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ABSTRACT

Fraud is a ve/y common thing in the world of this day we live in. It takes different forms in 
different organizations; the most common and frequent occurrences happen in public 
organizations/offices. This study examines effect of financial control mechanisms on 
management of funds in National Judicial Council (NJC). The study adopted a survey 
research design with the sample population of 140 staff at account department and audit in 
National Judicial Council, Abuja. Data were collected and analyzed using Ordinary least 
squares method of regression with the aid of Statistical Package for Social Sciences (SPSS) 
to determine and analyze the effect of anti-fraud strategies; also frequency distribution and 
percentages were used amongst other models. Based on the finding the study concluded that 
mismanagement of funds is controlled when all assets and expenditures are authorized before 
payments are made. It is also concluded that independence of audit reduces financial 
mismanagement in the National Judicial Council. Furthermore, the use of computer 
technology greatly helps against financial mismanagement. However, the study concludes 
that separation of responsibility amongst the staff of the National Judicial Council would 
have enhanced financial management of the National Judicial Council Abuja, Nigeria but the 
National Judicial Council Abuja, Nigeria has not been separating its staff such that no one 
person does the work alone.



CHAPTER ONE

INTRODUCTION

1.1 Background to the Study

There is general awareness all over the world for the need to pay greater attention to the 

improvement of public sector management. The reason is obvious, government constitutes

the largest single business entity and her pattern of expenditure through its various

Parastatals, Agencies and Commissions stimulate alot of economic activities. As a result

of these Government’s huge involvements in economic activities, initiatives are being

taken all over the world towards improvement of the standards of accounting and auditing

departments in government. The public sector accountant has the responsibility of

developing systematic arrangements to assist management in the performance of the

services of the institution while the public sector auditor has among other duties, the

complementary role to examine whether management actually performs that efficiently.

The public sector auditor has to satisfy himself that the account presented has been

prepared in accordance with statutory and constitutional requirements and regulation and

that proper accounting practice have been observed in their compilation. With the growing

size and complexity of public sector in the recent years, the importance of the internal

audit has correspondingly increased so that it is today a major factor in establishing the

quality of the public sector internal financial control mechanisms and its development has

made a considerable contribution as well.

Transparency and accountability in the use of public funds typically engender greater trust

in government (International Federation of Accountants (IFAC), 2012). Consequently,

most activities of government globally are centred on improving public confidence in the

management of its funds through enacted reforms and series of measures aimed at

improving the efficiency of resource mobilization and allocation. However, many
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countries in Africa struggle with the most appropriate approach to ensure effective public 

financial management.

Government institutions, systems processes and reforms that deal with the various aspects 

of public finance are weak, and most often incapable of developing adequate budgets

system, monitoring public expenditures, using public funds and investments efficiently

(Babatunde, 2013). For many years the issue of financial control has dominated discussion

among stakeholders, especially government on its effectiveness in contributing to ensuring

proper use of public funds. One critical point of discussion has been the ability of financial

control mechanisms to identify and reduce misappropriation of funds. This is because

financial control system is a fundamental part of financial management which is

concerned with the acquisition, financing, and management of assets.

In Nigeria, public financial control is to ensure that government spending is incurred based

on budget. However, despite the existence of public financial controls the problem of

misuse of public funds persist and despite all of these contributions, there is still evidence

of mismanagement of public funds. Therefore based on this reality, the study seeks to

examine the effect of internal financial control mechanisms on management of funds in

National Judicial Council

1.2 Statement of the Problem
In each budget year in Nigeria, funds are dispensed to all levels of government based on a 

predetermined allocation formula through which the funds are disbursed to the various 

Ministries, Departments and Agencies based on the approved budget estimates (The 

Constitution of the Federal Republic of Nigeria, 1999). These funds which are meant for 

capital projects, recurrent expenditures and other developmental initiatives, when 

disbursed, are usually misappropriated by corrupt government officials for personal
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enrichment (Olurankinse, 2012). For example in the Nigerian educational sector, most of 

the funds appropriated for the sector ended up in the pockets of top government officials 

(The Premium Times, 2017).

One of the consequences of misappropriation of educational funds is reflected in the level 

of poor infrastructure in Nigerian secondary schools (Educate Nigeria, 2017). This

includes poorly built schools, which in turn negatively affects the provision of classroom’s

and environment conducive for learning (Gbenu, 2012). The mismanagement of public

funds is also reflected in the lack of laboratories and it’s equipments. This challenge has

made education in Nigeria to be more theoretical than practical. For effective teaching and

learning environment, well equipped laboratories and classrooms are needed; but the

reality is that majority of Nigerian secondary schools today lack these essential facilities

(Ike, 2017). This current research, therefore, is an attempt to contribute empirically to the

existing literature by understanding the predictors of efficient and effective management

of funds in public sector.

Specifically, the study identify the four dimensions of internal financial control

mechanism namely: authorization of transaction, information and communication

technology, segregation of duties and independent audit are statistically significant 

predictors of management of funds in National Judicial Council. This is in addition to 

other previous studies like Nkuah, Tanyeh and Asante (2013) who sought to determine the 

relationship between financial control systems and public sector efficiency in Ghana while 

Sari, Ghozali and Achmad (2017) study the effect internal financial control system on

public accountability in Indonesia state university. Al-Hawatmeh and Al-Hawatmeh 

(2016), Kinuthia (2012) studied the impact of financial controls on financial efficiency of 

free secondary education funds among secondary schools in Nairobi.

3



While acknowledging the contribution of previous scholars in enriching the literature on 

public financial management, however, majority of these studies surveyed mainly used 

qualitative research design through simple percentage, mean and standard deviation as 

evidenced from studies by Kinuthia (2012), Simiyu (2014), Ejoh and Ejom (2014) and 

Mrsik, Nenovski and Radenkovic (2016). Consequently, there is a methodological gap,

hence there is the need for more robust research methodology in this regard. It is against

this backdrop, that this current study adopted a different methodology that is more

appealing in understanding the effect of internal financial control mechanisms on

management of funds so as to confirm the findings of previous studies or otherwise.

In view of the foregoing, therefore, the current study employed multiple regressions to

predict the effect of financial control mechanisms on management of funds in National

Judicial Council. In addition, the above-mentioned studies empirically establish evidence

from foreign countries at different times. However, to the best of the researcher’s

knowledge; there exist scanty studies on the effect of financial control mechanisms on

management of funds in Abuja, Nigeria which is the motivation for this research at this

time and in the study area.

1.3 Research Questions

Based on the above statement of the problem, the study asks the following research

questions:

i. What is the effect of authorization of transaction on management of funds in National

Judicial Council, Abuja?

ii. What is the effect of segregation of duties on management of funds in National

Judicial Council, Abuja?

4
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iii. What is the effect of independent auditon management of funds in National Judicial 

Council, Abuja?
’ ! ' ' * * 1 * ' ’ ' 1 *

iv. What is the effect of information_ communication technology on management of funds 

in National Judicial Cpuncil; Abuja? u;

‘i < t1 <ti>

M '•
■ i j..!•

I,i-i :s.5 i.

1.4 Objectives of the Study

The general objective of the study is to determine the effect of internal financial control

mechanisms on management of public funds in National Judicial Council, Abuja, Nigeria.

However, the study was guided by the following specific objectives is to:
•.) ; <; /Ok*• -* n* i i;

i. Establish the extent to which authorization of transaction affects management of funds

, in National Judicial Council Abuja;• ' ’ \1i

ii. Examine the extent, to ,which segregation of duties affects management of funds in

National Judicial Council Abuja:
i

iii. Assess the extent to which independent audit affects management of funds in National

Judicial Council Abuja.
.• *

iv. Determine the extent to which information communication technology affects
t?.'»•

i .f t1 '
management of funds in National Judicial Council Abuja.

s’ i

■

' t1: i< •

1.5 Research Hypotheses

Following the research questions and subsequently the research objectives the following 

null hypotheses are therefore formulated; . uo.» < “.i

'• t 9 •:
Hoi: Authorization of transaction does not have a statistically significant effect on

h i...

management of funds in National Judicial Council Abuja.

H02: Segregation of duties does not have a statistically significant effect on management
; *.*. K !:

■ of funds in National Judicial Council Abuja.

5



H03: Independent audit does not have a statistically significant effect on management of 

funds in National Judicial Council Abuja.

Ho4* Information and communication technology does not have a statistically significant 

effect on management of funds in National Judicial Council Abuja.

1.6 Scope of the Study

This study focused on evaluating the effect of financial control mechanisms on

management of funds in National Judicial Council Abuja. This study was restricted to

National Judicial council in Abuja. The study is in the area of public sector accounting and 

the literature review is restricted to financial control mechanisms and management of 

funds. The dimensions of financial control mechanisms that this study focuses on are 

authorization of transaction, segregation of duties; independent audit and information
• f • *.'• • s% .

communication technology and how they affect the management of public funds. The unit

of analysis that the study focuses on is the accounts and audit departments in the National

Judicial Council Abuja. j\ i * i

i

1.7 Significance of the Study
\ i > i

This study will enable the government to gain knowledge on importance of using financial 

control mechanisms to ensure effective use of public fhnds. The findings of this study will 

also provide top officials in the public sector with critical information on the need for 

accountability in the use of public funds. The study will also give insights to the citizens

‘ i. • • i. i il i

. i i • ' '• i •: • • i * .: •

on the mechanisms to ensure efficient use of public funds^ The finding from thi s study will 

also benefit researchers involved in the study of financial control and public funds 

management and those researchers willing to explore on areas that may require further 

investigations in this field. ,Jhe study has contributed to similar materials on the study

variables. w>ii *. . • i •

.. > :

6 l
iI » I ’l .I t



i

f

\
i .

Chapter tw0
. • v • , .

LITERATURE REVIEW

(CH1 i.i

. i • t

■ \

• ri c.«. :iu jv;'s ;H*(..I- t_ a*2.1 Conceptual Framework ;
. i ^v. |s*. MOJy ha oisi

From the preliminary review of literature, the researcher adopted the following conceptual

!
L •* •;

1:
framework to identify the study variables and how these variables relate to each other. As

v »!.•

indicated, the variables have. been categorised as independent and dependent. The 

independent variable has been classified under four conceptual dimensions.

2.1.1 Concept of Public Financial Management Effectiveness, ..

Financial management is the sysjem jby^jvhich thqfinancial aspects of the public goods 

and services are directed, •* controlled ■ and influenced,' to- support the delivery of the

government goals and objectives (Gnuorah & Appah, 2012). Public financial management
1 .lew jI ilojaniiC, ■ xy k . a Jr . ■ •

concerns the effective management of the collection and expenditure of funds by
UvS.* vaimi y ainhlvs

governments (Brusca, Gomez-villegas & Montesinos, 2016). As societal needs will
■x. 1 1 •: ; a n osii

u* !

!*J -

inevitably be greater than the resources available to government, all public resources must
■1 1 .v’d ill 'I

be used as efficiently as possible with a minimum of government wastage (Bandy, 2014).

'X ina-: IV? I

I
c.i :I

Efficient public financial'managbmenl .fe'tentral to. ideating at* relationship of mutual trust 

and shared consensus beUyeen ^goyemnienf and-. citizens,; thqt ;is at the core of the
r <*,.*. h v. . » .

development process (Marpnga^.W.ed^&ifCenge^e, 2&1-3). \x )
i V \ • •

iji'Ct - 'A ...i . ‘ 2>.
The effectiveness of the EFM system in any councry depends on a network of interlocking

nu2i ti;. m.*nl -of •.* » »*«'. .
processes, within a framework of institutions ;at global, regional, national and sub-national

jJ
level (Babatunde, 2013). - The quality of PFM depends on how well the individual

M •:•Ci-rUA, > V- .

\\ A . •-* A '‘ci
institutions work, the quality of inputs provided to the. system, the feedback and control

' i* i ‘ • :»v. •...»*,« •: i .? v iSl
mechanisms that ensure a focus on objectives, and on how well the system functions as a

vjj-ii v:ii* • A .v <>'* i
. V V

1 AAA 4•*
7

. u v. r wi : ». A



whole (Brusca, 2016). It is influenced by factors such as culture, people skills, the political 

economy, leadership, environmental and systems related issues.

A strong Public Financial Management (PFM) system is a catalyst for economy’s growth 

and development (Mestry, 2013). It ensures that the government and its departments raise 

manage and spend public resources in an efficient and transparent way (Maronga et al., 

2013). Sound systems, strong legal and regulatory frameworks as well as a competent and 

productive civil service are the cornerstones of an efficient PFM regime (Onuorah &

Appah, 2012). Public Financial Management reforms have been identified as the key

drivers to efficient public service delivery and creation of wealth and employment.

2.1.2 Concept of Financial Control Mechanisms System

The government of any country has the responsibility of establishing financial control

mechanisms system so that its activities operations are in an efficient and well-ordered

manner (Lagat & Okelo, 2016). This implies that, a good in financial control mechanisms

system increases efficiency in public service. Al-Hawatmeh and AI-Hawatmeh (2016)

defines financial control system as a “whole system of controls, financial and otherwise,

established by the management in order to carry on the business of the enterprise in an

orderly and efficient manner, ensure adherence to management policies, safeguard assets

and secure as far as possible the completeness and accuracy of the records”.

The Emiracity School (2004) defined financial control system as an integration of the 

activities, plans, attitudes, policies and efforts of the people of an organization working 

together to provide reasonable assurance that the organization will achieve its objectives 

and mission. The definition given by the Emaricity School further established that 

financial control impacts on every aspect of an organization, processes and physical

structure. It is a basic element that permits an organization and also incorporates the

8



qualities of good management. The financial control system is effective when people in 

the surrounding environment work together and provide a level of comfort to the 

organization, control do not guarantee success. In every sector, where financial control is 

practiced, it is the school management that decides how it is to be applied to enable the

organization achieves set goals.

Correspondingly, the Institute of internal auditors (1999) define financial control as any

action taken by management, board and other parties to manage risk and increase the

likelihood that established objectives and goals will be achieved (Vijayakumar &

Nagaraja, 2012). It is further added that management plan, organizes and directs the

performance of sufficient actions to provide reasonable assurance that objectives and goals

will be achieved.

From the above definitions, internal financial control is the duty of the government. It is

established in order to enhance prudent management resources and transparency in the

accounting process (Emmanuel, Ajanya & Audu, 2013). It also includes other

administrative issues and organisation strategies in order to improve efficiency and

productivity (Al-Rawashdeh, 2017). It is the duty of internal audit unit to review the

soundness, adequacy and application of internal financial control mechanisms for both 

financial, management and the use of resources (Kostic, 2ugic & Radojkovic, 2014). 

Internal auditor shall appraise the soundness and application of accounting, financial and 

operational control in review and report on compliance with financial and operational 

procedures laid down in any written law, instruction and good accounting practice as 

defined by the Ministry from time to time in order to ensure sound financial practices 

(Stefaniak, Houston & Cornell, 2012). Review of internal financial control is a useful 

exercise as it provides quality information to management on safeguarding assets,

9



reliability of records, promotion of operational efficiency and monitor adherence to 

policies and directives (Badara & Saidin, 2013).

Omboga et al., (2016) revealed that financial control is essential for the industry's positive 

performance, this could be achieved through effective cash control, cash processing and 

budgeting but recommended the examination of the effect of human behavior on the

application of financial control mechanisms. Also, Harley and Emery, (2016) and

Oyebanji, (2018) concluded that the approach of organizing the system of financial control

influences not only the safety of material and financial resources but all of its financial and

economic activities. A properly organized system of financial control allows not only for

early detection of flaws but to take timely action to address them. Prempeh, (2015)

concluded that raw materials and inventory management has a significant effect on the

profitability of manufacturing firms and further suggested that other control variables

should be incorporated in further studies of these variables.

Simiyu et al. (2018) and Ibrahim et al. (2017) conducted on studies of risk and financial

planning practices and have established that sound financial management practices and

control are components that have significant yet moderating relationship with the

performances of the firm. While Maiga et al., (2018) and Mutya, (2018) concluded from 

the study of the interaction effect of cost control system and information technology 

integration that manufacturing plant could obtain the utmost financial performance and

rewards from investments in activity-based cost control systems in conjunction with

information technology integration. Baseweti & Muturi, (2018) in the study ‘effect of risk

mitigation on the financial performance of manufacturing firms' discovered there was a

significant strong positive relationship between changes in production, economic risk

mitigation and financial performance. They recommended that companies should practice

10



comprehensive risk mitigation planning to counter any likely event that might cause a 

business breakdown.

The joint initiative of free private sector firms as contained in Committee of sponsoring 

organization real way commission established and dedicated to provide good leadership to 

decision-making organisation and governance of entities on critical aspect of organization 

(Suyono & Hariyanto, 2012). The COSO report been formed a common platform model

against which businesses and organizations may evaluate their control systems (Indriasih

& Koeswayo, 2014). COSO is supported by five supporting institute including the IMA

that is Institute of Management Accountant, AAA which stands for the American

Accounting Association, the AICPA meaning American Institute of Certified Public

Accountant and IIA that is, the Institute of Internal Auditors and Financial Executives

International FEI (Adetiloye, Olokoyo & Taiwo, 2016).

The origin of financial control goes back to time scarcely less remote than that of

accounting (lyoha & Oyerinde, 2010). Whenever the advance of civilization brought about

the necessity of one man being entrusted to some extent with the property of another, the

advisability of some kind of check upon the fidelity of the former will become apparent

(Emmanuel et al., 2013). Another main reason in the development of internal financial

controls was to strengthen span of control as a principle of management faced in business 

engaging several number of people and piloting procedures in many positions (Stefaniak 

et al., 2012). The key unbiased system of internal financial controls was mostly shaped

around the safety of resources.

Prior to the modern-day practices, internal financial controls and internal audit was clearly

a clerical function for many organization setup and principle and also no code of conduct

(Akindele, 2017). Internal auditing is the oldest concept that was made as assurance

11



engagement and a rationale for fraud detection, which is the reason behind public 

accountants and the yearly audit report with several guidelines (Kostid et al., 2014). The 

guideline included criteria against which control systems can be assessed, as well as 

information on preparing management financial control mechanisms effectiveness. This 

system provided guidance to management and boards of directors, rather than to auditors 

(Badara & Saidin, 2013). That improvement in laws and regulations are required to serve 

as deterrent to fraudulent financial reporting and to regulate the public accounting

profession to facilitate the improvement of audit quality (Al-Rawashdeh, 2017).

Unfortunately, laws and regulations only show the perpetrators that crime does not pay.

The perpetrators of the Enron scandal are serving prison sentences, but only after they

have inflicted damage on many lives and the financial markets.

According to Marinovic, (2013) diversity of views has existed long ago regarding the

internal financial control objectives and meaning. Some others understand financial

control to mean business taking measure to protect misappropriation of resources and

fraudulent reporting of financial statements. Bandy (2014) financial control refers to

procedures and approaches accepted within the organization to safeguard the cash and

other assets of the company as well as to check the clerical accuracy of the bookkeeping”.

financial controls may be clerical errors that can allow loss of cash and companies assets.

According to Noordin (1997), definition of financial control varies differently (Indriasih & 

Koeswayo, 2014). However, both accounting and administrative controls are wide 

considered in broad sense. Methods and procedures used by management to control areas 

such as budgeting and financial performance are termed administrative controls 

(Adetiloye, Olokoyo & Taiwo, 2016). Accounting control on the other hand is concerned

with the authorization of transactions, protection of properties and perfect economic

accounts (Iyoha & Oyerinde, 2010).

12



The COSO Framework outlines the core mechanism of control as a process concerning the 

attainment of purposes as: reliability of financial reporting, effectiveness and efficiency of 

operations and compliance with applicable laws and regulations (Akindele, 2017). The 

COSO meaning of financial control highlights that financial control is a method realized 

by persons and not mere handbooks or procedures (Nuswantara & Maulidi, 2017). Also 

the inclusion of written manual provide reasonable assurance in COSO’s model of control 

systems and signifies no absolute assurance for internal financial control auditing but only

gives reasonable level of assurance that system of government aims can be completed

(Suyono & Hariyanto, 2012). The definition covers approaches through which authority

assign roles obligation for such purpose as trade, buying, bookkeeping and manufacture

(Mohammadi & Shirzad, 2015). Other concerns incorporated in the definition include

package for making, confirming and allocating to several stages of managing those

existing information and investigation which are performed in large organizations.

Financial control mechanisms also incorporate the potentials of respectable organisation

and is reliant upon people and would do well or fail liable to the attention given it

(Akindele, 2017). Further still, the definition underscores that financial control

mechanisms become real once all the persons and the nearby surroundings work organized

to deliver a level of ease concerning the possibility of attaining organizational goals as

well as its duty (Nuswantara & Maulidi, 2017). With reference made from Millichamp 

(2002), financial control mechanisms is about the entire system of controls recognized by 

authority to carry out the industry or enterprise in a sound manner (Indriasih & Koeswayo, 

2014). It is also to certify that managers adhere to rules, maintenance of their assets and 

obtaining as much as likely comprehensive and accurateness of the facts.
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There are various ways in which financial control mechanisms are published and defined 

in most groups and organisations (K.otb, Sangster & Henderson, 2014). Most explanations

of financial controls are similar. In the opinion of the researcher financial control

mechanisms can be defined as strategies, plans, policies, and procedures, whose

implementation require the collective efforts of both management and employees in

ensuring the achievement of the task and neutral performance of a business. The definition

of financial control mechanisms provided by Indriasih and Koeswayo (2014) states that

policies and procedures adopted by management of an organization to achieve

predetermined objective, ensure orderliness and efficiency, including working according

to internal policies, protection of assets, the prevention and detection of fraud practices

and ensuring accuracy and completeness of accounting records and timely and reliable

financial reporting.

Mohammadi and Shirzad, (2015) also defined financial control mechanisms as means by

which an organization’s resources are directed, monitored, and measured. Nuswantara and

Maulidi (2017) also added that financial control systems are to detect fraud and protect an

organization’s assets such as, machinery, landed property and intangible asset e.g. 

reputation or intellectual property such as trademarks) (Kotb, et al., 2014). Martin, Sanders 

and Scalan (2014), argue that the most encompassing definition of financial control 

mechanisms was the one provided by the Committee of Sponsoring Organization 1992 

(COSO) which outlines a process, effected by an entity's board of directors, management 

and other personnel, intended to achieve truthfulness declaration regarding the achieving 

of objectives in the following categories: a) Effectiveness and efficiency of operations; b) 

Reliability of financial reporting; and c) Compliance with COSO regulations (Suyono &

Hariyanto, 2012).
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2.1.3 Authorization of Transaction

While designing the forms and procedures of effective financial control mechanisms,

provision should be made for proper authorization with a view to establish for

accountability for all action taken. In general, such a system means that approved

procedures and methods should be employed by the client’s accounting staff (Tanui,

Omare & Bitange, 2016). The system consists of the chart of accounts, procedures,

manuals, computers program and system documentation manual, flow-chart of the

transaction processing, and the variety of paperwork forms and approved signature

provisions that characterize large-volume transaction data (Kamaruddin & Ramli, 2015).

There must be a well-defined organizational structure showing how responsibility and

authority are delegated. That is an entity’s organizational authority and boundaries of

responsibility. This makes it designated areas or to prepare frauds undetected in areas of

responsibility.

2.1.4 Segregation of Duties

Millichamp (2002) defines segregation of duties as follows: No one person should be

responsible for the recording and processing of a complete transaction. The involvement

of several people reduces the risk of intentional manipulation or accidental error and

increases the element of checking of work. Article 15 of “Procedures and Principles on

financial Control and Ex-Ante Financial Control” says that duties of the authorizing

officer and accounting officer cannot be given to the same person (Bedard, Hoitash,

Hoitash & Westermann, 2012). Employees assigned to ensure internal financial control

shall not be given the responsibility of preparation and implementation of financial 

decisions and transactions such as responsibility to prepare approval document and its 

supporting documents, specifications and draft contacts, and acceptance of goods and

services.
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To ensure reduction of possibility errors and abnormalities, an employee is not to be

responsible for more than one of the authorization, custody, and record keeping financial 

transaction (Rendon & Rendon, 2015). When the work of one employee is checked by 

another, and when the responsibility for custody for assets is separate from the 

responsibility for maintaining the records relating to those assets, there is appropriate 

segregation of duties. This helps detect errors in a timely manner and deter improper 

activities; and at the same time, it should be devised to prompt operational efficiency and

allow for effective communications.

Improper segregation of duties increases the possibility of fraud carelessness and

unreliable record keeping, whereas with a proper division of duties, the work of one

person or group. The segregation of duties is valuable not only preventing errors and

fraud, but also in providing the advantages of specialization, better performance and easier

employee training. Segregation of duties is one of the most important features of financial

control plan (Rendon & Rendon, 2015). Its fundamental premise is that an employee or

small group of employees should not be in a position to initiate, approve, undertake, and

review the same action. These transaction or duties can be labelled incompatible if carried

out by the same employee. Examples of incompatible duties include situations where the

same employee (group of people employee) is responsible for: (i) both the operation of

and record keeping for the same financial transaction (ii) Managing the custody of

activities and maintenance of records for the same assets, (iii) Authorizing financial

transactions and managing the custody or disposal of the related assets or records.

There are four kinds of functional responsibilities that should be performed by different

departments, or at a minimum, by different persons within the same department:

i. Authority to give approval to execute transactions: This duty belongs to employees 

with authority and responsibility to initiate and execute financial transactions
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ii. Recording transactions: This is the duty to account for or record financial

transactions, which in most organizations, is accomplished by entering data into a

computer system

iii. Custodian of assets involved in any financial transactions: This is the duty to be in 

possession of actual physical possession.

iv. Periodic examination and reconciliation of physical assets: This is the

responsibility of regularly comparing the physical assets with the records and

reconciling any differences.

The advantages derived from proper segregation of employees’ duties are two: first,

fraudulence practices are more difficult to perpetuate because it would generally require

collusion of two or more employees, and most employees hesitate to seek the help of

others to conduct wrongful acts. Second by handling different aspects of the transaction,

innocent errors are more likely to be found and flagged for correction.

2.1.5 Independent Audit Function

The public accounting profession is built on the foundation of independence, Al-

Khaddash, A1 Nawas & Ramadan, (2013) See regulatory bodies requiring auditors to be

independent both in fact and in appearance. Auditor independence refers to the 

cornerstone of the integrity of all auditing process where maintaining the independent 

audit function is obligatory for auditors and required by the standard of profession (Choo, 

2014). The auditor’s independence can be categorized into two, which is “independence in 

fact” and “independence in appearance”. To be independent in fact means to be actually 

objective in all relationship between firms and their client; whereas independence in 

appearance means the subjective state of the relationship as perceived by client and third 

party (Sun, Lan & Liu, 2014). Nowadays, most people are of the opinion that the decline
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profession for concern (Al-Khaddash et al., 2013).
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According to Sun et al. (2Q14),when auditors and ^clients are negotiating issue about the 

fmancial statement, the most important part of an auditor’s role is to maintain the integrity 

of the independent audit function. This is because the auditors are required to follow the 

standards of the accounting profession. If the users of the audit report do not believe that 

the auditor is independent, less confidence and assurance will be put on the auditor’s 

opinion in the audit report (Al-Khaddash, et al., 2013). Restrictions have been provided in 

the Sarbanes-Oxley Act 2002 to enhance auditor independence and to prevent corporate 

scandals such as Enron and WorldCom (Sun, Lan & Liu, 2014).
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The opinion of an independent auditor' adds credibility1 to the financial statements and 

enhances the quality of financial reporting (Kantudu &’ Samaila,’ 2615). The professional 

independence of the auditors is considered Urbe one of the major postulates of auditing as 

per Choo (2014) and'it is,' therefore, expected that while expressing an opinion, the
iit ill. ..S; f.’Olslidci . an .%> :ivC . A . .auditors would act exclusively in the capacity or auditors. Sun et al (2014) observes that 

external audit is promoted as a'trust engendering technology to persuade the public that 

the government officials are riot'corrupt' and all1 government workers are made 

accountable.
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processes i.e. Information and Communication Technology especially in today’s 

generation where most transactions are performed with the use of electronic gadgets such 

as Computers, Computer software and the internet.

The Accountant only needs to enter the transactions into the software which simply 

performs computations and presentation thereby relieving the accountant of such task.

Any company with large size seeking to be efficient and effective in its financial

operations would need to adopt an automated system of accounting (Riggins & Weber, 

2016). For a company to attain efficiency and effectiveness, it would require capacity to

process accurate and timely information, hence, the need for Information and

Communication Technology.

Information and Communication Technology (ICT) which can also be referred to as

information technology (IT), is a more specific term that emphasize the importance of

integrated communications such as telephones lines and wireless signals, computers

including enterprise software, , storage device, and audiovisual systems, which enables

users to access, store, and influence information as desired (Abiola, 2014). This implies

that ICT is a generic term that includes all communication device or application,

encompassing like ratio, television, cellular phones, computer and network hardware and

software (Riggins & Weber, 2016).

There are four (4) main ages that divide up the history of information technology. These 

ages include; pre-mechanical, mechanical, electromechanical and electronic only the latest 

age i.e. electronic and some of the electromechanical age really affects us today 

(Abou-EI-Sood, Kotb & Allam, 2015). Before the introduction of ICT, accountants were 

using a friendly behavioral method that is acceptable for reporting financial records which 

carried out during accounting year ends. Accounts prepared include statement ofwere
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account, statement of financial position, cash book, and statement of cash flow. The role 

of ICT on Nigerian accounting practice in recent times has become an important concern 

for all business enterprise and is gradually becoming a prerequisite for local and 

international competitiveness (Hagmann, 2013).

Unarguably ICT have transformed all the methods used by organizations to record and 

analyse their financial transactions including decision making (Abiola, 2014). ICT has 

continued to transform the way accounting practice and their formal relationships are 

organized globally and the variety of innovative device available to improve and facilitate 

the speed and quality service delivery (Riggins & Weber, 2016). A major impact ICT has

made on accounting is the ability of organizations both in private and public sector to

develop and use computerized system to track and record financial transactions properly

and accurately.

The recording of business transaction manually on ledgers, papers, spread sheets etc has

been translated and computerized for quick and easy presentation of individual financial

transaction and give report on it (Abou-El-Sood et al., 2015). Hagmann (2013) argues that

the use of ICT in many organizations has assisted in reducing transactional error and cost,

overcome the limitations of distance and have become global thereby improving

coordination (Salome & Chukwunwendu, 2014). It is apparent that, the computerized 

accounting system has significantly improved the efficiency and effectiveness of 

accounting units by increasing the speed or timeliness of accounting reporting and 

preparation of statement of cash flow, market shares report and departmental profit & loss 

are now more accessible with computerized system.

The configuration of computerized accounting systems is such that internal check and 

balance are built to ensure that all financial transactions and accounts are appropriately
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balanced before the financial statement is reported on (Salome & Chukwunwendu, 2014). 

It also ensures the accuracy of journal entries during posting, ensuring that employees’ 

transactions are properly recorded (Riggins & Weber, 2016). Since the rapid use of ICT, 

organizations are able to process large amount of financial information with speed and 

accuracy through computerized accounting system. Quicker processing time for 

employees have also reduced the amount of time needed to choose appropriate accounting 

period. Transactions that would have taken an accountant months or years to prepare are 

done quickly and faster and thereby cutting high cost that would have resulted in preparing 

the reports (Mancini, Vaassen & Dameri, 2013).

2.2 Empirical Review

2.2.1 Authorization of Transaction and Public Fund Management

Rono, Njeru and Kwasira (2017) studied the effects of internal financial control systems

towards sustainable financial prudence in public universities in Kenya. The study adopted

descriptive survey research design. The study was conducted across six selected chartered

public universities in Kenya where a total of 289 accounts, finance, and management staff

constituted the study population. A sample of 127 respondents was obtained using

stratified random sampling method. The study employed semi-structured questionnaires to

collect data. Data analysis was both descriptive and inferential. The study indicated that

strengthening internal financial control systems in public universities was likely to result 

in enhanced sustainable financial prudence. Internal financial control systems were 

concluded to be essential in enhancing sustainable financial prudence in local public 

universities. It is recommended that public universities in Kenya should put in place sound 

internal financial control systems that advocate for ethical values and integrity. The 

finance managers in these universities are advised to objectively implement policies on
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internal financial control systems in order to ultimately ensure sustainable financial

prudence.

Mrsik et al (2016) evaluate the effect of state audit in improving accountability in 

managing the public funds. Descriptive analysis was adopted for analyzing state audit 

office report for five years from 2010 to 2014. The data for the research were collected 

from the web sites of Macedonian state audit office of Macedonia, state audit Institution of

Serbia and state audit office of the Republic of Croatia. The research compared the results 

from two state audits in neighboring countries. The findings of the study revealed that 

there were weaknesses in the management of public funds.

Ajibolade and Oboh (2017) carried out a study to examine the effect of government

budgeting on public funds management and economic development in Nigeria using a

simple regression estimation technique from time series data set of budgetary information

over a 16-years period from 2000 to 2015.The findings of the study confirm that

government’s annual budgeting system is limited in achieving its fiscal objectives. The

budget approach indicates a state of lack of accountability and transparency in public

funds management. Findings also indicate that the level of economic development in 

Nigeria does not have any relationship with the size of government expenditure. Practical 

implications - The study recommended the government needs to restructure its approach 

to budgeting and adopt a more resilient approach that suits its environment and economic 

uniqueness in effort to ensure efficient management and accountability of public fiinds.

Evans (2016) research dissertation examined the effect of development expenditure on 

management of public funds in the Metropolitan, Municipal and District Assemblies in 

Ghana. The research design adopted for the study was explanatory research method and 

data collection methods included both primary and secondary, with primary data collected
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by use of 200 self-administered questionnaires. The findings of the study revealed that 

there is a strong relationship between development expenditure and management of public 

funds. The researcher recommended that, Management of the District Assembly in Ghana 

should ensure that laid down procedures for government budgeting are adhered to strictly.

Wang’ombe and Kibati (2016) study analyzed the effect of records management and 

internal monitoring and controls on effective use of public funds in the Nakuru County 

Government’s Treasury. The study adopted explanatory research design using seventy- 

four (74) staff involved in the management of finances based on stratified random

sampling technique. Data were collected primarily using questionnaires administered to

the respondents. Descriptive and Inferential statistics were used to analyze the data. The

study indicated that records management practices did not have significant influence on

utilization of Government funds. However, internal monitoring and controls significantly

affected the effective use of funds. The study recommended that Governments at all level

should enhance internal monitoring and controls.

2.2.2 Segregation of Duties and Public Fund Management

Owechi (2012) paper examines the criticism leveled against government of Uganda due to 

failure to ensure good financial management. Specifically, the study assessed how good 

governance practices promote good planning, budgeting, resource allocation, effective 

resource utilization and production of reliable financial reports. Using both qualitative and 

quantitative data collected responses from public servants in the Ministry of Gender 

Labor, Social Development and the members of the Public Accounts Committee. The 

study revealed that good governance by public servants from a legal point of view is in 

terms of the principles of transparency, participation and accountability. The study also 

revealed that the practice of transparency is moderately low among senior and top staff; in 

addition, the level of accountability did not meet the set standards set by government in its
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rules and regulations. Participation in the planning and budgetary process was only among 

senior account officials. The Public Accounts Committee responsibilities were also limited 

to compliance checks.

Nyanyuki, Okioga, Ojera, Nyabwanga and Nyamwamu (2012) paper sought to determine 

the effect of accounting practices on management of funds in Kenya public secondary 

schools in Kisii Central District. To achieve the objectives of the study a survey design 

was adopted using 90 respondents of Principals and Bursars. The data collected through

questionnaires were analyzed using Pearson’s correlation coefficient and regression

analysis. The study revealed that use of accounting practices is positively associated with

the level of Management of Funds in public secondary schools. The study concluded that

accounting practices have an significant influence on management of funds in public

secondary schools and thus recommends the use of such accounting practices to improve

the general management of funds in public secondary schools in Kenya.

Fasua and Osagie (2016) conducted an empirical study on the relationship between

financial control and fraud prevention in the Nigerian public sector. The research

methodology adopted in the study was a survey designed with the aid of thirty three (33) 

copies of questionnaire from selected Edo and Ondo State. The regression analysis 

findings reveal that the existing internal financial control measures by Federal 

Government are adequate to prevent fraud in the public sectors, in addition, the success of 

these effective controls depend on ethical behavior of public officers at all levels. The 

study therefore, recommended that, public officers with good ethical behavior like 

integrity and honesty as well as forensic experts should be employed to examine the 

relevant controls put in place.

24



In a research to ascertain the relationship between financial control and government 

budget performance in South-west Nigeria, Oladele and Olaoye (2016) used secondary 

data sourced from the annual budget of southwestern state for five year period from 2000 

to 2004. To analyse the data, the researchers used granger causality dynamic analysis. The 

study found no significant dynamic relationship between finance control and government 

budget performance in south-western Nigeria. Thus the researchers recommended that

States’ Government should device budget implementation models that will foster dynamic

interaction between budget realization/implementation and budget performance.

Lagat and Okelo (2016) carried out a study on the effect of internal financial control

systems on financial management in Baringo County government in Kenya. A sample of

97 employees in financial and accounting positions was used for the study. The study

adopted the Committee of Sponsoring Organizations (COSO) of the Tread way

Commission theoretical framework for analysis of internal financial control systems using

five variables namely; control environment, control activities, risk assessment, information

and communication technology and monitoring. The research concluded that control

activities and monitoring of information and communication technology, significantly

influences financial management. Control activities and ICT monitoring significantly

predict changes in financial management, while control environment and information and 

communication does not significantly affect changes in financial management.

2.2.3 Independence of Audit and Public Fund Management

Prempeh, Twumasi and Kyeremeh (2015) examined the financial Control systems in 

existence in Polytechnics in Ghana. Case study design was adopted. A sample size of 50 

staff members was selected using the simple random sampling. The study found out that 

three main financial control systems of preventive, directive and detective control systems 

are in existence in the Sunyani Polytechnic. Successfully, realistic budgets were
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implemented and results are actively monitored. The findings revealed that there 

existence of internal financial controls. It was also revealed that the level of compliance 

was high and this is very commendable and must be encouraged. It was also discovered 

there was a fair amount of compliance but sanctions are rarely given to a person who does 

not comply with the laws and conventions of internal financial control. It was

was

recommended that pre-audit should be done for all transactions and seriousness need to be

attached to it. It was recommended that audit units need to be strengthened in the 

Polytechnics. It also was recommended that review of internal financial control

mechanisms need to be done from time to time, so that new standards can be embraced for

performance and improvement.

Badara (2012) conducted a survey on the role of internal auditors on effective financial

control in Bauchi State local government of Alkaleri. The methodology adopted for data

collection is only primary source using 35 questionnaires which were administered and

returned by the staff of Accounting and Internal audit department. Simple percentage was

employed for data analyzed with the findings revealing that lack of proper independent

exercise by the internal auditor, lean internal audit unit staff, the internal financial control

system is very weak toward financial and other controls and also non adherence by the

auditors on general auditing standards. The paper recommends that internal auditors

should exercise the degree of independency on various levels of departments within the

Organization in performing their duties, the internal financial control system should be 

efficient in such a way that it will prevent any act of financial crime and detection of fraud 

and local government council should establish a scheme for internal auditors’ training 

from time to time because it will enhance their operational capacities and skills in 

administering the internal financial control system by way of attending professional 

seminars, workshops and symposiums.

26



Nkuah et al (2013) in their study sought to determine the relationship between financial 

control systems and public sector efficiency in Ghana. Using an exploratory research 

design on forty-seven (47) respondents selected through purposive sampling from fifty six 

(56) respondents were selected from population of District Chief Executive, Coordinating 

Director, Budget officer, Internal Auditor, Finance Officer, Revenue Collectors, 

Accountants, Assembly Members and Household. The study revealed three main sources 

of funds for the Assembly, from government, non-governmental organizations and 

internally generated funds (IGF). The Assembly has put in place effective control practices 

such as the issuance of official receipts when payments are made, keeping the revenue

generated in a bank account which requires signatures of many officials to withdraw. It

also serves as a control measure to prevent management and staff to have easy access to

them illegally. The study also revealed that there was strict compliance with the

procurement laws in terms of acquisition of goods, and award of contracts. It is

recommended that, there should be periodic in-service training for the accounting

personnel to improve their knowledge, skills and abilities.

A research on the effect of internal audit and internal financial control on public

accountability in Indonesia state universities was done by Sari, Ghozali and Achmad

(2017). The researchers used a survey research design to select ninety (90) respondents

involved in financial management in the survey area. The research data are the primary

data obtained by sending questionnaires to the respondents. The data collected were 

analyzed using regression analysis methods. The researchers found that internal audit does 

not affect and cannot improve accountability while internal financial control system does

affects and improve accountability.

Ongeri (2012) study was carried out to assess the influence of the training of school 

administrators on financial management in public secondary schools. Specifically, the
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study examined the effect of learnt skills such as book-keeping, financial controls, 

preparation of financial statements and reporting. The population of the study included 23

public secondary schools’ administrators, 7 trainers and 2 District schools’ auditors. The

sample size was 50% of the population. The study adopted exploratory descriptive survey 

design. Both stratified and simple random sampling techniques were used with questions 

on the questionnaires being structured and unstructured styles. The study found out that

though training is quite relevant and useful to school administrators, still inadequacy in

knowledge and skills necessary for effective and efficient management of school funds is

evident. This was due to inadequate training time allocated for the in-service at the

institute. Lack of integrity and moral dignity on the part of these Officers compromised

transparency and accountability. This was made worse by the irregular cash in-flows from

the Ministry of Education and the unskilled staff at the finance department empowered to

manage cash in-flows and out-flows. This gave room to all sorts of malpractices cited in

both print and electronic media. The study recommended for the increment of training

duration, employment of qualified personnel to manage financial transactions and

intensify supervision and auditing from the Ministry of Education as well as making 

follow-ups to schools to ensure skills acquired at in-service training are effectively

implemented.

Al-Hawatmeh and Al-Hawatmeh (2016) study examined the effect of internal financial 

control on the effectiveness of financial control in administrative government units. The 

study also determines whether there are limiting factors to the assessment of internal 

financial controls for the effectiveness of financial control in administrative government 

units. Lastly, the study sought to determine the effect of audit experience and 

qualifications on the effectiveness of financial control in administrative government units. 

In order to achieve the objectives of the study and the testing of hypotheses, the
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researchers designed a questionnaire. This questionnaire was distributed to managers and 

employees in the internal financial control of the administrative government units. Out of 

the one hundred and twenty-five (125) questionnaires distributed, ninety-six (96) 

recovered with an adoption rate of 77%. The results showed that the assessment of internal 

financial control units for the effectiveness of financial control in administrative

were

government units typically became high. Also, accounting entries which is related to

income and expenditure were in accordance with laws, financial regulations, and the

prescribed accounting for financial controls. Hence, this is the constraints that limit the

effectiveness of the auditors of the Audit Bureau when they conducted financial and

managerial control and evaluation in administrative government units. Thus, the

researchers attributed this result to the existence of certain obstacles, the most important

routine work, lack of incentives and benefits, and others as indicated in the results of the

study. Based on the results of the study, the researchers recommended the need for

attention to the human element as one of the main components of internal financial control

system.

Kinuthia (2012) studied the impact of financial controls on the financial efficiency of

funds in Murang’a County. In order to achieve this objective, primary data was collected

from thirty-two (32) random stratified selected respondents using questionnaires. For the 

data analysis, descriptive statistics including mean, frequency and percentages were used 

to describe the socio-economic characteristics of the borrowers. A regression model was

used to analyze the determinants of loan repayment. From the research findings, it was 

established that most schools in Murang’a country have a small number of students. 

Murang’a County secondary schools should also remove the loopholes under purchasing 

since these controls were found to have a negative impact on financial efficiency. The 

study also recommends training for school heads together with their deputies on financial
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management. The study concluded that, even though all financial controls are perceived as 

critical, there were some controls that had a positive impact while others had a negative 

impact on financial efficiency.

Bello, Ayoib and Zalina (2017) examined relationship between internal audit quality and 

organizational performance with moderating variable of top management support in the 

Federal Universities in Nigeria. A total of four hundred (400) samples of senior internal

auditors’ level were drawn from forty (40) Nigerian Federal Universities. Data was

collected via questionnaires which was distributed to internal auditors. 400 questionnaires

were distributed, 342 were returned, 29 were rejected and 313 were retained. The data was

analysed using both descriptive and inferential statistics for testing hypotheses. The results

of the study after testing the direct relationship of the independent variables with the

dependent variable reveals that there are significant positive relationships between the

variables of the study, except internal audit quality with organizational performance.

However, the result of moderating effect of top management support in the relationship

between the independent variables and organizational performance, turns out to reveal that 

internal audit quality, have positive and significant relationship with organizational 

performance. The result shows strong correlation between the dimensions of internal audit 

quality and organizational performance and optimum performance in Nigerian Federal 

Universities is attainable when internal audit quality dimensions are functional. The study

has contributed greatly in determining the effect of the moderating variable in the study 

which adds value to the existing literature not only in the Nigerian Federal Universities but 

also the internal auditing practice in the Nigerian public sector. It is therefore 

recommended that the dimensions of internal audit quality should always be given

attention, a better service delivery and efficiency.
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2.2.4 Information Technology and Public Fund Management

Munge, Kimani and Ngugi (2016) the study evaluated the factors influencing financial 

management in public Secondary Schools in Nakuru County. Specifically, it analyzed the 

influence of budget management and financial controls on financial management. The 

study was guided by budget, financial control, and agency theories. The study adopted a 

cross-sectional survey research design. The study targeted heads and bursars of public 

secondary schools in Kenya. The accessible population constituted all the 172 school 

heads and 172 bursars of public secondary schools in Nakuru County. Stratified random

sampling method was adopted to draw a sample of 78 from the accessible population. A

structured questionnaire was used to collect data. A pilot study was conducted before the

main study in order to examine the reliability and validity of the research questionnaire.

The Cronbach alpha coefficient was used to test reliability while the university supervisor

was consulted to determine the content validity of the research questionnaire. Data

analysis was aided by the Statistical Package for Social Sciences analytical tool. Data

analysis encompassed both descriptive and inferential statistics. Study findings were

presented in form of tables. The study established that budget management and financial

controls positively and significantly influenced financial management. The study 

recommended that public Secondary Schools should have effective budget management

mechanisms and strong financial controls.

Wakiriba, Ngahu and Wagoki (2014) study sought to establish the effect of control 

activity on financial management in Mirangine Sub County of Nyandarua County. The 

study adopted a descriptive design and targeted thirty (30) Accounting, Finance and 

Administrative Staff in the Government Departments in Mirangine Sub County. The study 

employed a census survey where all members of the target population constituted the 

study sample. A structured questionnaire was used to collect data. Both descriptive and
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inferential statistics were used in data analysis. The study findings were presented in the 

form of tables and figures that captured both descriptive and inferential results. The study 

concludes that the public sector in Mirangine Sub County has an effective internal 

financial control system characterized by clear separation of roles, supervision and 

commitment of management. However, there are weaknesses in the implementation of 

financial controls since internal audit function is not well extended to all the departments. 

On financial management, the study concludes that the prudential use of financial

resources in Mirangine Sub County is not appropriate although there is improved asset use

and classification of revenues and expenditures. The final conclusion of this study is that

there is a significant positive relationship between control activities and financial

management. The study recommends competence staff profiling, establishment of

information system within the departments and improving the generation of more finances

for the operations of the government departments.

Okon and Akpan (2011) study was focused on the relationship between financial control

measures and enhancement of administrative effectiveness of Secondary School Principals

in Akwa Ibom State. The population of the study was 227 principals from the 227 public 

Secondary Schools in the state. The sample size for the study was 192 using stratified 

random sampling technique for the selection. Eighteen-item structured questionnaire 

designed by the researchers was used for data collection. The instrument was face 

validated by five experts. Three (3) null hypotheses were tested. The major findings were 

that the principals have not adopted budget preparation, budget implementation and 

internal auditing for the control of school finances. It was found that there is significant 

relationship between the variables and principals5 administrative effectiveness. The 

recommendations made based on the findings were that (1) State Secondary Educational 

Board should instruct Principals to prepare annual budget of their schools. (2) State
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Secondary Education Board should properly monitor the implementation of the School 

budget. (3) Internal auditors should be sent by the Ministry of Education to Schools.

Onatuyeh and Aniefor (2013) examined the impact of internal audit functions on public 

sector management and accountability in Edo State of Nigeria. Its main objective is to 

ascertain the extent to which effective internal audit functions could be used as an

instrument to improve public sector management and accountability in Edo State. Data 

were collected via a well-structured and tested questionnaire administered on 245

respondents in the audit departments of 12 government Ministries and Parastatals in Benin

City, Edo State. The data collected were analyzed using Cross tabulations, descriptive

statistics and Spearman rank order correlation coefficient. The findings of the study

suggest that effective internal auditing ensures proper stewardship reporting, and

inadequate qualified manpower does hinder proper auditing of government accounts in

Edo State. Based on these, it is concluded that auditing of government accounts is

fundamental to the effective and efficient stewardship reporting by accounting officials

without political and administrative interference. Hence, it is recommended among others

that objectivity, integrity and transparency should be observed by auditors and council 

officials and improvement of internal auditors’ remuneration and fringe benefits should be

improved for enhanced performance.

Simiyu (2014) study was to investigate the factors affecting cash management in public 

Secondary Schools in Mombasa County. The specific objectives of this study were to find 

out how the Board of Governors, Principals, Government policies and Parents’ 

involvement affect cash management in public Secondary Schools in Mombasa County. 

This study adopted a descriptive research design. The target population consisted of 24 

Principals, Bursars and Chairmen of Board of Governors of public Secondary Schools 

within Mombasa County. Simple random sampling was used when selecting a sample.
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The study therefore had a sample size of sixty (60) respondents. Both primary and 

secondary data were collected to achieve the objectives of this study. The study concludes 

that competence of the Board of Governors has a direct effect on the management of cash 

in public Secondary Schools. Training plays an important role of making the Board of 

Governors more responsible and informed about the role it plays as a custodian of School

assets. Schools where the Board of Governors authorizes cash transactions are more

effective in the management of the cash resources. The study further concludes that many 

principals have put in place cash control mechanisms but they may not be adequate. Major

weaknesses are failure to segregate duties related to cash and absence of internal audit

unit. However, the audit unit of the Ministry of Education at District and Provincial levels

is fully operational and being managed by professionals.

Ejoh and Ejom (2014) study sought to establish the relationship between internal audit

function and financial performance in Tertiary Institutions in Nigeria with particular 

reference to Cross River State College of Education, Akamkpa. The method of analysis 

employed was survey design while the stratified sampling procedure was adopted in 

administering the questionnaires. The study revealed that all activities of the College are 

initiated by the top management. On the effectiveness of internal audit, the study found 

that the internal audit department of the College is not sufficiently staffed, does not 

perform their duties with greater degree of autonomy and independence from 

management. Also, the study found that there is a flaw of audit model in the College. The 

study further revealed that internal audit function has no significant effect on the financial 

performance of Cross River State College of Education.
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2.3 Theoretical Framework

There are many disciplines that have impacted on the development of internal financial 

control mechanisms of government and management of public funds, consequently, the 

theories that underpin it are quite diverse. The main theories that may affect the 

development of internal financial control mechanisms are: agency theory, transaction cost 

economic theory, stakeholder theory, and stewardship theory.

2.3.1 Agency Theory

A significant body of work has built up in this area within the context of principal agent

framework. The work of Jensen and Mecklin (1976) as pointed in their work, theory of the

firm: managerial behavior, agency costs, and ownership structure pointed in particular, the

importance of this theory; and of Namazi (2013) as said, in their study, agency problems

and residual claims, that this theory is the most important in studying performance of

MFIs. The agency theory identifies the agency relationship where one party - the principal,

delegates work to another party, the agent as Mallin (2010) says in her study corporate

governance. The agency relationship can have a number of disadvantages related to the 

opportunism or self-interest of the agent as Vimrova (2017) argues in his study on access 

for all: building inclusive financial system; for example the agent may not work in the 

interest of the principal, or the agent may act only partially in the best interest of the

principal.

Furthermore the agent could misuse his power for monetary gain or agent not taking 

appropriate risks in accordance with the interest of principal because the agent perceive 

those risks as not being suitable and the principal could have different perceptions to those 

risks (Mallin, 2010). There could also be the challenge of information asymmetry. This 

when the principal and the agent have access to different information. This couldoccurs
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mean that the principal is at a disadvantage since the agent usually has more access to 

information (Hongxing & Yu'na, 2013). In the context of control of corporations, agency 

theory asserts that corporate governance systems, especially Board of Directors, as 

important monitoring and control mechanism to ensure that any problems that may be 

brought about by the principal-agent relationship are reduced (Hongxing & Yu'na, 2013).

Managers are usually the agents of the corporation’s owners, but managers must be 

monitored and checks and balances put in place to ensure management do not act beyond 

their power (Abdullah, Murad and Hasan (2015). The cost of management acting beyond 

their power including the necessary checks and balance is called agency costs (Kim,

2010). Much of agency theory as related to corporations is set in the context of the

separation of ownership and control as described in the work of Hongxing and Yu'na,

(2013) in their work on the Modem Corporation and private property, and also on the

work of Mallin (2010). In this context, the agents are the managers and the principal are

the shareholders, and this is the commonly cited agency relationship in the corporate

governance context. However, it is useful to be aware that the agency relationship can also

cover various other relations including those of company and creditors, and of employer

and employee. The essence of this research takes its roots from the agency theory 

perspective as it focuses on the supervisory aspects of corporate governance to reduce the

agency costs and improve performance.

2.3.2 Transaction Cost Economics Theory

The transaction cost economics theory, as expanded by the work of Williamson in 1975

(Mallin, 2010), is often viewed as closely related to the agency theory. The transaction 

costs economics theory views the firms as a governance structure whereas agency theory 

views a firm as a nexus of contracts as demonstrated in the study of Daily and Dalton 

(1992) that the relationship between governance structure and corporate performance.
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Essentially the later means that there is a connected group or series of contracts amongst 

the various players, arising because it is seemingly impossible to have a contract that 

perfectly aligns the interests of principal and agent in a corporate control situation (Mallin,

2010).

In the aforementioned discussion of agency theory, the issue of separation of ownership 

and control was emphasized. As firms have grown in size, whether caused by the desire to 

achieve economies of scale, or due to technological advances, or by the fact that natural

monopolies have evolved, they all have increasingly required more capital, rose from the

capital markets and form established wider shareholder base (Verbeke & Kano, 2013).

The problems of separation of ownership and control and the resultant corporate

governance issues have thus raised. Mallin (2010) examined the rationale for firms’

existence in the context of a framework of the efficiencies of internal, as opposed to

external, contracting.

The entrepreneur has to carry out his function at less cost, taking into account the fact that 

he may get factors of production at a lower price than the market transactions which he 

supersedes as Whittington (2012) points out in his study on the financial aspects of the 

corporate governance. In other words, there are certain economic benefits to the firm itself 

to undertake transactions internally rather than externally. In its turn, a firm becomes 

larger the more transactions it undertakes and will expand up to the point where it 

becomes cheaper or more efficient for transaction to be undertaken externally (Kumar, 

2010). Coase therefore posits that firms may become less efficient the larger they become. 

Equally, he states that all changes, which improve managerial techniques, will tend to 

increase the size of the firm.
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Williamson cited in Mallin (2010) stated that the costs of any misaligned actions may be 

reduced by judicious choice of governance structure rather than merely realigning 

incentives and pricing them out. Heart cited by Mallin (2010) indicated that there 

number of costs to writing a contract between the principal and agent, which include the 

cost of thinking about and providing for all the different eventualities that may occur 

during the course of contract, the cost of negotiating with others, and costs of writing the 

contract in an appropriate way so that it is legally enforceable. These costs tend to mean 

that contracts are apt to be incomplete in some way and so contracts will tend to be 

revisited as and when any omissions or required changes come to light as pointed out by 

Jenkinson and Mayer (1992) in their work on the assessment: corporate governance and

are

corporate control. In case of incomplete contracts, governance structure does have a role to

play; governance structure can be seen as a mechanism for making decisions that have not

been specified in the initial contract (Kumar, 2010; Mallin, 2010).

Both agency theory and the transaction cost economics theory are concerned with

managerial discretion, and both assume that managers are given to opportunism for self-

interests seeking and moral hazard, and that managers operate under bounded rationality 

and both regard the Board of Directors as an instrument of control, in this context, 

bounded rationality means that managers will tend to be self-interested rather than 

maximizing the profit; this of course, not being in the best interest of 19 shareholders 

(Mallin, 2010). In addition to the agency theory, this study borrows from this theory as the 

manager sees the board as his controller.

2.3.3 Stakeholder Theory

Juxtaposed with the agency theory is the stakeholder theory. This theory takes account of a 

wider group of constituents rather than focusing only on shareholders (Mallin, 2010). The 

consequence of focusing on shareholder is that the maintenance or enhancement of
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shareholder value is paramount, whereas a wider stakeholder group, such as employee, 

providers of credit, customers, suppliers, government, and local community, is taken into 

account; the overriding focus on shareholder value becomes less self-evident (Harrison & 

Wicks, 2013). Nonetheless, many companies do strive to maximizing shareholder value 

and at the same time trying to take into account the interests of a wider group of 

stakeholders. One rationale for effectively privileging shareholder over other stakeholders 

is that they are the recipient of the residual free cash flow (Mallin, 2010), being the profits 

remaining once other stakeholders, such as loan creditors, have been paid. This means that

the shareholders have a vested interest in trying to ensure that resources are used to the

maximum effect, which in turn should be to the benefit of society as a whole (Mallin,

2010).

Shareholders and stakeholders may favor different corporate governance mechanisms; the

first favor the so called Anglo-American model of corporate governance values the

shareholders rights, while the latter is favored by the German model of corporate

governance (Hasnas, 2013). Within this model, stakeholders such as employees, have a

right enshrined in law for their representatives to sit on the supervisory board alongside

the directors. The shareholders and the stakeholder group have a link to this study as far as

the aspect of impact is concerned in terms of the conceptual framework.

2.3.4 Stewardship Theory

The stewardship theory draws on the assumptions underlying agency theory and the 

transaction cost economics theory (Contrafatto, 2014). Mallin (2010) suggested against 

accepting the agency theory in totality and introduced an alternative approach to corporate 

governance, which is the stewardship theory. The agency theory is relying on the control 

of managerial opportunism by having a board chairman independent of the CEO and using 

incentives to bind the CEO’s interests to those of shareholders (Htay & Salman, (2013).
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The stewardship theory argues that the advantageous consequences on shareholders 

returns will facilitate the authority structures that unify command by having roles of CEO 

and Chairman held by the same person (Waldkirch & Nordqvist, 2016). The safeguarding 

of returns to shareholders may be along the track, not of placing management under

greater control by owners, but of empowering managers to take autonomous executive

action (Kumar, 2010). The stewardship theory complements the agency theory in the sense 

that it gives more autonomy and incentives to the management, rather than making a tight

supervision to the senior management, as this may create a climate of subordinate to chief;

as a consequence the company may suffer from that angle because the management holds

the information for the company (Mallin, 2010).

2.4 Summary
In general, the reviews of literatures above indicate that internal financial control

mechanisms are important tools in an organization. To establish that, scholarly literatures 

on the following areas were conducted: concept of public financial management 

effectiveness, concept of internal financial control system authorization of transaction, 

segregation of duties, independent audit function, and information and communication 

technology. Theoretical framework: agency theory, transaction cost economics theory, the 

stakeholder theory, stewardship theory and lastly empirical review of related studies were 

done. From these review, that can be seen that even though the concept of internal 

financial control mechanisms are relevant to public financial management, this 

relationship has not been empirically studied in National Judicial Council, Abuja, in

Nigeria.
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CHAPTER THREE 

RESEARCH METHODOLOGY

3.1 Research Design

Research design can be defined as a general framework for conducting research or 

investigation.” The design the researcher used is the survey research method. Survey 

research focuses on people, the vital facts of people including their beliefs, opinions, 

actions, attitudes, motivations, and behaviour. “Survey research can be classified by the 

following methods of obtaining information: personal interview, mail questionnaire, panel,

telephone, and controlled observation. The research design used in this study aims at

evaluating the impact of internal financial control mechanisms on financial activities in

National Judicial Council Abuja, in Nigeria. It is a Survey Research Study using

questionnaires as the instrument of drawing information from the respondents.

3.2 Population, Sample and Sampling Techniques

The population of this study comprise of all the staff in Accounts and Audit Departments 

in National Judicial Council Abuja. Convenience Sampling was used for the study. The

methodology used to sample from a larger population depended on the type of analysis 

performed. The population size of the study comprised of one hundred and forty (140) 

staff in Accounts and Audit Departments in National Judicial Council Abuja (National

Judicial Council, 2019).

Sampling techniques is a process used in statistical analysis in which a predetermined 

number of observations would be taken from a larger population. The simple random 

sample was used in this study. A sample of one hundred and three (103) out of one 

hundred and forty (140) staff in Accounts and Audit Departments in National Judicial 

Council Abuja are selected for the study.
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However, one hundred and fifteen (115) questionnaires were administered to the sampled 

staff to provide for missing questionnaires, but only one hundred and twelve (112) out of 

the one hundred and fifteen (115) administered were returned and analyzed. Thus only 

three (3) questionnaires were missing from the one hundred and fifteen (115) sampled staff 

in Accounts and Audit Departments in National Judicial Council Abuja. The sample size 

was calculated using 50% confidence interval.

According to Taro Yamane (1967)

N
n =

1 + N(e)2

Where:
N = Population 

n = Sample size 

e = (0.05)2

140
n =

1 + 140(0.0025)

Sample size = 103

3.3 Methods of Data Collection

The data for this study were collected from primary source. Primary source involved going 

to the field to obtain data from the respondents. The study designs a set of questionnaire 

that captures the various financial control strategies in terms of authorization of 

transactions, segregation of duties, independence of audit, and information and 

communication technology. The questionnaire was carefully designed in structured close 

ended of 5 point like format (Strongly agreed (2), Agreed (1), Undecided (0), Disagreed (- 

1), Strongly Disagreed (-2), and a few open ended questions to seek the opinion of the 

respondents on some of the key issues.

42



3.3.1 Reliability and Validity ,

The reliability was insured by testing the instruments for the reliability of values (Alpha 

values) as recommended b.y Cronbach, (1946). Cronbach recommends analysis for Alpha 

values for each variable under'study. According to Sekaran 2001 Alpha values for each 

variable under study should not be less than 0.6 for the statements in the instruments to be 

deemed reliable. Consequently, all the statements under each variable were subjected to 

this test and were proven to be above 0.6. The validity of the data collection instruments 

was done with the help of Questionnaires.

■ :U
Table 3.1 Scale Reliability of Variables
Variables Cronbach’s Alpha
Authorization of Transaction 0.91
Segregation of Duties U - V-' .t, •, i 0.89 »• it: ;

Independence of Audi!__ _
Information Technology j!,‘ •

0.94
0.87 \

Public Fund Management 0.73
Source: Researcher’s Computation (2019)

Table 3.1 revealed that all the variables have Alpha Values above 0.6 mark recommended 

by Sekaran. Therefore all the variables in the instrument are deemed reliable.

3.4 Techniques for Data Analysis

Ordinary Least Squares Method of Regression was used with the aid of Statistical Package

for Social Sciences (SPSS), to determine and analyze the effect of anti-fraud strategies
' ■* !

(internal financial control mechanisms) on fraud perpetration in listed National Judicial 

Council, Abuja. Furthermore, frequency distribution and? percentages (%) were used to 

know the proportion of responses of the respondents in relation to the subject matter. 

Thus, the frequency distribution and percentages (%) guide the study on the percentage of 

responses with respect to a statement. The independent variables were financial control 

mechanisms in terms of authorization cf transactions, segregation of duties, independence

X. ’• • j .’-.I .: • i •
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of audit, and information and communication technology, while public fund management 

was the dependent variable. In line with the fulfilment of the regression assumptions, the 

study runs the descriptive statistics to describe the characteristics of the data, as well as 

know the direction of the normality. Furthermore, correlation matrix was run to know the 

individual relationship between the variables, as Variance Inflation Factor (VIF) was used 

for the test of Multicoilinearity of the explanatory variables. Test of Heteroskedasticity 

was run for the cross sectional dimension.

Regression Model

MPF = pO + p 1AUTQTRANS +. p2SEGD + P3INDAUD + p4INFTECH + ei
*• ■•"*■* ' ’ * ■ ’ *

Where: MPF = Management of Public Fund, AUTOTRANS = Authorisation of 

Transactions, SEGD = Segregation of Duties, INDAUD = Independence of Audit,

i

INFTECH = Information and Communication Technology, pO =constant, pi to p4 are the 

coefficients of the independent variables and Et= Error term. On apriori we expect:

pl>0, p2>0 p3>0 and p4>0

The a-priori signs indicate that, all the independent coefficients are positively related to

Public Sector Financial Management.

• 2 4

3.5 Justification of Methods

The method of data collection that was applied in this study is secondary method. The 

method was applied because it is a statistical process for estimating the relationships
1.-.. M.

among variables. Also, regression analysis would be adopted for modelling and analyzing
1 ' f" •? •

several variables, when the focus is on the relationship between a dependent variable and 

one or more independent variables.
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CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

4.1 Data Presentation

Table 4.1: Responses on Financial Control Mechanisms and Public Fund 
Management
Response Managemen 

t of Publicn

Authorisatio Segregatio 

ofn of Duties

Independenc Informatio Percentag 

e of Audit n & Comm.e of the 

Technology ResponsesFund Transaction

Strongly
Disagreed 12 17 19 14 18 14.3

Disagreed 12 11 10 9 9 9.1
Undecide

7 6 8 12 9 7.5d
Agreed 24 33 22 27 20 22.5
Strongly
Agreed 5657 45 53 50 46.6

Total
112 112 112 112 112 100

Source: Field Survey, 2019

Table 4.1 presents data with respect to financial control mechanisms in terms of

authorization of transaction, segregation of duties, independence of audit, and information

and communication technology, as well as management of public fund in National Judicial

Council, Abuja, Nigeria. It is indicated that, 22.5% (about 23%) of the total respondents 

agreed that financial control mechanisms help in the control of public fund in the National 

Judicial Council, Abuja, of Nigeria, as 46.6% (about 47%) of the respondents strongly 

agreed. 9.1% of them disagreed and 14.3% strongly disagreed. The percentage of those 

that are yet to decide is 7.5% (about8%).
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4.2 Data Analysis and Results 
Table 4.2 Statistics

Management 
of Public 

Fund

Authorisation 
of Transaction

Segregation 
of Duties

Independence 
of Audit

Information 
& Comm. 

Technology
Valid
Missing

112 112 112 112 112N
0 0 0 0 0

Mean
Median

.9107
2.0000

.6964
1.0000

.5357
1.0000

.7143
1.0000

.7768
1.5000

Std.
1.40497 1.615961.46330 1.53886 1.52286Deviation

Minimum
Maximum
Sum

-2.00 -2.00 -2.00 -2.00 -2.00
2.00 2.00 2.002.00 2.00

102.00 80.00 60.00 87.0078.00
Source: Researcher’s Computation, 2019 using SPSS Version 20

Table 4.2 presents a statistics table in relation to public fund management, authorization of

transaction, segregation of duties, independence of audit, and information and

communication technology. Valid observations are 112, and the number of missing

questionnaire is zero. The mean scores are 0.9107, 0.6964, 0.7143, 0.5357, & 0.7768 for

public fund management, authorization of transaction, segregation of duties, independence 

of audit, and information and communication technology respectively. The respective 

median scores are 2.00, 1.00, 1.00, 1.00, & 1.50. The minimum scored is -2, while the 

maximum scored is 2. The respective summations of the variables are 102, 78, 80, 60, & 

87 for public fund management, authorization of transaction, segregation of duties, 

independence of audit, and information and communication technology respectively.

Management of Public FundTable 4.3
Cumulative PercentValid PercentPercentFrequency

10.710.710.712Strongly Disagreed 

Disagreed 
Undecided 

Agreed
Strongly Agreed

21.410.710.712
27.76.36.37

Valid 49.121.421.424
100.050.950.957

100.0100.0112Total
Source: Researcher’s Computation, 2019 using SPSS Version 20
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Table 4.3 presents frequency table on management of public fund in National Judicial 

Council, Abuja, Nigeria. 24 of the respondents representing about 21.4% agreed that 

financial controls affect management of public funds. 57 of them representing about 

50.9% strongly agreed. However, 12 (10.7%) disagreed, as 12 (10.7%) strongly disagreed. 

7 of them representing 6.3% are yet to decide.

Table 4.4 Authorisation of Transaction
Frequency Percent Valid Percent Cumulative Percent

Strongly Disagreed 

Disagreed 

Undecided 

Agreed
Strongly Agreed 

Total

17 15.2 15.2 15.2
9.811 9.8 25.0

6 5.4 30.45.4Valid
29.5 29.5 59.833

100.045 40.2 40.2
100.0 100.0112

Source: Researcher’s Computation, 2019 using SPSS Version 20

Table 4.4 presents frequency table on authorization of transaction in National Judicial

Council, Abuja, Nigeria. 33 of the respondents representing about 29.5% agreed that

authorization of transaction affect management of public funds. 45 of them representing

about 40.2% strongly agreed. However, 11 (9.8%) disagreed, as 17 (15.2%) strongly 

disagreed. 6 of them representing 5.4% are yet to decide.

Segregation of DutiesTable 4.5
Cumulative PercentValid PercentPercentFrequency

17.017.017.019Strongly Disagreed
Disagreed
Undecided

25.98.98.910
33.07.17.18

Valid 19.6 52.719.622Agreed
Strongly Agreed 

Total
100.047.347.353

100.0100.0112
Source: Researcher’s Computation, 2019 using SPSS Version 20
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Table 4.5 presents frequency table on segregation of duties amongst staff in National 

Judicial Council, Abuja, Nigeria. 22 of the respondents representing about 19.6% agreed 

that segregation of duties affect management of public funds. 53 of them representing 

about 47.3% strongly agreed. However, 10 (8.9%) disagreed, as 19 (17.0%) strongly 

disagreed. 8 of them representing 7.1% are yet to decide.

Table 4.6 Independence of Audit
Frequency Percent Valid Percent Cumulative Percent

Strongly Disagreed 
Disagreed 

Undecided 

Agreed
Strongly Agreed 

Total

14 12.5 12.5 12.5
9 8.0 8.0 20.5

10.712 10.7 31.2
Valid

27 24.2 24.2 55.4
50 44.6 44.6 100.0

112 100.0 100.0
Source: Researcher’s Computation, 2019 using SPSS Version 20

Table 4.6 presents frequency table on independence of audit staff in National Judicial

Council, Abuja, Nigeria. 27 of the respondents representing about 24.2% agreed that

independence of audit staff affect management of public funds. 50 of them representing

about 44.6% strongly agreed. However, 9 (8.0%) disagreed, as 14 (12.5%) strongly

disagreed. 12 of them representing 10.7% are yet to decide.

Information & Communication TechnologyTable 4.7
Cumulative PercentValid PercentPercentFrequency

16.116.116.118Strongly Disagreed
Disagreed
Undecided

8.0 24.18.09
32.18.08.09

Valid 50.017.917.920Agreed
Strongly Agreed 

Total

100.050.050.056
100.0100.0112

Source: Researcher’s Computation, 2019 using SPSS Version 20
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Table 4.7 presents frequency table on information and communication technology in 

National Judicial Council, Abuja, Nigeria. 20 of the respondents representing about 17.9% 

agreed that information and communication technology affects management of public

funds. 56 of them representing about 50.0% strongly agreed. However, 9 (8.0%)

disagreed, as 18 (16.1%) strongly disagreed. 9 of them representing 8.0% are yet to

decide.

Table 4.8 Correlations
Independen 
ce of Audit

InformatioSegregatio 
n of 

Duties

Authorisati 
on of

Transaction

Manageme 
nt of Public 

Fund
n &

Comm.
Technolog

y
Managemen 
t of Public 
Fund
Authorisatio 
n of
Transaction
Segregation
of Duties
Independen
ce of Audit
Information
& Comm.
Technology
Managemen
t of Public
Fund
Authorisatio 
n of
Transaction 
Segregation 
of Duties 
Independen 
ce of Audit 
Information 
& Comm. 
Technology

.924 .900.891.9201.000

.942.923.9181.000.920
Pearson
Correlatio .972.9831.000.918.891
n

.9731.000.983.923.924

1.000.973.972.942.900

.000.000.000.000

.000.000.000.000

Sig.(l-
tailed) .000.000.000.000

.000.000.000.000

.000.000.000.000
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Managemen 
t of Public 
Fund
Authorisatio 
n of
Transaction 
Segregation 
of Duties 
Independen 
ce of Audit 
Information 
& Comm. 
Technology

300 300 300 300 300

300 300 300 300 300

N
300 300 300 300 300

300 300 300 300 300

300 300 300 300 300

Source: Researcher’s Computation, 2019 using SPSS Version 20

Table 4.8 is a correlation table on public fund management, authorization of transaction,

segregation of duties, independence of audit, and information and communication

technology. It indicates a strong positive correlation between all the variables. The result

depicts that audit independence is higher, then followed by authorization of transactions,

information and communication technology, and segregation of duties.

Model SummarybTable 4.9
Std. Error of 
the Estimate

Durbin-
Watson

Adjusted R 
Square

Model R SquareR

.956 .29520 .578.957.978a
a. Predictors: (Constant), Information and Communication Technology, 
Authorisation of Transaction, Independence of Audit, Segregation of Duties
b. Dependent Variable: Management of Public Fund

Source: Researcher’s Computation, 2019 using SPSS Version 20

Table 4.9 present the overall association of the variables and the proportion of the public 

fund management that is explained by financial controls in National Judicial Council, 

Abuja, Nigeria. It is evident that about 96% of variation on public fund management in 

National Judicial Council, Abuja, Nigeria can be explained by financial controls in terms
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of authorization of transaction, segregation of duties, independence of audit, and 

information and communication technology.

Table 4.10 ANOVAa
Model Sum of 

Squares
df Mean Square F Sig.

Regression
Residual
Total

.000b209.783
9.325

219.107

4 52.446 601.818
1 107 .087

111
a. Dependent Variable: Management of Public Fund
b. Predictors: (Constant), Information and Communication Technology, Authorisation of 
Transactions, Independence of Audit, Segregation of Duties
Source: Researcher’s Computation, 2019 using SPSS Version 20

Table 4.10 is the ANOVA table. It depicts that the model is fit given by high F-statistics of

601.818 with its corresponding P-value of 0.000.

Coefficients®Table 4.11
Sig. Collinearity

Statistics
Standardized
Coefficients

Unstandardized
Coefficients

Model t

Tolerance VIFBetaStd. ErrorB
6.166 .000.036(Constant) 

Authorisation of 
Transaction 

Segregation of 
Duties
Independence of 
Audit
Information & 
Comm.

.222

.050 2.1852.811 .006.252.086.242

.021 4.485.134 .894.019.127.017

.052 1.2022.855 .004.018.076.217

.031 3.5306.119 .000.696.105.642
Technology

a. Dependent Variable: Management of Public Fund
b. Predictors: (Constant), Information and Communication Technology, Authorisation 

of Transactions, Independence of Audit, Segregation of Duties
Source: Researcher’s Computation, 2019 using SPSS Version 20
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Table 4.11 presents the positive and significant effects of financial controls in terms of 

authorization of transaction, segregation of duties, independence of audit, and information 

and communication technology on management of public fund in National Judicial 

Council, Abuja, Nigeria. This is given by the P-values of 0.006, 0.004, & 0.000 for 

authorization of transaction, independence of audit, and information and communication 

technology respectively. The Variance Inflation Factor (VIF) of 2.185, 4.485, 1.202 & 

3.530 depict absence of autocorrelation.

4.3 Discussion of Findings

It is evident from the above results and analysis that, authorization of transactions is 

positively related to public fund management in the National Judicial Council, Abuja, of 

Nigeria with statistical significance. This implies that, mismanagement of funds in the 

National Judicial Council, Abuja, in Nigeria, is reduced significantly when acquisition of 

any item is strictly authorised by a superior officer in line with the procedures and rules in

the civil service. This finding agrees with the findings in the previous works such as Mrsik

et al (2016); Evans (2016); Wang’ombe and Kibati (2016); and more recently, Ajibolade

and Oboh (2017), and tallies with the theory of agency.

Similarly, a significant positive effect of independence of audit on public fund 

management was found. This means that, mismanagement of public fund in the National 

Judicial Council, Abuja, in Nigeria is reduced if there is strict adherence to the rule of the 

game. This is to say that when audit is independent, abuse of public fund is highly 

minimized. This finding is consistent with the findings in the previous studies such as 

Owechi (2012); Nyanyuki, Okioga, Ojera, Nyabwanga and Nyamwamu (2012); Fasua and 

Osagie (2016); Lagat and Okelo (2016); Prempeh, Twumasi and Kyeremeh (2015). 

Furthermore, a significant positive effect of information and communication technology 

on public fund management was found. This implies that, the use of computer technology
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in the administration and computation of the finances of the National Judicial Council, 

Abuja, in Nigeria, helps in curtailing financial misappropriations. This finding supports 

the earlier findings in the works of AI-Hawatmeh and Al-Hawatmeh (2016); Bello, Ayoib

and Zalina (2017); Rono, Njeru and Kwasira (2017).

Conversely, insignificant positive effect of segregation of duties on public fund

management was found. This means that, although separation of responsibilities of staff in

the National Judicial Council, Abuja, in Nigeria would have reduced financial

mismanagement, but the responsibilities amongst staff are not well segregated. This is to

say some responsibilities are still left with one staff to discharge, thus making it easier for

mismanagement and misappropriation of funds in the National Judicial Council, Abuja.

This finding is in tandem with the findings in the works of Wakiriba, Ngahu and Wagoki

(2014); Onatuyeh and Aniefor (2013); Ejoh and Ejom (2014).
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CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Summary

This study examined the effect of financial control mechanisms in terms of authorization 

of transactions, segregation of duties, independence of audit, and information and 

communication technology on public fund management in National Judicial Council in 

Abuja, Nigeria. The study adopted survey research design. The population of this study 

comprise of all the staff in Accounts and Audit Departments in National Judicial Council 

of Abuja, Nigeria. The population size of the study comprised of one hundred and forty 

(140) staff in Accounts and Audit Departments in National Judicial Council, Abuja, 

Nigeria (National Judicial Council, Abuja 2019). Taro Yamani’s sampling size 

determination was used to arrive at a sample size of one hundred and three (103). Simple

random technique was used for the selection of the sample size of one hundred and three

(103). One hundred and fifteen (115) questionnaires were administered to the sampled 

staff to provide for missing questionnaires, but only one hundred and twelve (112) out of 

the one hundred and fifteen (115) administered were returned and analyzed. Thus only 

three (3) questionnaires were missing from the one hundred and fifteen (115) sampled 

staff in Accounts and Audit Departments in National Judicial Council, Abuja, Nigeria.

The data for this study were collected from primary source. Primary source involved going 

to the field to obtain data from the respondents. The study designed a set of questionnaire 

that captured the various financial control mechanisms in terms of authorization of 

transactions, segregation of duties, independence of audit, and information and 

communication technology. The questionnaire was carefully designed in structured closed 

ended of 5 point like format (Strongly agreed (2), Agreed (1), Undecided (0), Disagreed (- 

1), Strongly Disagreed (-2)), and a few open ended questions to seek the opinion of the 

respondents on some of the key issues.
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The reliability was insured by testing the instruments for the reliability of values (Alpha 

values) as recommended by Cronbach, (1946). Cronbach recommends analysis for Alpha 

values for each variable under study. According to Sekaran 2001 Alpha values for each 

variable under study should not be less than 0.6 for the statements in the instruments to be 

deemed reliable. Consequently, all the statements under each variable were subjected to 

this test and were proven to be above 0.6. The validity of the data collection instruments 

was done with the help of Questionnaires.

Ordinary Least Squares Method of Regression was used with the aid of Statistical Package 

for Social Sciences (SPSS) to determine and analyze the effect of financial control 

mechanisms on management of funds in National Judicial Council in Abuja, Nigeria. 

Furthermore, frequency distribution and percentages (%) were used to know the 

proportion of responses of the respondents in relation to the subject matter. Thus, the 

frequency distribution and percentages (%) guided the study on the percentage of 

responses with respect to a statement. The independent variables were financial control 

mechanisms in terms of authorization of transactions, segregation of duties, independence 

of audit, and information and communication technology, while public fund management 

was the dependent variable. In line with the fulfilment of the regression assumptions, the 

study runs the descriptive statistics to describe the characteristics of the data, as well as 

know the direction of the normality. Furthermore, correlation matrix was run to know the 

individual relationship between the variables, as Variance Inflation Factor (VIF) was used 

for the test of Multicollinearity of the explanatory variables. Test of Heteroskedasticity 

was run for the cross sectional dimension.

It is evident from the regression results that, authorization of transactions is positively 

related to public fund management in the National Judicial Council of Abuja, Nigeria with 

statistical significance. This implies that, mismanagement of funds in the National Judicial
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Council in Abuja, Nigeria, is reduced significantly when acquisition of any item is strictly 

authorised by a superior officer in line with the procedures and rules in the civil service. 

Similarly, a significant positive effect of independence of audit on public fund 

management was found. This means that, mismanagement of public fund in the National 

Judicial Council in Abuja, Nigeria is reduced if there is strict adherence to the rule of the 

game. This is to say that when audit is independent, abuse of public fund is highly 

minimized. Furthermore, a significant positive effect of information and communication 

technology on public fund management was found. This implies that, the use of computer 

technology in the administration and computation of the finances of the National Judicial 

Council in Abuja, Nigeria, helps in curtailing financial misappropriations. Conversely, 

insignificant positive effect of segregation of duties on public fund management was 

found. This means that, although separation of responsibilities of staff in the National 

Judicial Council in Abuja, Nigeria would have reduced financial mismanagement, but the 

responsibilities amongst staff are not well segregated. This is to say some responsibilities 

are still left with one staff to discharge, thus making it easier for mismanagement and

misappropriation of funds in the National Judicial Council, Abuja, Nigeria.

5.2 Conclusion

Based on the findings of the study, it is concluded that, mismanagement of funds in the 

National Judicial Council of Abuja in Nigeria, is highly controlled when all assets and 

expenditures are authorised before any payments are made. This is to say that, purchases 

of any kind must be supported by written authorization to be legal. Thus any purchase that 

is not supported by legal document is voidable and tantamount to litigation.

It is also concluded that, independence of audit reduces financial mismanagement in the 

National Judicial Council of Abuja, Nigeria. Furthermore, the study concludes that, use of 

computer technology greatly helps in financial mismanagement. However, the study
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concludes that, separation of responsibility amongst the staff of the National Judicial 

Council Abuja, Nigeria would have enhanced financial management of the National 

Judicial Council Abuja, Nigeria, but the National Judicial Council Abuja, Nigeria has not 

been separating its staff such that no one person does the work alone. It is therefore 

broadly concluded that, internal financial control mechanisms help in reducing fund 

mismanagement in the National Judicial Council of Abuja, in Nigeria.

5.3 Recommendations

In the light of the above findings and conclusions, the following recommendations are

made:

National Judicial Council of Abuja, Nigeria should make concerted efforts to ensure that,

all transactions are authorised before any payment is made. This is to say that, all

expenditures in the National Judicial Council, Abuja, Nigeria must be supported with

written documents for authentication.

National Judicial Council of Abuja, Nigeria should ensure that due processes are strictly 

adhered to. This is to say that, the audit should be independent such that adherence to the 

rules and procedures are complied with.

National Judicial Council Abuja, in Nigeria should insist on the use of computers. They 

should install accounting soft wares that can easily facilitate financial computations. 

Preparation of responsibilities among the staff members of the National Judicial Council 

Abuja in Nigeria should be insisted. This will go a long way to reducing financial 

mismanagement and misappropriation, since no one person will be tasked on a job from 

beginning to the end.
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APPENDIX A: QUESTIONNAIRE

Nasarawa State University, 

Keffi,

Nasarawa State.

Dear Respondent,

Request for the Completion of Questionnaire

I am an M.Sc. student of the above named institution. I am carrying out a research work 

on the topic “effect of internal financial control mechanism on management of funds in 

National Judicial Council Abuja, Nigeria”. To ensure the success of this research, your

assistance is needed in filling out this questionnaire.

Please note that all information provided will be treated with strict confidentiality and for

the research purpose only.

Thank you for your much anticipated co-operation.

Yours faithfully,

v

AKWE, Kennedy Anyapa John 

NSU/GDM/FAA/0035/16/17
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SECTION A
INSTRUCTIONS: Please indicate your response to the following questions by ticking 

the appropriate box.

1. Please indicate your age distribution of respondents 

a) 20-30 years

b) 31 -40 years

c) 41-50 years

d) 51- and above

2. Please indicate your Gender 
a) Male

b) Female

3. Please indicate your educational qualification

a) OND/HND

b) B.Sc

c) M.Sc

d) Ph.D

4. Please indicate your working experience served in this organization

a) Less than 2 years

b) 2-5 years

c) 6-10 years

d) Over 10 years
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Please indicate the degree to which you agree or disagree with the under-listed statements 

by ticking 0 the appropriate number against each statement on the basis of the following 

scale:

1= Strongly Disagree 2= Disagree 3= Slightly Agree 4=Agree5= Strongly Agree.

Level of Agreement
Strongly
Agree

Agree Slightly
Agree

Strongly
Disagree

Disagree

Authorization of Transaction
The purchase of goods and services is
requested by one person and approved by 
another

1

2 At least two signatories are required on all 
checks greater than a certain amount.

3 There is proper use of budget is a form of 
authorization

4 Individuals below a certain level are not 
allowed to handle cash
Segregation of duties

5 Responsibility for execution of transactions 
(payment) is separated from responsibility 
of authorization of transactions (approval)

6 The responsibility for receiving 
cash/cheques (receiving cashier) and the 
responsibility for making payments are 
carried out by different personnel
The duty for loan recovery is separated 
from the duty
for ageing of loan and classifying loans as 
bad debts

7

The officer who prepares assets accounts is 
separate
from the officer who keeps custody of 
assets _
The officer who prepares an account is 
separate from
the officer who reconciles the account____
The responsibility for cheque writing is 
separate from the responsibility for
procurement__________ _____________
Independent audit______________
Checks and balances are put in place to 
ensure proper internal financial control____
Internal Auditors must approve all forms of

8

9

10

11

12
payment
The Internal Auditors have the power to 
report any unauthorized or inappropriate

13

payment
internal financial control procedures are set
up to ensure that receipts and disbursement 
of public funds and property are justly, 
validly and essentially earned out ______

14
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Leve of Agreement
Strongly
Agree

Strongly
Disagree

Agree Slightly
Agree

Disagree

Information and Communication 
Technology
ICT tools and techniques are used to test 
control within payroll application

15

ICT tools and techniques improve Quality 
of internal financial control

16

I use ICT tools and techniques to carry out 
transaction

17

18 ICT tools and techniques are used as a form 
of segregation of duties
Management of Funds

19 Generally Auditors have been expressing an 
‘unqualified opinion’ on the financial 
statements and books of accounts prepared 
in National Judicial Council Abuja, Nigeria, 
over the last three years
Financial reports are effective in this public 
Organization (NJC) in terms of accuracy, 
timeliness and decision making

20

Budget management is satisfactory in this 
public Organization (NJC) with a high 
level of satisfaction in the approval of 
budgets on yearly basis _

21

There is high level of satisfaction in 
Government’s investment in National Judicial 
Council Abuja, Nigeria._______________

22
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