control environments, information and communication and monitoring against 

the logit model as done by ANOVA in linear regression. The test uses Chi-square 

coefficient assigned to model row in table 4.9 to determine if there is significant 

difference between the baseline model and the new model by taking into 

consideration -2Log likelihood coefficient of the new and baseline models. 

dependent dichotomous variable internal control system. 

Tested Hypothesis 

Ho: The internal control systems of Zoom lion Ghana Limited is not effective 

Ha: The internal control systems of Zoomlion Ghana Limited are effective 

Binary Logit Regression Report 

Table 4.9 produce results of Omnibus Test of model coefficient which compare the 

model with explanatory or independent variables and the baseline model (model 

without explanatory variables) to determine if there is significance difference between 

the new model and the baseline model. Omnibus test also measure the overall fit of 

If the new model has reduced -2Log likelihood coefficient compared to the baseline 

model then the new model is better and explains more variance in the outcome 

variable (Internal control system) over the baseline model without explanatory 

variables. The Chi square coefficient of 17.103 with P-value 0.012<0.05 assigned to 

the model row in table 4.9 which is significant depicts that new model fits 

significantly better to the study data than the baseline model. It further show the new 

model explains more variance in the outcome variable than the baseline model and is 

a sign of better improvement over the baseline model. This is consistent with the 
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The Cox & Snell R Square and Nagelkerke R Square presented under table 4.8 is the 

same as the Pseudo R-square in linear regression model which measure the proportion 

of variation in the dependent variable caused or explained by the independent 

variables included in the models. 

Therefore Cox & Snell R Square of 0.451 and Nagelkerke R Square of 0.632 imply 

that between 45.1 % and 63.2% of the variations in the internal control systems of 

Zoomlion are explained by independent variables such as risk assessment, and control 

activities. 

However, the Chi square coefficients is the same for step and block because the study 

added all the independent variables in one block and therefore have only one step. 

Hosmer and Lemeshow Test as indicated in below table 4.9 is a test for determining 

the extent to which the predicted model fit well the study data. It is calculated by 

taking into consideration the -2 Log likelihood coefficients and produces a P-value 

based on the Chi Square distribution. Basically Hosmer and Lemeshow Test is a 

goodness of fit test which test the overall fitness of the predi cted to the actual data set 

by testing the null hypothesis that the model is a good fit for the actual data set. Hence 

Hosmer and Lemeshow Test P-value of 0.222>0.05 indicates that the study accepts 

the null hypothesis and conclude that there is enough to say that the model is a good 

fit for the actual data set. 

views of Austin et al (2010) that if a study has the required sample size and good 

independent variables the Omnibus test for the predicted model is better than baseline 

model. 
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Table 4.10 contains the variables that were used by the study to test the effectiveness 

of internal control systems of Zoomlion Ghana Limited. The study identified and 

Table 4.8: Omnibus Tests of Model Coefficients 

Chi-square df Sig. 

Step 17.103 5 .012 

Step 1 Block 17.103 5 .012 

Model 17.103 5 .012 

-2 Log likelihood: 2S1.238a; Cox & Snell R Square: 0.4S1; Nagelkerke R Square: 

0.632; Hosmer and Lemeshow Test: Chi square-2.689, Sig. - 0.222 

employed five variables that make internal control system effective if the five 

identified independent variables namely environmental control, risk assessment, 

control activities, information and communication and monitoring are included in the 

design of internal control system and its functions. 

Table 4.10 contains the five variables, their regression coefficients (B), odd ratio (Exp 

(B)) and Wald statistic to test the variables statistical significance for each variable 

category. The result showed that the variables environmental control and information 

and communication are not significant with P-values of 0.673 and 0.478 respectively 

which is greater than the set significance level O.OS. Therefore, environmental control, 

monitoring and information and communication variables were not included in the 

model. 

Two independent variables namely risk assessment, control activities P-values<O.OS 

(0.007<0.04),0.00S (O.OOS<O.OIS) respectively which is less than the bench value 

O.OS hence can be concluded that these variables are statistically significant and 

present in the internal control systems used by Zoomlion Ghana Limited. The 

individual variables are elaborated below; 
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Control Environment 

The control environment ensures that organizations have formalized policies and 

specific lines of authority including others. For instance, Sri Lanka Auditing 

Standards (2013) affirmed that control environment is the foundation for all other 

components of internal control systems which instill discipline and provide 

organizational structure. 

However, the internal control system of Zoomlion Ghana Limited does not have the 

control environment component presents since it was statistically not significant with 

P-value of 0.421>0.05 as shown by table 4.10. This negatively affects the line of 

authority and formalized way of carrying out work activities, employee's integrity and 

weakens the discipline and structure of the control system of Zoomlion Ghana 

Limited. This was supported by Millichamp (2002), who revealed that control 

environment exists within a control system if management style, philosophy and 

authority assignment is clearly portrayed by a control system. Millichamp (2002), 

argued further that the absence of control environment makes control systems 

ineffective and cannot achieve its objectives. 

Risk Assessment 

Risk assessment components had Wald=6.752, df=l, P value <0.005 which means it 

is statistically significant and can be included in the model. This is because the 

internal control system (s) of Zoomlion Ghana management has put in place 

mechanisms for mitigation of critical risks that may result from fraud, Management 

has a criteria for ascertainment of fraud-related risks. Zoomlion Ghana Limited 

management are able to identify risks that affect the achievement of Zoomlion 

operational activities. 
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Risk assessment coefficient of 1.144 indicates that an improvement in the risk 

assessment components of Zoomlion Ghana Limited internal control system leads to 

an increase in the effectiveness of Zoomlion Ghana Limited internal control system 

by 1.144. In using the odd ratio (Exp (B)) for risk assessment, the odd ratio of 2.701 

means that an improvement in the risk assessment components of Zoomlion Ghana 

Limited control system increase the effectiveness of the internal control system by 

2.701 times. This results is in line with the findings of Gauthier (2008), who 

suggested that risk assessment component are present in internal control system if the 

control system is able to detect and correct any work deviations likely to affect the 

achievement of an organizations objectives and enhance the control system 

effectiveness by a number of times. 

Control Activities 

The study revealed that Zoomlion activities are segregated, reviews operating 

performance against a set of standards on regular basis, there is existence of 

performance measurement and indicators and physical control over assets. However 

most respondents were of the view that appropriate documentation of transaction and 

performance review by top management were not done regularly. This contravenes 

with the views of Hayes et al (2011) who found out that proper documentation and 

implementation of work activities and performance were key control measures that 

must be executed to ensure effective control of work activities. 

Control activities had Wald=5.321, df=l, P-value (0.015)<0.05 means that control 

activity variable is significant and present in the Zoomlion Ghana Limited internal 

control systems which is included in the model. Control activities coefficient of 1.260 
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Monitoring 

Monitoring activities measured by independent process checks and evaluations of 

ongoing activities, effective follow up procedures among others. The monitoring 

variable had a P-value 0.652 <0.05 indicating that it is not statistical significance and 

absent in the internal control system of Zoomlion Ghana Limited. 

means that an improvement of the control activities by management of Zoomlion 

Ghana Limited increase the internal control systems effectiveness by 1.260. 

Information and Communication 

Data from Table 4.10 showed that information and communication variable is not 

significant with a P-value 0.389>0.05. this implied that internal control system of 

Zoomlion is unable to perform the communication function such as providing reliable 

and relevant information that is communicated at all levels of the firm , established 

channels of communication for individuals to report suspected breaches of laws or 

regulation or other improprieties and provision of reliable and timely information for 

decision making. This makes the internal control system of Zoomlion Ghana Limited 

ineffective. Whittington and Pany (2001) said that information and communication 

functions if not properly performed by internal control systems negatively affects 

decision making and information flow. 

The Logit regression model was drawn by using the two significant independent 

variables risk assessment, control activities and the outcome variable internal control 

system. The model is shown below; 

ICS= 1.238 + 1.144 (RISK) + 1.260 (CON) 

Where RISK= Risk Assessment; CON=control activities. 
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control system of Zoomlion Ghana Limited. Based on this the null hypothesis is 

According to Owusu (2012), and Ofori (2011) internal control system is effective if 

all the five key components such as control environment, risk assessment, control 

activities, information and communication and monitoring activities are present and 

proper functioning. Hence it can be seen that, Logistic regression above contains only 

two of the five key components which makes the internal control system of Zoomlion 

Ghana Limited not effective as control environment, monitoring and information and 

communication components were not significance and not embedded in the internal 

accepted and conclude that the internal control system of Zoomlion Ghana Limited is 

not effective. 

Table 4.10: Variables in the Equation 

B S.E. Wald df Sig. Exp(B) 95% C.l.for 

EXP(B) 

Lower Upper 

ENV -.231 .548 .156 1 .421 .793 .261 2.434 

RISK 1.144 .456 6.164 1 .004 2.701 1.273 7.531 

Step CON 1.260 .405 5.231 1 .015 3.821 1.345 9.123 

1a INFO .344 .484 .504 1 .389 1.410 .489 3.923 

MONITORING -1.223 .712 5.377 1 .652 .179 .089 .834 

Constant 1.238 1.009 1.902 1 .168 4.426 

Source: Field Survey, 2016 

4.5 Establishing the effect of internal controls and organizational performance. 

This section looked at the extent at which internal control systems contribute to the 

profitability of an organization. This was done by employing simple linear regression 

model with internal control system (ICS) as the independent variable and performance 

measured by profitability as the dependent variable. 
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Simple Regression Report 

Tested Hypothesis 

Ho: Internal control systems have no effect on the performance of Zoomlion Ghana 

Limited 

Ha: Internal control systems have effect on the performance of Zoomlion Ghana 

Limited 

Table 4.11: Simple regression output 

Variables Coefficient (Unstandardized) Significance 

ICS 

C 

0.612 

0.458 

0.004 

0.125 

F -statistic 3.025 0.005 

Source: Field Survey, 2016 

Table 4.11 above depicts the results of the linear regression model with internal 

control system as independent variable and organizational performance measured by 

profitability as dependent variable. The model had F value 3.025, P-value, 0.005 

implying that the overall model is significant since P value 0.005>0.05 hence there is 

enough evidence to reject the Ho (null hypothesis) that internal control systems have 

no effect on performance of Zoomlion Ghana Limited and conclude that existence and 

effective performance of internal control systems can lead to improvement in 

organizational performance which translate into profitability. This is in synch with the 

findings of Olatunji (2009) who observed that internal controls if well establish 

increase the return of asset of the organization. 
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profitability of an organization. 

The independent variable of internal control systems (ICS) had a P-value of 

0.004<0.05 which means it is significant at 5% level. Internal control systems 

coefficient of 0.456 implied that an improvement in internal control systems of an 

organization can lead to increase in its profitability by 0.456% including Zoomlion 

Ghana Limited. This is consistent with the views of Olumbe (2012) and Kakucha 

(2009) who in their studies expressed that a well-designed internal control systems 

prevent staff fraud, enhance corporate governance leading to improvement in the 

4.6 Identifying the factors that limit the effectiveness of the internal controls of 

Zoom lion Ghana Limited 

Table 4.12 below depicts objective three concerning identifying the challenges that 

limit the effectiveness of the internal control systems of Zoomlion Ghana Limited by 

using five point Likert scale based on the criteria specified in chapter three data 

analysis section. The results showed that all the items in table 4.12 had a mean value 

> 3.9 indicating that these factors limit the effectiveness of the internal control 

systems of Zoomlion Ghana Limited. 

The study findings revealed the factors that limit the efficiency and effectiveness of 

the internal controls of Zoomlion Ghana Limited. The findings indicated that 

management of Zoomlion desire to achieve certain reporting results over a particular 

period of time which create agency problem between the management and the 

stakeholders involved. This implies that the management sometimes decided to 

pursue their interest at the detriment of the stakeholders which brought about 

information asymmetry and hence, hinders the implementation of the internal control 

in company. This conforms to the literature view of Payne (2003,) "that agent has 

more information than principals and that this information asymmetry adversely 
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Also, the degree of confusion over who is responsible for internal control, undefined 

segregation of duties, personal interest in the company, the problem of choosing the 

right as against the acceptable, the problem of substance of issues as against their 

legal form, the problem of concern for both the fact and appearance, inappropriate and 

unreasonable executive compensation, the issue of selecting lose control activities and 

rejecting tight control procedures, the issue of compliance with rules and regulations 

as against principles and values and the changing business environment are challenges 

that hinder the smooth implementation of the Zoomlion' internal controls. 

affects the principals' ability to monitor whether or not their interests are being 

properly served by agents". 

For instance for failure of managers and staff to fully comply with internal control 

processes and wrong judgment by managers and heads of department item also 

contribute to the ineffectiveness of the internal control systems of Zoomlion Ghana 

Limited. Internal control system is effective if the laid down rules and procedures are 

fully obeyed and complied with. Similar concern were shared by Lannoye (1999), 

management may override or disregard prescribed policies, procedures, and controls 

for improper purposes and personal advantage. 

In addition, the study revealed that Zoomlion' inadequate ways of motivating 

employees hinder internal control implementation. This implies that the Zoomlion 

employees' lack of motivation did not encourage them to make sure that their 

responsibilities with respect to Zoomlion policies, rules and regulations concerning 

the internal controls are being complied with and hence, created room for fraudulent 

act to take place as result of lack of motivation which paved way for weakness in the 

internal controls. This conforms to the work of Williams, 2000), "he stated that 
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implementation of internal control 4.55 0.442 

control systems can be circumvented by employee collusion and individuals acting 

collectively can alter financial data or other management information in a manner that 

cannot be identified by control systems". 

Table 4.12: Limiting factors 

Statement Mean score standard Deviation 

Undefined segregation of duties hinders 

The management desire to achieve certain reporting 

results hinders implementation of internal controls 4.02 0.932 

The management compliance with rules and regulations 

as against principles and values hinder the implementation 4.11 0.802 

Rapidly changing business environment hinders internal 

control implementation 4.23 0.782 

Inadequate ways of motivating employees 

hinder internal control implementation 4.15 

4.28 

0.082 

Wrong judgment by management 0.804 

Staff failure to comply with internal controls 4.07 0.913 

Overall Items 4.2 0.679 

Source: Field Survey, 2016 
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CHAPTER FIVE 

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 

5.0 Introduction 

This is the final chapter of the thesis report. It focused on the study of major findings 

summary, conclusions drawn and recommendations. 

5.1 Study Summary 

The continual existence of profit making organizations depends on it level of 

profitability. A company's level of profitability depends to a large extent the 

effectiveness of its internal control systems. It based on the study set out to look at the 

effect of internal control systems on the performance by looking at Zoomlion Ghana 

Limited. The study set out three specific objectives to achieve which include 

determining the effectiveness of Zoomlion internal control systems, the effect of 

internal control systems on the performance of an organization and to identify the 

factors that limit the effectiveness of Zoomlion Ghana internal control systems. 

The study found out that Zoomlion Ghana Limited uses four forms of controls made 

up of preventive control, detective control, corrective controls and directive controls. 

The study further revealed that for an organization's internal control systems to be 

effective there must be existence and proper functioning of five key components, 

namely as control environment, risk assessment, control activities, information and 

communication and monitoring activities (Owusu 2012; o fori (2011). The study 

employed Logistic regression to assess the internal controls used by Zoomlion Ghana 

Limited. It was observed that risk assessment and control activities components 

presence and functioning properly in the internal controls of Zoomlion Ghana Limited 

with monitoring, information and communication and control activities all having P- 

value<0.05 depicting their insignificance and their absence or improper functioning. 
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(2000). 

The study found that the internal control system of Zoomlion Ghana Limited IS 

ineffective as it contravenes with the assertion ofOwusu (2012) and Ofori (2011). 

The study again identified the effect of internal control systems on the performance of 

an organizations using profitability as a proxy measure of an organizational 

performance. The study used simple linear regression at 5% significant levels. The 

study revealed that internal control systems have positive effect on performance of an 

organization. For instance internal control systems coefficient of 0.456 implied that an 

improvement in an internal control system of an organization can lead to increasein 

its profitability by 45.6% including Zoomlion Ghana Limited. This is consistent with 

the views ofOlumbe (2012) and Kakucha (2009). 

The study again used Likert scale to identify the factors that limit the effectiveness of 

the internal control systems of Zoomlion Ghana Limited. The study found out that 

undefined segregation of duties hinders implementation of internal control 

management desire to achieve certain reporting results hinders implementation, the 

management compliance with rules and regulations as against principles and values 

hinder the implementation , rapidly changing business environment hinders internal 

control implementation , inadequate ways of motivating employees hinder internal 

control implementation ,wrong judgment by management and staff failure to comply 

with internal controls are factors that limit the effectiveness of Zoomlion Ghana 

Limited internal control systems which is consistent with the work of Williams, 
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5.2 Conclusions 

The study drawn the following conclusions based on its findings; 

In relation to objective (one) of identifying the effectiveness of the internal control 

systems of Zoomlion Ghana Limited, the study concludes that the absence of 

monitoring, information and communication, and control environment components 

make the internal control systems of Zoomlion Ghana Limited ineffective. 

In relation to objective (two) of establishing the effect of internal control systems on 

organizational performance, the study found out that there exist positive relationship 

between internal control systems and organizational performance. An improvement in 

an organizational internal controls leads to 45.6% increase in an organization's 

profitability. 

For objective (three) of the study which seek to identify the factors that limit the 

effectiveness of internal control systems of Zoomlion Ghana Limited, the study 

concluded that undefined segregation of duties hinders implementation of internal 

control ,management desire to achieve certain reporting results hinders 

implementation, the management compliance with rules and regulations as against 

principles and values hinder the implementation , rapidly changing business 

environment hinders internal control implementation, inadequate ways of motivating 

employees hinder internal control implementation ,wrong judgment by management 

and staff failure to comply with internal controls are the factors that limit the 

effectiveness of Zoomlion Ghana Limited internal control systems. 
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5.3 Recommendations 

The study recommends that; 

1. Zoomlion Ghana limited should take steps to design and embed control 

environment, monitoring and information and communication components 

into its internal control systems while improving on the other components 

2. Steps should be taken to address the factors identified as limiting the 

effectiveness of Zoomlion internal control systems 

3. Zoomlion Ghana Limited should provide clear lines of authority and ensure 

staff compliance with the laid down rules, regulations and work processes. 

4. Future studies should focus on establishing internal control systems effect on 

corporate governance and how to ensure staff compliance with laid down rules 

and regulations. 
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APPENDIX 

QUESTIONNAIRE 

APPENDIX 

QUESTIONNAIRE 

UNIVERSITY OF DEVELOPMENT STUDIES, TAMALE 

QUESTIONNAIRE 

Questionnaire Number 

Interviewer . 

of interview ..... 1 . 120 ••••.•• Date 

Location . 

TOPIC: ASSESSING INTERNAL CONTROLS AND ORGANIZATIONAL 

PERFORMANCE: EVIDENCE FROM ZOOMLION GHANA LIMITED 

I would be very grateful if you could kindly share your time, thoughts and 

experiences earnestly to contribute to the success of the study. Be assured that all 

information given will be treated with utmost confidentiality. 

DIRECTIONS: Please fill in the needed information by ticking like this (-1) in the 

appropriate box [ ] or write down your answer as appropriate to each item as the 

question or statement may require . 
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Section A: Respondents Profile 

1. Age 

(a) 26 - 30 years [ ] (b) 31 - 35 years [ ] (c) 36 - 40 years [ ] (d) 41-45years [ ] 

(e) Above 45years [] 

2. 6. Gender (a) Male [ ] (b) Female [ ] 

3.Education Level of Respondents 

a) Professional [ ] b) Bachelor degree [ ] c) Master degree d) Others [ ] 

3. Number of years you have worked with Zoomlion Ghana Limited 

4. What is your at Zoomlion Ghana Limited 

5. Number of times Zoomlion review internal controls 

a) Annually b) Half Annually c) After five years d) Need arises 

SECTION B: IDENTIFYING THE EFFECTIVENESS OF THE INTERNAL 

CONTROL SYSTEMS USED BY ZOOMLION GHANA LIMITED 

7. Do internal control systems exist at Zoomlion Ghana Limited 

a) Strongly agree [] b) Agree [ ]c) Neutral [ ] 

d) Disagree [ ] e) strongly disagree [ ] 
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8. Please rate by (ticking) your level of agreement and disagreement of the following 

under-listed. Please choose the most appropriate score between 1 - 5 with 5- strongly 

disagree;4- disagree; 3- Neutral; 4-agree; 5-strongly agree. 

Items 1 2 3 4 5 
There exist preventive control systems at Zoomlion Ghana 
Limited 
There exist corrective control systems at Zoomlion Ghana 
Limited 
There exist detective control systems at Zoomlion Ghana Limited 
There exist corrective control systems at Zoomlion Ghana 
Limited 
There exist compensating control systems at Zoomlion Ghana 
Limited 

9. Please rate by (ticking) your level of agreement and disagreement of the following 

under-listed as measures of control environment. Please choose the most appropriate 

score between 1 - 5 with 5- strongly disagree; 4- disagree; 3- Neutral; 4-agree; 5- 

strongly agree. 

• 

Items 1 2 3 4 5 
Zoomlion has formalized policies and procedures for all major 

operations of the entity 

Zoomlion have specific lines of authority and responsibility 

established to ensure compliance with the policies and procedures 

Zoomlion management closely monitors implementation of 

Internal control systems 

Audit or other control systems exist to periodically 

test for compliance with codes of conduct or policies 
Zoomlion top officials appreciate the need for internal Controls 

I 

• 
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10. Please rate by (ticking) your level of agreement and disagreement of the following 

under-listed as measures of risk assessment. Please choose the most appropriate score 

between 1 - 5 with 5- strongly disagree; 4- disagree; 3- Neutral; 4-agree; 5-strongly 

agree. 

:: 

Items 1 2 3 4 5 
Zoomlion management identifies risks that affect achievement of 

Zoomlion objectives 

Technology issues are considered and appropriately addressed 

Zoomlion 

Zoomlion management has put in place mechanisms for 

mitigation of critical risks that may result from fraud 

Management has a criteria for ascertainment of which fraud- 

related risks to the bank are most critical 

Regular risk assessment reviews are conducted 

11. Please rate by (ticking) your level of agreement and disagreement of the following 

under-listed as measures of information and communication components. Please 

choose the most appropriate score between 1 - 5 with 5- strongly disagree; 4- 

disagree; 3- Neutral; 4-agree; 5-strongly agree. 

Items 1 2 3 4 5 
Zoomlion management ensures that reliable and relevant 

information is communicated at all levels of the firm 

Zoomlion employees understand the concept and importance of 

internal controls including the division of responsibility 

Zoomlion management receives timely, relevant, and reliable 
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reports for decision-making 

Zoomlion has established channels of communication for 

individuals to report suspected breaches of laws or regulation or 

other improprieties 

Information systems have been deployed in relevant 

areas 

12. Please rate by (ticking) your level of agreement and disagreement of the following 

under-listed as measures of monitoring components. Please choose the most 

appropriate score between 1 - 5 with 5- strongly disagree; 4- disagree; 3- Neutral; 4- 

agree; 5-strongly agree. 

Items 1 2 3 4 5 
There are independent process checks and evaluations 

of control activities on an ongoing basis 

Zoomlion mak~s effective follow-up procedures to ensure that 

appropriate change or action occurs in response to changes in 

risks and control assessments 

Internal reviews of implementation of internal controls in units 

are conducted periodically 

The management has assigned responsibilities for the timely 

review of audit reports and resolution of any non -compliance 

items noted in those audit reports 
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13. Please rate by (ticking) your level of agreement and disagreement of the following 

under-listed as measures of control activities. Please choose the most appropriate 

score between 1 - 5 with 5- strongly agree; 4- agree; 3- Neutral; 4-disagree; 5- 

strongly disagree. 

t 

Items 1 2 3 4 5 
Duties in Zoomlion have been segregated 

Zoomlion has employed adequate security to safeguard 

and control fraudulent activities 

Zoomlion provides reconciliation of records on a regular 

basis 

Zoomlion employs competent personnel 

SECTION C: FACTORS THAT LIMIT THE EFFECTIVENESS OF 

INTERNAL CONTROL SYSTEM 

14. Please rate by (ticking) your level of agreement and disagreement of the following 

under-listed as factors that limit the effectiveness of internal control systems. Please 

choose the most appropriate score between 1- 5 with 5- strongly disagree; 4- 

disagree; 3- Neutral; 4-agree; 5-strongly agree. 

Limiting factors 1 2 3 4 5 

Undefined segregation of duties hinders implementation of 

internal control 

The management desire to achieve certain reporting results 

hinders implementation of internal controls 
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The management compliance with rules and regulations as 

against principles and values hinder the implementation 

Rapidly changing business environment hinders internal 

control implementation 

Inadequate ways of motivating employees 

hinder internal control implementation 

Wrong judgment by management 

Thank You 
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