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ABSTRACT 

This study was centered on internal control practices and the performance of Steel and Tube. The 

study was guided by three specific objectives that · is to examine how control environment 

influences. the performance of .Steel and Tube limited, to examine how segregation of duties 

affect the performance of Steel and Tube limited · and to ascertain how information and 

communication affects the performance of Steel and Tube limited 

A cross sectional research design was used for the study. This is because data was collected at a 

single point in time. This research design was employed in order to answer the research 

questions of the study~ The sample size was.114 selected basirig on Krejcie and Morgan (1970) 

which is an efficient method for obtaining a representative sample. Data was collected using 

questionnaires and interview guide. 

The study Tevealed that internal control practices together with its component of control 

environment, segregation of duties and information and communication have a direct bearing on 

performance of the organisation. The study indicated that control environment account for 71.1 % 

variation in perfmmance, Segregation of duties account for 63 .5% variation in performance 

followed by" information and cornmui1ication which account for 65.8% variation in performance, 

respectively. 

The study recommends that the management should evaluate the controls environment in which 

it operates and should .ensure. that there is proper segregation of duties and that should use 

information and communication· since they contribute greatly towards the performance of the 

organization. It can therefore be concluded that mere 1s significant relation between internal 

controls and performance. 

xi. 



1.0 Introduction 

CHAPTER ONE 

INTRODUCTION 

This chapter has information in relation to the beginning of the research study. The main reasons 

for carrying out this research are summarized in this chapter. The chapter has information in 

relation to the background of the. research study, statement of the problem, research objectives, 

and research questions, scope of the study and justification of the research study. Through these 

subsections of the chapter, the study highlighted the reasons for carrying out the research study 

and What to do in.the course of conducting this study. Tliis study was centered on internal control 

practices and the perfonnahce ofSteeI a:nd Tubelnd1tstries Limited. Internal control practices are 

the independent variable and perforn1ance is the dependent variable. 

1.1 Background to 'the study 

Various authors (Marcia 2006; Leva:ssem',2002 an~ Forest, 2002), have discovered that internal 

controls in an organization play a great pa1i in influencing the organisational performance. 

Conversely, Vullabhaneni (2002) argues; that the existence of internal controls is meaningless to 

the organization if they are not operational ·or strong. · International Accounting Standard (IAS) 

315, defines internal control system as· the process designed and effected by those charged with 

governance, management, and · other personnel to provide reasonable assurance about the 

achievement of the entity's objectives with regard to reliability of financial reporting, 

effectiveness and efficiency of operations and compliance with applicable · 1aws and regulation 

(Soke and Izza, 2009). Thl.1s internal controls fa. designed and implemented to address identified 

business risks that threaten the achievement of any of these objectives. 
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According to Pike !l.Ild Neale (2005), the perforffiance of an organisation is measured in terms of 

operational efficiency and effectiveness. In the early 1950s, internal accounting control 

assessmentwas largely limited to external accountants' need to determine the scope of detailed 

tests. Strong internal )1ccou11ting .contr0Cmeant fewer substantive tests (Chan et al. 2008). Early 
. . ;~ . . . ·· · .. - .. · . . . . ' , .· 

in the 1970s the internal control co~cept was enlarged to include administrative controls since 

boards of directors were interested in the overall company performance. Reports on internal 

control structures provide the board with information regarding the efficiency and effectiveness 

of their company's operations (Hotngrenand Sundem, 2009) .. 

Lack of sound internal controls to enhance the performance of an organisation is a global 

problem. Every year, companies collapse as a result of weak internal control systems in place 

(Scope, 2005). I{owev(;!r · businessescwhic}l ar~ most .. succ;essfyl are depending on · how they 
' .. ··.• . . 

manage their inteIT1atcontrols in place·. Jhe c~llapse of many companies . are various and vast 

most especially in developing countries. 

. - . ' . 

Poor internal coritrol . is • regarded as the priinar~ reason why many companies collapse. Internal 

control, financial reporting and organizationaLperformance have receive.d increased attention 

especially since the Treadway Commission (1987) identified the tone set by senior management 

as the most important factor contributing to the integrity of the financial reporting process and 

performance. 
. ·· · . 
. ··' ... : 

.,_:: 

Gari yo (2009) asserts that poor financial performance vary from weak internal controls, lack of 

experienced manpower, high rates of fraud, high levels of political uncertainty and poor 

. ·:·; .. · . .. 
~ · . .. · .. >: 



understanding of economic environment in which business operates. All these factors decrease 

the competitiveness of a company in a market. However, one problem seems to be at the tip of 

the iceberg; performance. of an. org~nisatfon; 

Steel and Tube Ltd is a manufacturing company dealing in building materials. The company was 

established way back in 2001, as a partnership company and later transformed into a limited 

liability enterprise. With the above estahlishnient, this provides how experienced the company is 

in the field of building h1aterialssectifity system service provision (Mutyaba, 2012). 

Steel and Tube limited has and is still in operation for more than 12 years, proving to her clients, 

as they normally refer to 'itas the best a:hd one. of the leading manufacturer and distributor of 

building materialsiri Uganda and East Afric'a jn general. By extending high quality services to its 

customers, the company is privileged and honored to serve a variety of institutions such as; 

banks, hotels, factories, homes, schools, hospitals, factories, police, army and apartments among 

others. 

Since the incorporation of Steel and Ttibe as a limited liability company, the compai1y has failed 

to attain the desired performance targets. From 2007 to 2012, the organization has been 

reg1stering unfavorable perfonnance variance between the target and actual results. In 2007 /2008 

it registered a percentage deviation of 125%,;in,2008/2009 it was 10.99%, 3.26% in 2009/2010, 

3.67% in 2010/11 and 18.74% in 2011/2012 (Financial Perfom1ance Plan of Steel and Tube, 

2011/2012).Thismeans what is planned is different from the actual results. 
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Despite the apparent importaiice .of the · iritetrial control, little empirical research has been 

conducted to investigate the relationship between the internal control practices and the 

performance of an .organisation. Therefore, this research was conducted to determine whether 

there · is •a: relationship betWeen the internal. controls and performance of an organisation. The 

specific controls irt this study were control environment; segregation of duties and information 

and communication. 

1.2 Statement of the problem 

Internal controls are instituted in organizations purposely to ensure that the business of the 

organisation is run in an orderly manner, to safeguard assets against misuse, to ensure reliable 

·reports which are the main· source· ofinforinationfor. decision making processes and to ensure 

that the organization's .personnelare ·effe.ctivelv utilized. To register operational efficiency and 

effectiveness; Steel and Tube Industries Limited introduced internal control practices as one way 

of boosting its performance. 

However, .Steel · and Tube .lndli:stries Limited. has been· registering unfavorable performance 

variance between the target' arid achfal results . (Firiaricial Perfortnance Plan of Steel and Tube 

Industries Limited, 2011/2012). This means that what is planned is different from the actual 

results. Despite the importance of the internal control, little empirical research has been 

conducted to inve~tjgate ·why unfavorable performance variance is persistent. Therefore, this 

research was conducted to detetrnine whethel' there· is a relationship between the internal controls 

and perfo1mance of an organization in order to fill the knowledge gap~ 
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l.3Purpose ofthestudr 

The purpose of the study was to examine how internal control practices affect the performance of 

Steel and Tube Industries Limited. 

1.4 Objectives ofthe .. Research 

i. To examine the influence of coritrol environment on performance of Steel and Tube 

limited. 

1i. To examine the effect of segregation of duties on performance of Steel and Tube limited 

ui. To ascertain the effeet ·of infoimation :and corhmuo:icatfon on performance of Steel and 

Tube limited 

1.5 Research questions 

i. What. is the influence of cbiltrol environment on performance of Steel and Tube 

Industries Limited? 

1i. How does segregation of duties affect the performance Steel and Tube Industries 

Limited? 

ni; How .has jnformation and cdmnlliriicatfon ·influenced the performance Steel and Tube 

Industries Limited? 

1.6 Significance of the. study 

This study intends to help the policy makers Sl!ch as Ministry. of Finance Planning and Economic 

development on the importance of internal .controls systems and t.he performance of an 

organization. 
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The study will further .enable managers to assess and evaluate the strengths and weakness in the 

internal controlsy~t¢m;s in place and find ways of strengthening the controls in place. 

The study will also help future researchers and academicians in gaining insight about internal 

controls systems used in prganization and how they affect its performance. 

1. 7 Scope of the study 

1.7.1 Subject Scope 

The study was centered . on . iriternalcontrol •systems . and the performance of an Ori?;anisation. 

Internal controls is the independent ;·Y.afiable and the ·study focused on; control environment, 

segregation of duties and information and communication. This independent variable influences 

the performance (dependent variable) which is indicated by the level of operational efficiency 

and effoc;_tiveness. 

1. 7 .2 Geographical Scope 

The study was carried out at Steel and Tube Industries Limited Headquarters, Nakawa Division 

in Kampala. 

1.7.3 Period Scope 

The study focused on aperiod of 6 months running from April 2013- September 2013. 
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1.8 Definition of terms 

Internal controlsvstems is themeans by which management obtains the information, protection 

and the . control for ;the successful Operation oFan .eriterpi:ise . and thus internal controls can be 

financial control and non-financial controls, Those financial controls are control over 

organizational cash receipts, cash payments, organization's operations in terms of leasing of 

funds; the management ofreceivables,and payables. Non-financial controls are controls over the 

organization's personnel s~dionand ifoperation; laid dowri: poliCe and procedure which must be 

followed, and use of non cash assets like fixed assets. 

Performance: · Performance of an organization is measured in terms of meeting the pre-set 

perfoi:mance . targets or standards :{Forest, ; 2002). Fof the purpose of this study, performance 

refers to being efficient and effective in.the operation of the business of an organisation. 

7 



CH,APTERTWO 

LITERATURE REVIEW 

2.llntroduction 

This section details the .review of related.literature of the .concepts whi~h were derived from the 

objectives of the study. It assessed the studies that have been undertaken on internal control 

systems in relation to the identified variables to good perfonnance. It presents a theoretical 

review and defines and describes the concepts and presents the linkage between them using a 

conceptual·· framework. 

2.2 Theoretical review 

The study employed the Principal-Agent theory to explain how internal controls affect the 

financial performance of organization (Scope, 2005). P.rirtcipci.1-agency theoty (PAT) is one 
. . 

modeling technique that assumes a relationship · in which the age11t has an informational 

advantage over the principal and takes actions that impact both the principal and the agent 

payoffs. The principal . has the fom1al authority, but in PAT, the attention is on a particular form 

of formal authority: the authorityfo m~poseiricentives~.ort -fhe agent. However, inmost cases the 

agents act in their best interests rather than in interest of the principal there by causing the 

agency problem. 

The theory is applicable to this st11dy 9ecause .internal control is one of many mechanisms used 

in business to address. the agency problem. The Sarbanes-Oxley Act of 2002 (SOX) requires 

companies to report on the effectiveness of their internal controls over financial reporting as part 

of an overall effort to restore integrity to the financial reporting process and performance 
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(Morris, 2011 ). Studies have . shown that inte111aLcontrol reduces agency .costs (Abdel-khalik 

1993; Barefield er al. 1993), with some even arguing that firms have an economic incentive to 

report on internal control, even without the requirements of SOX (Deumes and Knechel 2008). 

Their argument assumes that providing this additional infmmation to the principal (shareholder) 

about the • behaviour- .ofthe agent (managemept) reduces · information asymmetry and lowers 

investor risk and, therefore, the cost of equity capitaLOther tesearch has found that weaknesses 

in internal controls are associated with increased levels of earnings management (Chan et al. 

2008; Ashbaugh et al. 2008). Earnings management is the agency problem that motivated SOX 

legislation in thefirstplace, specificaJly earnmgS'manipµl'J,tionby Enron, WorldCom, etc. 

Internal controls have played a major role in moderating the agency problem in corporations for 

many . years .. Accordingly, Samson et al. (2006) document several internal control procedures 

used by Altimore and Ohio Railroad a:s .early a:s 1831. · Duritig the .1980s, several high-profile 

audit failures led to creatioi1 of the Committee . of Sponsoring Organizations of the · Treadway 

Commission (COSO), organized for the purpose ofredefining internal control and the criteria for 

determining the effectiveness of an internal control system (Simmons 1997). They studied the 

causal factors thatcati lead. to frandulent fii1ancia:l reporting and poor performance and developed 

recommendations for public compa,Ilies., independent auditors, educational institutions, the 

Securities Exchange Commission (SEC), and other regulators (COSO 1985). The product of 

their work is known as the COSO Internal Control-Integrated Framework (Simmons 1997). The 

framewoi·k also points out that conh'ols are most effective when they are "built into" the entity's 

infrastructure (COSd 1992,). anc:l further states . that · ''built ·in· controls support quality and 
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empowe1ment initiatives, avoid unnecessary costs and enable quick response to changing 

conditions" (COSO 1992). 

At the turn of the century, another. group of corporate scandals resulted in enactment of the 

Sarbanes-Oxley Act of 2002 (SOX) which, among other things, requires a formal report on the 

effectiveness of internal controls (Marcia 2006). The COSO framework plays a key role in 

compliance because Section404 ofthe Act requires companies to include in their annual report, 

a separate manageme1K rep01i on the .companf's internal control ove1~ financial reporting and an 

attestation report issued by a registered public accounting firm. 

Morris. (2011) separatesinternal controls.'info those that are general (entity-wide) controls from 

those that are specific (account,.levd) controls. He believes that if management was overriding 

control features in order to manage earnings, then one would expect to find more Internal 

Control Weaknesses related to general controls, even if the specific controls are effective. This 

type of behaviour should be uncovered· during the auditprocess. since this is a:n area of concern 

specifically identified in Auditing Standatd No. 5,.Pai·agraph 24; which states that "entity-level 

controls include controls over management override." On the other hand Levasseur (2002) says a 

stronger argtiment could be made that if general controls are · in place and working, then one 

would expect to finci 'less Iriteinal Control Weaknesses related to general controls. 

Whittington and Parry (2001 ), attempt to · explain the meaning, · significance of Internal Controls, 

and the Components of a Company's internal controls. They also attempt to explain the 

relevancy of internal :controls in large scale business organizations as process effected by the 

entity's board of ·directors, management and other. personnel, designed to provide reasonable 
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assurance regarding the achievement of objectives in the following categories; reliability of 

financial reporting, effectiveness and efficiency of operations, and compliance with applicable 

laws and regulations: Horngrenand Sundem.(2009) emphasize that internal controls is a process 

and riot an end in or of itself. They · note. that internal controls provide reasonable but not absolute 

assurance about the attainment of ari entity's objectives. Gupta (2001) also acknowledges that 

internal controls can only provide reasonable assurance that management objectives will be 

achieved. 

This is basically due to the inherent limitations of internal controls In the Executive Summary of 

"Enterprise Risk Management-Integrated Framework" 2004 by the Committee of Sponsoring 

Orgariizations · (COSO; 2004), of .the .Treadway Commission, Internal controls have been 

incorporated into policies; rules and regulations to help organizations achieve their established 

objectives. This is in line with Pany, Gupta and Hayes (2001), assertion that internal controls are 

meant to help an organization achieve its objectives. The COSO commission was partly 

i11stituted in response to a seri.es of high, profile scandals and·. business failures where stakeholders 

suffered tremendous losses .. thjs study however differs in'-that it is done for an organisation that 

is not ailing though there are reported incidences of scandals and financial misfeasance. The end 

results should therefore aid the preventive mechanism rather than being reactionary. Entities 

exist to provide value to its stakeholders but are normally face .with uncertainty. 
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2.3 Conceptual frame work 

The link between internal control system and Performance is illustrated in the diagram below 

lndependenfVariablC Dependent Variable 

Performance 
Internal controls 

• Mitigation of fraud 
• Control environment 

• Reduced errors and mistakes 
• Segregation ofduties 

• Sales volume 
• Information and communication 

Madera.ting Variables 

• Policies and:procedures 
• Compliance with applicable 

laws (Accountant Act) 

• Company management 
• Accuracy and reliability of 

financial reporting 

(Source: Adopted from tbe Ainin, .2005~ and.ihodified by the researcher) 

The major variables of this study were internal control systems (independent variable) and 

performance (dependent variable). The focus of this study was the manufacturing industry which 

in recent years has been characterized by series of high profile scandals and business failures in 

which stakeholders . have suffered . tremendous · losses. Thus, the researcher operationalized 

internal control systems in terms of control environment, segregation of duties, information and 

communication. It should be emphasized at this juncture that there are other criteria or variables 
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that niay be used to measure p_erf()mu;nce such. as compliance with applicable laws such as 

Accountant Act, C()ri:lpany manage1nent, iccut~cy a~d reliability of · financial repqrting and 

compliance with the existing accounting policies and procedures. These moderating variables 

were held c.ol1stant and in order to come up with a clear picture of how internal controls 

influences the perfortv.~ce of an organisation, .•. 
. ··:..:·.- ·.'·>.(.· •' · .. ... · .. ·· 

' · .. .. ·, ~ . . ' ·. ~ · - . 

Performance in this . study was m~as.ure<;i "in terin~ . of financial profitability, fraud mitigation, 
. . . 

reduced errors and mistakes and improved sales volume. 

2.4 Contr~l e~vironmen(and. the 
0

p~rfor1Ilan~e of an organj,zation 
.· .... ·. · ... :,· ,•. . . .··· ·. 

Horngren and Sund¢m ;(2009) . assert thaf° con#oF environment is one . of five internal control 

components that provide reasonable assurance about reliable financial reporting and the 

performance of an organisation .. Furthermore, Marcia (2006) identifies the control environment 

as the foundation· for all other corrip~)Ile,nts of internal control and thus has a direct bearing on the 
' . . . '· . '.. . ' . ; . . . . ·. -~ ; . . 

performance of an organization in t~1ms 6ffraud mitigation, profitability level, level of mistakes 

and errors committed by staff. 

Despite the apparenfin!por:tance:pfthe ,coritrol-en~irbnment :as an internal control component, 
. • • t,· • • • • • • . • • • • ·~· :· • 

little empirical re~ear~h - has been: con.ducted to · investig~te the relationship between the control 

environment _and the performance . of an organisation. Therefore, this research was conducted to 

determine whether there is a relationship between the control environment and performance of 

an organisation., The· specifi;c. cohtrot eri.vjron:ment .· cmnponent of interest in this study was 
. <. < .. -~- .· .. ·- ·, . ~ 

management's integrity> The foctis o~ management; s integrity is s~pported by Morris' (2011) 

belief that "the effectiveness of internal controls cannot rise above the integrity and ethical 

i3 



,, 
'•, 

values of the people who create, administer, and monitor them. Integrity and ethical values are 
' ' 

essential elements> of 'the ' control' ,· en~ifonm~ht, ' ', affecting the ' design, administration and 

monitoring of otheririternal control coinpp,nents? ••. .. ··. · 
. . .· . . · . . .· ···. . 

According to Gupta, (2001) poor internal control is regarded as the primary reason why fraud 

occurs. Inten1al, control and financial reporting have received increased attention especially since 

the Treadway CoiJ:linissioJ:l: Dytimes aµd Kpechel .(2008) assert that the tone set by senior 
. . : : . . 

management as the most importaµt Ket~tor: ~onfribuHiigto the integrity of t1le · financial reporting 

process. Whittington and Pany (2001) indicate that COSO (1992a) furthered the Treadway 

Commission's effmis by developing the Internal Control - Integrated Framework and by 

includin~ , the integrity of .~fuplo~e~itas · f ~c?~pqile1.1(of_intemal. control. An interesting point to 
. -. . :·, 

note is that the COSQ fra~ework wa.s dev~lope&primarily from the input of business executives, 

as opposed to empirical research. 

Basu · (2002} says that mariagetjien(s · attirude . towci.rd internal c.ontrol is significant when 
.. :·· .. .. .. . 

accountants are asked to evaluatethe . ~0I1!r61 · e~~fr~nn1entof an or~anization. A more imp01iant 

issue, however, is whether these internal control factors are actually related to misrepresented 

financial information. Jn summary, Scope (2005) fairly reported financial information is of 

paramount importa:nc~; :however; fin~iicialacc(jliritants often feel pressure to misstate financial 

statements. Morgan {io 10) says t~at new :C;lirdit stand~dsindicate that the C'ontrol environment is 

an imp01iant'elell1ent of internal control and, therefore, can minimize the risk of fraud and help 

the organization to register the desired performance standards. 

. , · · .. ' · . . •. ~ 

.. · .. · .: . . " ' 
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. . . . :. ~ . : . ,, .. ' : . . ~ . ' 
: .·. '. .. ,,:·, 

Accountants employed by large c;ompanies will . perceive managers in their organizations to 

emphasize integrity differently than accountants employed by small companies. Whittington and 

Pany (2001) .indiqafe tpat SA~_ ':Nq. ]8 n~corrt~efl.ds tha~ internal control components be 
: . . · .•' 

.:;'' , . , ·· · · , 

considered in the. context ~fan orga!lizatibn' ~ o\Vne:rsh.ip· char~~t~r~stics. 'Since public companies 
• · • • . • . · • i . . · ' . • 

depend on the earnings . of .the . org~i:z:ation, employees may be pressured to report increased 

earnings to increase the value of the stock. On the other hand, Chan et al. (2008), says private 

companies are accortnta.bleto theit private owners. As.• a result, ~mployees may not be pressured 
. . . . . .. . .. . . . . 

to report increased earnii1gs sin~~ ~o do so . ~~~ld r~sult l.ri hlgher taxes. 

2.5 Segregation of duties and .the performance of an organization 
. . . . ' . .. 

One area whete many. cqmpanies: ~an 'significantly strengthen their internal controls involves . . . . -- -:'·. ' • . . . . . 

segregation of dutypoliCies and this. is often considered the . ;,prima~y inte~al control." It is 

imperative that there are adequate segregation of duties involving custody, authorization and 

control of financial documents and records (Vullabhaneni, 2002). For instance, one person 

should not have the sofo . authority-: to)nit1atea)~ansaction,: authorize or approve. a transaction 
,.::-. . ,_:-

and complete the fransactio~ without . ap'pr9priate .. sign ~ff processes and differing levels of 

management approval (Soke and Izza, 2009). The lack of proper segregation of duty policies 

is most often the rOot cause of many fr11ud and theft events in companies without strong 

internal controls in this· area this affects adversely the ·finai1cfal performance. However, what 
. . . . .. .. : ·: · :·; ' ... ' . , • . .. 

Soke and Izza (2009) missed but \Vas_ that .,segregation of duties may help much the 

organization to improve its financial position if people have no right skill to perform. Many 

organizations 'continue to have a problem of financial difficult yet there is proper segregation 

. :·".':··. · .. · . 

. . , ,'•:_. . , 

· ·. :,_ · 

. .... . 

,: .. " 

. . . ,·· 
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... . .. 

of duties. Therefore, this is whatihe·§tuct'y ilitende~ tcrput right in order to .·fill the knowledge 

gap. 

There have been so :In.any examples :ofcollapse of fuaT1)' du~ to fraud committed directly as a 
.. -.... ·, ~· : . 

result of a company's f~ilure to s~~r~gate dutiesth~t it's not ~e~essary to foc~s s~lely on one 

(Scope, 2005). Rather, it's important to examine the common themes which contribute to 

these frauds. Generally, the fraud usually occurs in a finance area because of lack of; involves 
. . ... 

someone with unsupervised contrb; over C,()Ihparj_y funds and documents . (cheques) and access 

to banking accounts for deposits arid ~ithdra\:Vs; there is no ·segregation of duties and the 

fraud occurs in companies with lax internal controls which in turn leads to poor financial 
. . 

performa?-c~ (Gariyo, 2po'9) .. So, .fo.r · example a bookkeeper is able to write a cheque to 

himself without w~~yipg about being detected: .· 

' • .· 

To improve the performance, duties should always be segregated amongst multiple 

employees. This usually means that there are multiple employees involved in the financial 

process with oveisight at . severalpl~c:es i11 . th~ :proc~s~ (Marcia 2006). This ensures that one 
, . . 

employee cannot irtanipulate the ent!re process. b~c:ause there is effective financial reporting 

and this increases awareness amongst employees that someone is not only looking, but 

conducting rai-idom ·audits to reconc:ile finalicial transactions (Ryan et al, 2004). Cheque stock 
· -,. 

_should be controlled. arid secured, second~ry : 'levels of . management . approval . and dual 

signatures on, cheques and payment' atithorization> oh · amounts over pre-established financial 

levels should be required so as to boost effective financial performance (Chai1 et al. 2008). 

Further, all employye should have individ~ial financial transactional levels established which 
. : ~ : . . .... : .. · .. :: . 

· .... , . 
. ::·, . · ... 
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. . ·. :· · 

vary according to theh~ inan~gerrient'levels; o_: jJosjtion of authority, business unit needs and 

ability to obligate the business to a financial coinmitmerit". 

. . : . ·. 

Cheques ate not the only area of concern. The same type of internal controls should be in 
. ·. ·:. 

·., , . 

place for company credit cards ai-id ~l~ct~onic p_aynie~t tools (V~liabhaneni, 2002). It would 

be just as easy . foi one- employee\ witl.t: complete reiponsibility f~r accol.ints payable to 

fraudulently wire money outside the company or establish fraudulent electronic payments 

without the proper level of oversig~t and control. S~gregation of duties in this area would also 

prevent an employ~e fr6m cre~ting ,;pharitorii'; vendor accounts, false invoices and making 
. . . ,: . . ' ·, . . ' 

payments against those inv~ices without additional verifications in. place. From the foregoing 

therefore, it should be argued that internal controls lead to effective financial accountability of 

funds. 

2.6 Information and communication aI1d.finaJ\cia1 performance 

One way to strengthen internal controls is by improving the communication process (Folks, 

2006). There have been numerous occasions where key stakeholders are unaware of major events 
. . .... ·:.~·: . ' 

occuning within .a corporatiOh or business linit. Jhis is problematic as there is no opportunity for . . ', .•· ·: .· . ·:. .. .. ., . •, . 

management to fix'· something th~t they are un~ware is broken (Collins, 2007). Regular 

interaction and communication between departments is paramount to enhance effective financial 

performance in this process~ 
.· ·. · .. ·; 

According to' Homgren and Sundem (2009) internal control systems are intended to maximum 

degree of accuracy and uniformity in preparation of all financial records or otherwise. Accurate 

. ··, 
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.. . . . 

records can 11elp to provide infoim~tion on how the transactions are conducted and timely . .. . '" .. · ··. •' .· . . . 

reporting provided inforin:atio~ that is necessary: to take remedial action and thus felicitates the 
. . . . ' . . . . . 

enhancement of fin~ci~l performance in ~rganizations (Ryan et al, 2004). Communication 

protocols mµst be . e~tablished and agreed upon enterprise wide. Critical incident event 

distribution notification processes and procedures J)lUSt be in place to ensure everyone is aware 

of an incident and µnderstands what their:d~fided roles are when the incident occurs. 

Information systems relevant to financial reporting objectives includes the accounting systems 

and consists of the procequres AAd r .ecor.ds: establish~d ~o initiate, record, process, and report 

entity transactions ({;ls well as events ahd conditions) and .. to maintain good financial performance 

for the related assets, liabilities, and equity (Foulks; 2006). For example, a small company with 

active involvement by the : owner and a simple computerized accounting system involving 

primary and honest.:. competent a~coµntant may provide an adequate accounting information 

system. A larger company requires a more complex system that includes carefully defined 

responsibilities and written procedures (Alvin and Lbebbecke, 1997). 

. . 

Good reporting iri focal ' governn1~nts fa ~lso seen. as essential. UNCDF (2006) mentions that 

information on l.ocal . government · activit!es . '4id ~esources (inputs, planning, · budgeting, 
. . .. . . ' '.· . 

expenditure, etc) is essential in informing local constituents and encouraging meaningful public 

participation in political . processes while at the central level, essential for monitoring and 

supervising local activities fundecfby cent~al sources; For proper reporting on accountability by 
... . . . ·. . .. -. . . . . : . 

public institutions, . tl1e ~ iJ11portance o'f keepfo~ ·proper records is. emphasized. Marlize (2000) 
. ··.· . . ·:·. . . . . . 

- ·: . . ·. ·. . . . .. . . 

however observes that organizations and governinents rarely see the connection between records 

. . . ' 18 ·. ,' . . .. 
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management and . prevention of com1ption, fraud and maladministration. He observes that good 

records management support firt~cial management and ensures the public sectors' ability to 

function effectively b; :providin~ tl()cum~ntary ; evidence to assist in ensuring good financial 

performance. 

Management.alsq needs .a controLsystem that generates reliable information for decision making 
" . . . ' . . . ~: •' . 
. ·· .. ' . . .· ··. ·. . . . . 

(Soke and Izza, 2009). If the · i11form~tion system does not generate reliable information, . . . ~ .. . 

management may ~~ ·unable to make · informed decisions about issues such as product pricing, 
.: ... .. : 

cost of production, and profit inf~~mation. · Ma~agemeht thus has numerous incentives for 

establishing .and maintaining strong system of internal controls (William, 2000).Despite the 
. . : . - ' 

. . . . . . 

benefits mentioned apove ~anagfanent is often unwilling to implement an ideal system of 

internal controls because tlie cost~ may ~e :t~ohigh (Alvin and Loebbecke, 1997). It should be 

noted that internal controls . can never be regarded as completely effective regardless of the care 

. followed int~eir design and imple:qientati.011 .. 

Devon (2006) noted that in any , accounting ~ystem, it is essential that maximum degree of . . . .. ·,,· ·. .. . . . ... . ·. . 
·. .. . . ': . . . 

accuracy and unifomiity are · attained in preparation of all financial records which is an integral 

part of internal 'control systems. Accurate records can help to provide infom1ation on how the 
. ·. . . ...... ... .. ·, 

' ' 

transacti~ns are conducted and tiinely reporting . provided. information that is necessary to take 
.· . ·· .. . . ·· . ·, . 

remedial action andthus felicitatestl~e~ e'riliancement of financial performance in public sector 

organizations. Devon (2006) further expressed that to . ensure good financial performance in 

organizations; the internal cqntrol. systems adopted shoµld ensure that it provided a departmental 
. . . . i . . 

wide policy for pr~paration ~d,; submission of a s~ries of integrated financial reports and 

statements pe1tairiing to the cun-ent st11tus · of funds and accounts wi.th adequate source 
· . . ; • 
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documents, programmatic perf~rman~e . rii~asur~~ ~nd go~ls the · prev10us cash flow records 

(Vullabhaneni, 2002). That it is essential to keep maximum degree of uniformity and accuracy in 

the preparat!bn of finalacc~unts which contain basic financial data. 
. . . . .... ·. ·.. .. 

2. 7 Conclusion 

This chapter reviewed arid discussed existing relevant literature, covering the concepts of 

performance and intern~l co~trols. Performance .·and internal controls have been considered 

broadly according to views of.different s.cholars. apd later . discussed .in the c.ontext of Steel and 

Tube limited. Faetors that are seen to hinder Steel and Tube Industries Limited's performance 

and how these . can be solved were discussed. It also outlines the processes and routes of 

performance and internal control and how they are linked. The review led to anticipation that in 

Steel and Tube Industries Limited there are loopholes in the internal control systems which are 
. . . . . .. . 

likely to affect adversely its performance and this is what the study sought to find out. 

: .... 

:· .. 
: .· ~ 
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CHAPTER THREE 

.METHODOLOGY 

3.0 Introduction _ .· 

This chapter presented the re~ear,ch design, ·area and \population of the study, sample size and 

composition, sample design, sources . of data, 'data collection instruments, validity and reliability, 

data analysis and limitations of the ~ttidy. 

· : :: ..... 

3.1 Research Design 
. . 

A cross sectional survey design was used for the study. This is because data was collected at a 

single point ill tirrie. This research design was · employed in order to answer the research 

questions of the study, to control the extraneous variable of the study. The study used both . . . . . . . ' . 

qualitative and quantitaHve research methods in : the study. The main reason for using such 

methods was to establish how internal control .systems influences financial performance in Steel 

and Tube limited using numbers .and narration. 

3.2 The target popiilation 

According to· the Human Resource Records ofSteel and Tube Industries Limited (2013), there 

are 123 senior officers and junior officers in four departments that is, Accounting and Finance, 

Auditing, Proci.lfement and Administration. For instance, Accounting and Finance has 25 staff, 

Auditing has 30 staff, Prpctiremerit has 35 staff? and.Administration has 33 staff making a total 

of 123 staff. The four departments were selecteq because the problem is. more acute in these 

departments compared to other departgients·such as quality assurance, marketing, production and 

., .. 
·.. • ' . . , ·_ .. . : 

·.'. 
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transport. The study population w.as therefore i23 employees in aforementioned departments in 

Steel and Tube Industries Limited. 

3.3 Sample Size and Composition · 

The samplesi:Z::e of the sttldy \\fas idopted from Krejcie and Morgan (1970) which is an efficient 
·. ·. ,·· 

method for obtaining a representative san;ple.· The s~mple size was calculated in each department 
. . . 

and the results are presented in the next table: - · 

Table I: Sample size 

Department . . Target Population Sample size Sampling 
method 

Procurement ·.,. 35 32 Cluster 
sampling 

Auditing 30 28 Cluster 
sampling 

Accounting ~nd Finance .. 25 24 Cluster 
· ···' · sampling . . 

Administration 
. . 

33 30 Cluster 
' sampling 

Total : 123 114 

Source: Human Resource Records of Steel and Tribe Industries Limited, 2013 

3.4 Sampling Design 

The respondents were selected fro~i finance, prdcurement, administration, auditing departments 

of Steel and Tube Industries Limited using cluster sampling technique from which a simple 

· random samplin,g technique was . applied. This technique was employed because it gave 
. . . . . : . 

employees from e~ch department to l~ave · the equal chance to be part of the study. Further it 

enabled the study to l11ake' the sam;l~ sel~ction \\'ithout any prejudice . 

'. ,· 
... •, : 

. '· 

. "•. 
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3.5 Sources of Data · 
. . . . - . 

3.5.l Pririiary.day1 . 
. ~ · .. 

.. . :: ··. : . ···· 

Primary data from senior and junior staff of Steel · and Tube Industries Limited was collected 

using questionnaire and interview guide to gather first-hand information. Data collected using 

these tools wei;e c;entered oh internal COJ}troL systems and the performance of Steel and Tube 

Industries Limited,· ·'. ·• 

3.5.2 Secondary data 
. . .. . . . . . . -. . . -~ : . . . . . 

Secondary data was got from Steel and Tube Industries Limited records, published articles, text 

books, research rep6rt$ of previ~u~ .r~~ear~hers : and related information from the internet. 
. . ... , . . . '. . . . . . ..· 

:" .· - .-

3.6 Instruments of data collection 

3.6.1 Questi()nnaires · 

The study us~~ structure~ : questioilllaiies to gather data from the respondents. Close ended and 

open ended questionnaires were given to senior and junior employee of Steel and Tube Industries 

Limited. The questionnaires were <;iesigned in ·such a way that reflected the objectives of the 

study. The researcher issued out ques~ionnaires to Steel and Tube Industries Limited staff and 
... 

after two weeks the filled questi()n11ai~es : ~vere ¢ollectedfor analysis. This instrument was used 
... . ·- . . . .·· . . . . . . · ... ·. . . . 

because of its convenience to the respondents and large amounts of information can be collected 

from a large number of people in a short period of time aJJ.d in a relatively cost effective way. 
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3.6.2 Interviews guide 
.. . · 

The study also ,,u.sed interview guide to ~ollect the required data for the s.tudy. The researcher 
: . .... . .. ·.. . . . 

·. ·.' 

based his interview ·. dis9ussi6n prt tli.e ·. ~t~dy pbjective~, Various questions relating internal 

controls and performance were posed to · the departmental heads as a means of accessing first 

hand information. This instrument was used because of immediate feedback and questions can be 
. . 

repeated Glearlyfpr the · respon<lerits so that they comprehend them better. The researcher ... - - .· .. .· . . . . .. 
. . . . . . ·. . . 

compared ·and co11trasted the inter\tiew responses with the answers given in the questionnaire so 
. . . •' -: ··_ . : ; . . · . ·. . : 

. . ~ ... . . 

as to gather more knowledge about the problem under the study. In the course of interviewing 

. ' 

the managers, the researcher was jott~ng down some important issues, which later were analyzed. 

3.7 Validity and R~li~bilifyofTooI~ :·· ' ' .. 

3.7.1 Content Validity Index 

Research instruments were ·pre-tested before collecting data for the study. The main reason for 
. . 

this was . to .. ensure that .the '· Instruments collect. reliable and accurate data for the study. This 
. . . .. . .. . ;" · .. · . . 

assisted the r~searcher to detect ambiguous quystions ·and questionnaire length. The pre-testing ·. . . ,... . . . . " . 

exercise gave the researcher some i~si~hts of how the study ~as to be can·ied out. To ensure 

validity of research instrliments used in this study, questions were discussed with the supervisor 

for scrutiny, clarity ,and removal e>fanibjguity. Conections were made accordingly before pre­

testing the instruments, For. thesfodytd.consider t~ose items relevant and valid, the ratings from 

the experts/supervisor were computed using content · valid index. The results of the content 

validity index were 0.806 for control environment and performance, 0.733 for segregation of 
. . . .. .. . 

duties and perf9rmance and 0.767 forinfo.rmatio!l and communication and performance and thus 
. . . . 

considered valid as maintained by Ailll.n (2005) .. 
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3.7.2 Reliability 

Reliability of the questionnaire instrument was assessed using Cronbach's coefficient alpha. The 

questionnaire~ w'ere.pre-'~ested to 5.0 respo11dents and the, ,reliability results were computed using . . · . ';. .. .... · . . . . . 

the SPSS pack~ge. Theresults ofthe ~lph~values ~ereO : 709 for control environment and 

performance, 0.781 for segregation of duties and performance and 0.77.1 for information and 

communication and performance. T~is shows that all items were reliable since they generate 
- . .. . 

alphas values above.0.7 (Amin, 2005;:Kathuri and Palls, 1993). 
. . . . . ·~ 

·. · :·· ... 

3.8 Measurement ~f study variables .. 

The variables were internal controls which is independent variable and performance which is a 

· dependent yafiable, 'The variables .weremeasmed using constructed questionnaire scales, 
. · .. ··• 

specifically the five n1tingLiker(~~ale : The study variables were measured using the constructs 

indicated under them where respondents were asked to Strongly agree scored as 5, Agree scored 

as 4, Not sure as 3, Disagree scored as 2 and Strongly di_sagree scored as 1. The higher score 

indicated that good,pe.rformance and effective internal control system in place. 

·:-. . ... . ·· 

3.9 Data Analysis 

Data collected w.a.s eciited foraccun1cy and completeness and this was mostly done manually. At 

this point, the 're'.searcher pr~ceed~d t~ . interpret the . findings and the responses were critically 
. . .. .'' . . . . 

analyzed for accuracy and relatedness. Both quantitative and qualitative analysis techniques were 

employed to analyze the finding of the study . . 

Quantitative data was analyzed using' measures of central tendencies as computed by Statistical 
. . . . . .. 

Package · ·for . Soci~l Scientists (SPSS) to .• yield the desired statistical output, measures of 



dispersion- . ~d measµr,e's of rela1~on,~hips ~etween the variables (financial performance and 

internal controls systems) were establ:lshed:with the use ofmean, and standard deviation. 

Analysis o(·qµalitative <}'~ta was don~ t~oug~ descriptions of events and occurrences as 
··:: .. _. 

gathered frnm the int~r~iewees. The findings of the ·study were analysed and presented under 
. . . . . . 
' . ' . '. . . . . . -

various themes. The judgment was made basing on what majority said and the facts on the 

ground. 

3.10 Limitations to_ the Sfody·~;ndpossible ~e~edies . 
. . . 

The study was co~dutted in stee( '~nd Tube Industrids Limited which is a manufacturing 

company, however, the findings collected may not . be applicable to organizations in service 
. . 

Industry but . can be used a; a yardstick: to :. ascertain the effectiveness of internal control practices 
. . . . . . 

. . . 

towards the performance of(ln organization. ·. 

The study was based on internal control practices as the main determinant of organizational 

p¢rforrhanc~. However, there are irnmy factors that can affect the organizational performance 
. . . . -· ~,. . . '• ' . ~- . . . ' 

such as rrrnnagem~~tco~itmen.t; risl<;manageinent, ' employees' .. skills and customer relationship 
.. '. . •' . . . . , \ ·'. .. ' . . . . ·~ . ·. . ' ... · . . ' . . . . . ~ 

management. To overcome this ch~ll~~g~, th~ st~dy held such factors constant in order to fully 

exhaust the scope of the study. 
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. ,·· 'CH.t\PTER FOUR 

ANALYSIS, ·PRESENTATJONAND .INTERPRET A TI ON OF RES UL TS 
. .. . : ~ ' ' ' . . . . . ; . . . . . . :· · ~ :_: .. 

Introduction 

This chapter covers the demographic characteristics of respondents and presents, analyzes and 
. . 

interprets th~ _. results abo~f the study objectiyes . that _ is to examine how control environment 
. . . . . . .... '· ·. ·. . . . .. -. . :- ··-·. , : ~'. . . . . ' 

· .. ' ~ : : .. 

influences the performance -of Steel and Tube Illdustries Limited, to examine how segregation of 
.·. . . _. . : ·. . 

duties affect the performance of Steel and Tube Industries Limited and to ascertain how 

information and communication affeets the performance of Steel and Tube Industries Limited 

_ 4.1 Demographic ,Qharactetis~i~~ o(R~spo'nde,nt.,. 

In presenting and analyzin~ the demographic , irif~~ation about the respondents, the researcher 

focused on a number of variables that is; age distribution, tiine spent working with Steel and 

Tube Industries Limited and the s.ystem used in the . organization. T_he findings obtained are 
.. . · · ' . ' . . '. . 

presented as follows:~ ,· .. ... ... 

4.1.1 Age Distribution 

The findings _ofth,e study as ~eflt;:cted ii1table.4.1 .showsthat 32.5% of the respondents were m 

. the age br~cket of 26~35years; ,25.4%w~1·~between the age group of 36-45 years, 21.1 % were 

between 18 -25 years, 13.2% were betwee~146-5S years and thus 7.9% were 56 years and above 

as shown in table II: -

·· .. ·. ' 
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. ·,,. . •; .. , ..... :- ...... 

Table II: Age of the respondents 
' 

: ,. ' ' .. Cumulative 
Freqµency Percent .. rValid.·Perc¢nt ·:Percent · . .. .... :.·. ; . . .· . ~ . . ,• .. :- . .-

.. 
Valid 18-25 !24 21.1 t21.1 ' !21.1 

~6-35 . 37 32.5 . . .· ~2.5 53.5 

~6~4$. 29 25.4 ~'s.4 '. • , 

78.9 

.. :: 

" 
.. 

46-55 15 13.2 
: 

'. 13.2 92.1 

56+ 9 7.9 7.9 100.0 

Total 114 100.0 100.0 
" 

Source: Field dat~,201J . . .. . .. ; .. . ; .. 

. ·; ... 

4.1.2 Tenure 
' " 

·Table III Tenur~ of the: respondents . 

Frequency . Percent valid Percel).t Cumulative Percent 
Valid 1.-3 40 > .. 35:1 ' . . : 35.1. 35.l : 

4-6 36 31.6 .. 31.6 66.7 
7-10 20 17.5 17.5 84.2 
10+ 18 15.8 15.8 100.0 
Total 114. 100.0 100.0 

Source: Field .data,2013 ·: 
·. ·.· ' 

·., 

' • .· . ... . .' \ 

. . . . . 

The results in table III above shows that' 3 5 .1 % of the respondents had served Steel and Tube 

limited between 1-3 years, 31.6% had.worked with the ~ompany between 4-6 years, 17.5% had 
' ' 

been employees· of the company. between 7-10 years and the remainder ( 15. 8%) had served Steel 

and Tube IndustriesJ imited ·for .oyer TO years. The5implication of this finding is that most of the 
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respondents who participated in the study had .sp·ved Steel and Tube Industries for more than 3 

years and thus they were well conversant with the internal controls in place and how they affect 

the performance of the organization. 
r·· · . 

4.1.3 System Used .: >> · . : . . '. 
.:.,. ·· .. ... ·. . .; · · 

Table IV. The System used in Steel and Tube limited 

Frequency Percent Valid Percent Cumulative Percent 

Valid Manual 43 37.7 37.7 37.7 
·. 

~ . . . 

Computerized ·• 
.. .·11 .. . ' 62.3 ... . 62.3 100.0 .. 

; .. : .. 
: 

•:, 

Total 114 100.0 100.0 

Source: Field data, 2013 

As shown in tabl6 JV above, maj6.dty .(623%) oflhe tesp6ndents expressed that Steel and Tube 

Limited uses generally computerized system as a tool for stimulating effiCiency in its operations 

so as to register the desired performance targets. conversely, 37.7% of the respondents indicated 

that Steel ahd: f uhe Indusfries Limited uses manmi.l system in its operations. The implication of 

this finding is that Steelarid Ttibi Illclustrfos U~ited,gerterally ·uses computerized system in its 

operations as means to · reduce costs, delays arid stimulate efficiency and this plays a great part 

towards its performance. However, one wonders why unfavorable variances are registered 

· despite .the fac( that the compaµy 4s~s le.~s of mainial system ip. its· operations. 

··.' ,:: . · 

4.2 Control environment and the perforniance of an organizati~n 

4.2.1 The influence of control environment on organizational performance 

This section answers the first research question of the study which states that: "To what extent 

does control environme1;t influehc.e the performance of Steel and Tube Industries Limited?" To 

• '. , 

. : :: ·· ·. 
·~ : ': .. 



answe~ this question, iJ\yas. decid~dtofi.i-S'tpresentdescriptive. statistics for each of the variables 
. . . . . -.· . .. . . · . .. ; °.: ; . : ~ 

before presenting inferential st~tisti~s. This is because the descriptive statistics are helpful in 

interpreting exactly how the variables under study relate or affect one another. Thus, this 

.. approach,is adopted. irr:this· section an.4. subsequent sections in this chapter. as shown below. 
. ·. . . . . . . . . . . . . ' ·. . . . . :;. . : ~. . . . . 

. . 
. :::··:- ··. ·'. -. · . .-·.· 

. ·. · .. .. . · . -~ .. . : ' . 
· . . _ .. :: :·· 

4.2.2 Control environment 

The study focused on control environment in Steel and Tube Industries Limited and various 

state111ents werep~~sented to the respondents andthe results gathered are presented as follows: -

Table V: Controlehvlronllleii{. ·. .·. · ~ · .. • .. 

.· : . · .·. 

N Min Max Mean S.D 

I have a clear and close interaction with management 114 1.00 5.00 3.62 1.076 

When I perform well manage~ent recognizes me 114 LOO 5.00 3.22 1.368 

Management ~losely inoriitors my perfomfance .; .• · ·. .• . . 114 l.00 5.00 3.58 1.128 
: "'.' ... 

People who make tnistakes'are e~c6u~aged to share them · · :114 l.00 -S .00 3.62 1.200 

widely so that others can learn .. 

Honest and original mistakes are recognized as an indication 114 1.00 5.00 3.79 1.093 

of initiative and courage · 

Our internal audit)s suffic~e.ntly staffed 114 1.00 5.00 3.63 1.184 
-· 

Internal audit repoftaddi~ss weciknesses i11 our·tnt6rrtaLconfrol 114 1.00 5.00 3.85 1.083 •.. . . . . . . 
: ,·.' 

·- . .. ;.· 

system 

Internal audit reports are produced regularly 114 1.00 5.00 3.94 I.Bl 

Management discusses internal audit reports frequently 114 1.00 5.00 3.82 .924 

' . . ·'( . . . . .. ·.; ··· .. .. .. -. 
.. .... '. '.· .'> ' 

The degree of integrity exhibited.in aµ·:(:)~g~izattpri : improyes · .. ·· 114 . 1.00 5.00 3.73 1.021 

perf mmance 

Source: Field data, 2013 

..... . 
'· . · . .. 
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' • ·.: 

From, tab~e -Vi t?~ dimeµsions .of contr()l . environment under various statements posed to the 
. , " • ; : . '• .· . 

.. . . . l . 

. res;onderits. Th~ statem~rits hav¢ beet{rariked -in terms of their means and standard deviations in 
"''· ' ', ·' . . ·' '.":· '. . . .' . "" ... · . . :· .. '•··.- .-·. . . . 

order to derive m~aning out of the . results. Therefore~ . the findings gathered are presented and 

analyzed under as follows; 

,.1 . . . .' · ":·· 

From tabl~ v, the sh1dy reveale(f ' (Me~ -~ 3 . '94~ StaJidard deviation = 1.131) that respondents 
. . . . ·. . . . . "·· " , . . . . 

generally agreed that internal audit ~ep~rt~ ar~ produced regularly, conversely, there were some 

variations in responses to this statement as shown by the standard deviation. These variations in 

. responses show a big moyeme~tf~om the mean indicating some participants failed to understand 
-.: ... > .. . ~ . . " . 

the test statem~rit.The · results from:the1ntetvie.w .With one manager had.this to say; 
. . ... . . .. ··. . . .· . ... · ...... ·.· 

Not everyo~e knows that auditrep~rts are produced regularly, the reporting system used 

by the audit section does not involve every one and thus it is produced to the management 

teqmforsquitny Th~juni_o(stajf Yl19y not·know w.hether (his is done or _not:_ 
... ..... , .. '·' . . , 

FroIT1 the. above \rie:w ·it shoulq be ; ~rgtie that· although · i11temal audit reports are produced 

regularly, some staff have no idea :~li~~ they ~~produced to the management or not. 

Furthermore; the stuqy reveale.d. (My~n ~ 3.85,. standard deviation =1.083). that internal audit . . .··. . . . . " . . · ' .. . .. ; 

. ,,. · · ·. 

report address weakrtes.se~ jii . ch1r . il1t~1'nal · contr~l syst~rh . . Nbnetheless, a standard deviation 
.·· 

shows a significant variation in the vie~s of the i-espondents which can imply that to ce1iain 

extent some staff lack ideas or knowledge what role the audit function do in reporting and 

addressing the weaknesses· in the . il).terµ.al · controLsystern of the company. One manager during an 
. . . ·:···. . . . : . . . ~....... .. . . . . . •' . . . : ".:._. . ·:_ . ... ~ . . . 

inte~iew had this .tdsay; : :> · · ·· .. · 
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· .. : : :.· . . ,. _ , 

.-.. : - . 

Although the internal audit function play a great role to address weakness in the internal 

. .. controls; r1.qt al! tvt?akness are addressed that is why we are still experiencing issues of 
. . ..... ,.. . . . ~ : 

.. fraud, pilfe;~ge ··'4mong O.ther; .. _ ~htih hdve hinder_ed the company io register its preset 
. . .. . . . ~ .. · .. . . · 

performance standm~ds. ·· 

From the foregoing therefore, it should be argued that to certain extent internal audit report 

addr~ss. w~ak11ess~s. 'in theinternaLcon,tro Ls:ystem .. 
·' ;• . ·· ' . 

':'· 

'··:·. ·; .. -

The study indicated (Mean --~- 3.82, Sfand'ard devi~tion -~ .924) that majority of the respondents 

were in agreement that management discusses internal audit reports frequently. However, the 

· standiirfi deviation ~hows a• s.rnalLmovement i11 variations in responses by some respondents. In 
.. .... ·>· ·:·.. . .. ·. 

an intervi~w held~ithof th,~ d~pattll1.entalhead~, 1t ·was highlighted that; 

When reports are produced, the ~ia~agement teams always meet and discuss the key 

findings from the reports produced as means of assessing whether the controls in place 
. . . 

.. wheth.e( financial ~r other:Wise ·are effectivr and can help the organization to run its 

business smoothly. · . ;• ... - .... · . 
. . 

·.···. 

From the foregoi~g th~refore, . it shm1ld be re~so~ed ~hat management discusses internal audit 

reports frequently. However, it is not clear if the key findings obtained from the report are acted 

· Oll tO'.,ensure_stead)'.fipanci;il performance;· 
. . . . . . · ' , ,: .. ·' . : · . ··:. ' . 

..· .. . ... 

,.. . '·-·· .. ·: 
· .·' . ··.··.: 

Moreso, the study reveals (Mean= 3.79, •standard deviation =l.093) that the honest and original 

mistakes are recognized as an indication of initiative and courage. This is evident when the mean 

of respondents as computed by th~ . syst~m is well above the average. From the interview it was 
,: '· ,,• . . ' .. . . . . .. . ' . 

. ·. . .. . . ..' .. ' .• 

highlighted that; · >. : · · · 
.. , 

: ~ .• . 

.-:.· .... . · 
. . : · .: .' ..... ..: .'· . . 

· .. ·· 
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.' .· 
.. .. . : .·.. ~ ·. . . . :: 

·: . 
•'. : · . . · : 

' · : 
... . · . 

··· . . · 

.. . · . .-·. ; ' 

The management {ntegrityds taken as a central part of the company's success and thus 

staff and managers are encouraged to exhibit high levels of openness and honesty in their 

. dealing, .. 
'• ,,, ,. . ·· . ... -: .. :. >: :.: ..... 

Howevei·/ the correspqh,4if1~t st~dattl .d:evfat~o11;.reflect that respondents had a significant 

variation in responses on W'hether ho~est a~d oifginal. n1is~akes are recognized as an indication of 

initiative and courage. From the foregoing therefore it should be construed to imply that 

ryspondents mi$htbe fr1different op th~. issue of integrity and openness in the. execution of tasks . 
. ~· . . . :· . ~ 

· .· . 
. . ''. · . ·. ··.·· 

The results of the stud; shows (rTieart = J.73, st~ndard deviation == i.621) that respondents seem 

to agree that the degree of integrity exhibited in an organisation improves performance. 

However~ a standard deviation ofrefl~Gt varied .resppnses on the degree of integrity exhibited by 
• ' - . - . , . . . ·, · .. . . · · . . . : ... . . . .. . 

. ~he man~ge~ent as 1ne~ns · tcrnf~d$'. iirlpi~~vi~g: fi~aI1ciaL performance. The findings from the 
. .. . . .. . , . . . ' 

interview held with the head of Finance it etnerg~d that; 

In some instances staff exhibit some element of integrity but in most cases the element of 

integrity . is :nc)t taken a~ ,cw issue, Jn ;:)tee! and Tu/:Je Industries Limited, people who 

.· . quickly af11(l~S WR~lth th;dugh corrupt iJra<:tices a.r~ glorified while_ those who uphold 
·.,.·.. \ .• . . ... . . . . . 

.. · .... 
principles of integrity and moraz'values afe ridiculed. . Lack of integrity means that the 

goal of registering good pe1formance standards is hard to achieve in Steel and Tube 

Industries Limited. .· ··. \ 

It · should th~refore be: stated . that i~tegr!ty
0

\~xhibit~d in .an organisation plays a small part to 
. . : . . \ . . . . . .. ... . . . . . ·.. . ~ . ·. . . ' 

. . . ' . .. ' 

improve the perfo1mance of the · organ!zatfori. . 

.. · ,, 

.··:.: . . . ' 

·• < if 

l' • . ~: ... 

. :· .. · .. .. 
. .· ...... ·. ·. : 

.· ··.: .. . ··:. · . 



, .·. r 

The' r~sulfa: of th~:, stuclY· (~~arr = 3,~_6_3,, : :s4ind~rd . devi~tion .~ 1·1.184) further indicated that the 
~ '· . . . . . :_ .· · . .. : . :. : ... : · . . · :'' .. ... :: : .. : .. : :: . ·' · .. .. 

respondents were with a vie~ that. the )rtte.malatidi{ functi~n of Steel and Tube Industries 

Limited is sufficiently staffed. However, even then the respondents seemed to have varied in 

their responses re_garding the staffing of the audit function of Steel ~d Tube Limited as revealed 
• :. · . . : I 

by a staI1da_rd deviation·,: This is: iJi )i~y Witl1 the •fi,11dihgs gathered from the interview held with 
. . . . . . . ', . . ' ". ·. , . . .· ;:' .. ~ ....... :: . ··~ . . . . ~ .... ·. . .· - ·: . .. . . . . . . 

. . ;· .. 

the head of finance that . ;. · 

When the audit section is insufficiently staffed, · unscrupulous people can use that chance 

to .do things which are against the company values. Chances of misappropriation of funds 
• ' I • , • •,: . . 

· . .' ,. ; '': ." .. :. : . 

Therefore Steel and Tube Industries Limited always ensure that it lias the sufficient right people 

in the right place with the right skills to enable the company meet its goals. 

The results show "(m~a~ :; '~;62; s't(:lhdarddeyiatig;ri . ~_ 1.076) that respondents to some extent 

agreed that they . have a clear and close internction wiih man~gement. However, the 

corresponding standard deviation reveals a significant variation in responses. In an interview 

held with orie of 91e i:n:anagers in the audit s_ection revealed that 
:. '• . · ·: ·. . ' . 

. Steeland]'ub¢ al;vd/s 'strfvetq ~reate :Ci.n envb'.onm¢nt where. everyone i~free to interact 
. . ,.. : .... " :;. ~ ~ . .. . . ~ ....... ; " - . .. ,'.:· 

with each other. By creating this e~virdn~ent; .ihe .company atms at building team spirit 

and group cohesiveness among the junior staff and senior staff This kind of environment 

helps Steel and Tube to identify how things are moving within the organisation. People .. ... ,, . . . . 

. :.· ','' 

ar~freetQ r'eport tdthe n'lanc;(gemenfgroup sq .long qs ,they use the proper channels of 

interaction. The proper chann~l~ meanthaiin case one identifies something wrong, that 

person must report to immediate supervisor so that the problem is put right. However, 

· . . · .. : .· " .. . 
: : : ... -. 

'· ... :.;· 
. ... . · ~· . . 
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· . _ .. . · .·· 

there are some staff members who do not care about this and in some cases fail to 

interact with th~ lfz.dri(]ge:,;z¢'nf and,this has played a great role in crippling the company's 
- . :·-.- . ·-.. ' . _:· -· ·:.-·.. .... .; ·_. ,- _ .. .. ... ·. ·· .. . - . .... . .. .. 

. , : :~/·: . · -· = . .. • , . > .. : <:: .. _·.-. 
performance sia~dardS. ~ .:< .... 

This also shows that although there ~re well laid down reporting structures in the organisation so 

that people can interact, some staff hardly interacts with the management group and this is a 

clear indicatio~ that there ·is a i>ig· proble1hin the control environment of Steel and Tube 
.- ·:- -· : . . 

Industries Limited, · 
·· .. ,. _, . 

The study revealed (Mean= 3.62, standard deviation =1.200) that respondents seem to agree that 

people who· l'Ilake njisfake~ are .t;:ncolifaged to share them widely so that otp.ers can learn. Even 
. ~: ·" . 

though the standard· d~vi~tio~ p~dvid~d h§ th~ . sarrie respondents sitggests that they had varied 
. . . . .. . ·.·· . ' .· · .. . . . . 

views about the statement, this could imply that some staff even if are encouraged to correct their 

mistakes by getting assistance from their colleagues, others place less emphasis on sharing their 

mistakes with bthel"s and ih, the end mistakes continue to escalate further which in tum affects 

negatively the pei.foi·mqnce of the.co.rnpany.Fr6riitheinte.i:view it .was.highlighted that; 
' - . . ' - . : - - .·. . . . 

Some staff think they are 'perfect'all. their dealings a~d thus. need not to be corrected 

whenever they make mistakes. They think that they are well conversant in their fields of 

spehaliiatipn. Theydon 'i .cqrysuttiheir folleag'yes when they meet challenges and this is 

the reasonwhyihe company in ~ostcas~sfalls io attain the desired performance targets. 

It should therefore he reasoned that although staff encouraged to correct their mistakes by getting 

assistance from their colleagues, others place less emphasis on sharing their mistakes with others 

The studyshows (in~an= .. ·3.58, stan\iarddev1~tlon ~1:l28) -ih.at · respondehts a~eragely agreed 

that management closely fuortito~s . staff :perforni'.ance. 'However, the study shows significant 
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.. · .. .... :· : ·: . .. · . · •. ··.·· 

. ··~ . 

differences in responses on · whether management ciosely monitors staff performance. The 

implication of this finding is that although the mean value is above the actual average of 3, the 

manageme11t:~eecis' toiniprove on the performance evahiation of employees. The results from the 
. ' : . . . 

intel'View indicateqth~t~ : , · ·. ·' '· 
. · .. ·, , .. · .. '·:· ·' . ·· ._·. 

...... . , · .-.. ·· 

It is the management responsibility to monitor the performance of employees in Steel and 

Tube Industries Limited. That there is no way the company can register good 

• pe1fdrmdnee ·targets unless the management team closely monitors and evaluate people 's 
. ;1 . • . . 

perforniance: : ·.•· •,, .· ...... . ·.· ··· 
:' . 

• •. • t . . :.~ 

.. . : . :·.· . ........ ... . ._., .. 

. . . . 
•.' . . ' ~ . ·. . 

It should therefore; be stated that to a .' certain · ext~nt management closely monitors staff 

performance. 

The finding re_vei;ileci (mean = 3.22 arid . standard devfation = 1.368) that respondents slightly 
~·. . ·~ .. : . . . . . ' . . . .:.; . . 

agreed that .when they p~rfo~m their.tasks weH;1n~age~ent recognizes them. However, even 
. ' . . . ,. . ·.. . .·· . . 

then the respondents seemed to ·have varied in their responses regarding recognition of their 

performance as revealed by a big standard deviation. This means that to some extent 

nianagemeni seem: not to care, mucJi how wen people are performing their tasks and this has 
.... ·. ,-· .. ...... .. ·: 

adverse bearing oh the P.e:rfo1'm~rt'~e qfthe, comp::friy. drie:'mart~gei; dyring an' interview had this 

to say; 

We always recognize good results from people, we generally motivate staff to perform 

their ta.~ks as expected and thqse wh.o exhibit high performance rates are praised, 

promoted ~ndgiven othe;fringe. b~~~fltj as ~~ans . of stimulating performance. However, 
' . . . . . . . . . 

there are some staff who are not satisfied with what the company offers and we are yet to 

address this so that they meet the performance target of the company. 

.. .. .. '. .: . .. ·:.~ ...... 
. .... :.·. '·' 
· .. : 

.' . : : . ~ . . \ .. : ···. ;' . ," . 
· .. .. ·. 

. . · ~ ': 
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Basirtg o'n the foregoing~h~refoie;jt$po.uid.. be JJOt~d th.~tto a~oderat~ extent when employees 
·. . ... '. . . . .... ... -· . . . . . : . :. _; : . . _. - . : . . . . . ; \ .· ... . ,.. .. ' .. .. · ~ : . . .: . . ' . 

• ' 

perform thei~ tasks we'tl/ rrianageinent r~togrtizestli.em:· 

4.3 Segregation of.duties 
·. ,· .· ·_ ;,_, ·:·;·, 

The· study focused 01i:: segr~gation .of .4u~ies .1lJld v(U'ious statements were presented to the 
. ·. ·.··:._. . ... ... . ·. :···;"°· · 

respondents who were requested to indicate their 'levelof agreert1ent as follows: -
. . 

Table VI: Segregation of duties 

N Min Max Mean S.D 

. When · I make ii • J.:equi~itibn for;:)he P1:1rchase " ()f ~ooqs . or · .. '.114 1.00 5.00 3.89 1.398 
.. . . . . . ~-. : . '· ·. 

When I approve the purchase of goods or services. I don't 114 · 1.00 5.00 3.56 1.234 

reconcile the monthly financial reports. 

When I approve the purchase of goods .or services I don't 114 1.00 5.00 3.86 1.038 
; ., . · · . 

obt~in the ct1stcidy· of checks. 
·· .. ·.: -: '. 

When I maintain arid recoricifo th~- a~countirig recordsldon't HA · · 1.00 5.00 3.04 1.330 

obtain the custody of cheques. 

When I open the mail and prepare a listing ofchecks received, 114 1.00 5.00 3.68 1.259 

I don't make the deposit 

When I open thei~iiil and prepc:tre. alistingc)f checks received, 114 1.00 5.00 3.98 1.039 

I don't~~ihtain the acco;unts '..tec~iYable accouiltihg:records: . " 
. ·. . . .. . . ·. . . . . ... ", . ~ . ' , . . . . . . ·. ·. . 

Approval ofrelated transactions affecting those assets and 114 1.00 5.00 3.11 1.329 

Recording of transactions. is not done by the same person 

Our organisational structure spells outthe duties and 

responsibilities of each employee 

114 1.00 5.00 3.51 1.339 

There is approprfatestiP<trvisio.nbY S~JllOfStaffon the work of 114 1.00 5.00 3.42 1.343 
. . ··, ·: 

their juniors 

Different stages in the management Of business are done by 

multiple people in Steel and Tube Limited 

Source: Field data, 2013 
' .. . . ' . 

,. ·. 

. ... '· .. -
:: .; :· .. ·: 

114 1.00 5.00 4.69 1.304 

. ··' ·. 



Table VI is centered on segregation of duties as a component of internal control practices in Steel 

. and Tube ln~ustJ;!es ~i!1)i\ed : Y'.')"ious ~t~ments ~~~ rank~d in terms of their mean and 

standard deviation·as a \yay of analyzing t~e findings a~ p'reselJ.ted ;below; 

Results of the study revealed (Mean= 4.69,. Standard deviation= 1.304) that respondents agreed 

that . different stages. ill (lle ni~nagement of business 'ilre done by multiple people in Steel and 
. . . . '· .. '.· :;·_ . . . . . . . .. . ·. . . 

_·,,._· · .·· .. , .·· .. 

Tube Industries Limited: Thisl.~ · r~ve·a~~cfpy a~eai}valuewhich is approximating to a maximum 
. . 

of 5. However, a significant standard deviation suggests that in as much as respondents agreed 

with the . statement, they varied greatly in their responses. This could also imply that some 

resporide~ts mi.ght rtotbe et:ware wheth~r. °aiffereht. stages in the management of business are done .. ·. .· . . · . .. '. . . . · ·: .. · .... ·. . : · . : . . . .. . · ' . . 
.· .. : · ... 

by multiple people in Ste~l and T~be Industrie~;i~hrtlt~d . . 

The results of the study revealed (Mean= 3.98, Standard deviation= 1.398) that the respondents 

agreed that the requ.isttion Jqr the pu.r~hase of gpods or.servi~es is done by different person and 
. . . . . . ' . .- .• : . ··. :_: .. ~ :·._ ·. :! .°' . . : ·. · .. < . . . . . . 

the appro~al for th~ purchas:e i~ dcme :by arioth~r~ However, even then the respondents seemed to 
. . : . . . 

have mixed responses over the statement as revealed by a standard deviation. This is in support 

of the intervie:w held· with one of the managers that; 

. Sometime ttmayne~es~i,ta{.e to)Jypas:s the procureni.entpolicy ifthere is an urgent need. 
_. . "'.·.: . ,:: - : . ·. ' . . . :_ ~. . .'-·· - ;. . . .. . . . . . . . . ·.. . ::. : ·:· . . ·. . . ·. . . 

We are in.·b~sine.ss to sattsfY ciistprner~. - ft(he customer is a fnaj~rcustomer we may be 

forced to do that. 

From the above view it .should be argued that although the requisition for the purchase of goods 

br services is do11e J;,y .tliffei·ent p~rso~ ahd .tht}: approval for. the purchase is done by another, 
. . . . ·. ': ., ·:.. . . ' . . . . ;., .. 

sometimes this caii be byp~ssed. · ·• · . 
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. .... ; .· . 

The results of the ~tl1dy reflected (Mean= 3 .98, ·Standard de~iation = 1. 03 9) that respondents 

agreed with the statement that a person who opens the mail and prepare a listing of cheques 
. . 

received;. '.is nof the same who maintain : the accounts . receivable accounting records. 
. . . . .,., .. :·:...... .-. .. ·.·. \··:: . . ::: ·~ 

Consequently, a grea~er :st~dard.devfatiort rais¢s :coricems regarding :ihe segregation of duties. 

The figure of standard deviation further reveals that . the responde~ts had varied opinion about 

segregation of duties and this could also mean that besides having diverse views about whether 

there is proper segregatioi1 of duties, t~ey . could also be an aware with how duties and 

responsibilities ar6 assl~f1ed to• stafi.. tlie .. re~ulfsfr6~ .:the · i~tefview, it e!Tierged that; 
. . : . . . ~ ' -. . ... '. ::; . . . . . . . : . . 

Steel and Tube Industries Limited' has a clear job description for all of its employees. 

Each person is assigned a task not to overlap duties and to avoid conflict in the execution 

.. of (asks andto .ensure ·chaihofcommand and line of authority. This is well indicated in 
.· . .. . . . ·. . .. . ... .. . :· .. . . . . . . ..... ·:· · ... · ·. ·,. ,: . : ... _ •' . 

. ' ., ·;' . .. 

the organiz.cztiqn 's structure wHic~~spe}lspui duties~ andfespons·ibilities of each person in 

the organization to avoid confitsio~ and ensure proper execution of tasks. However, some 

people violate this structure and we are yet to eliminate them so as to ensure smooth 

. . ' 

· ~xecution C)f/asks. · 
.·" ', - . ·.:· -.· .. -· · 

Basing on the abq~e r~s.ponses it should .be>!ea~o_ned · that there is proper segregation of duties . r . , . 

basing. on the organization's chart. Although there are some staff who violate this in order to 

jeopardize the efforts of the company of attaining the desired performance goals 

.. ; .... 

·: .:: 
.. :.:. . ,. · .. : . . . .. : ~ " . . 

...... :..'; ... :~ . . . · . . ;, -: " ... . . . 

Table findings o( the study also; shqws·:. (ty1~m1~ 3.86; Standard deviation = l .038)that the 

respondents seem fo agree that when a person approves the purchase of goods or services, that 

person is not'the one to be a custodian of cheques with a mean value which appears to be close to 

. ·.: ·,·._: ·· 

.. ·: . . .. ; .... 

.. .. 

.. ·._ ... .. .· .. ·_. ·~ . 

... ' .. ·:.;·:. 
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the. average rank · 6~.·~: :f!oweyet~ th~ :corr~sponding st(li1d(lrd · <levi~tion . also revealed . a significant 

variation in the response~ provided by the respond~nts about the segregation of duties. 

The study fodicated (meail = 3.68, standard deviation = 1.259) that respondents stated that a 
·. :. ... .y . .. .. . . . , · . • . . . _: ..... ~ . · . . . . 

· .. -.. · 

person who open the)naiJ ~d :pt~p(lre a,listipg.of ch~qu~s received, i~ not th~ one who make the 
. .. "· 

deposit implyirig that th~y margliially agre~d •with the stateme~t. But since the standard 

deviation indicates significant differences in responses as regards to the statement, it should be 

inferred that to some exten.t respondents are not sure whether a person who open the mail and 
. . . . .. . 

prepare a 1isti11g of~h.ecks t~ceiyed/i~ '. 11otthe .6ile who:rriake the~deposit. . ~ . . ... . . . . . . . . . '' . ·. . . . . . '· . 
· .:.: · : 

Similarly the findings of study indicated (Mean = 3.56, Standard deviation = 1.234) that 

respondents were ih . agreement thc:ttvvhen they approve the purchase of goods or services, they 
.... . .. . .•· 

don't reconcile the_irion'thly fjnaricialrepbrt~. ' H:erwe:Yer, a staridaid qevfationr~veals a significant 

variation in the viewwhich cotildalso·relate to .not clearly understandillg the statement. 

From the results of the study it }s refle_cted (Mean =3. 51, Standard deviation = 1.3 3 9) that 
.. . ·: 

respondents seem : fo: agr~e ;tli~t tb.f . oigariisation~( sfru6ture ' spell$; out the duties and 
. . . . . . . ' .. . · .. .. ' . 

responsibilities of ea6h employee. H~wever, a standard deviation suggests a significant variation 

in the responses generated by the respondents. In an interview with one manager, he said that; 

Steel and ~ube Industries, .Limited as a well designed organizational structure which 

indicate~· line;; of authoflty dnd ~h~[n of c;o'mrfiand. , People are giVen fobs after a 

thoro1:1gh analysis of their skiUs, · e~perience and qualification .. People. are assigned jobs 

which they can do better so that the organization profit from them . 

. . . •, 

.·:: :··: .· · .. .... .. . 
~ - . .' . ' . '. . 

' .·· .: : . ~ .· ..... _,. ·.· .~: . 

. .. . . 

... :, 
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. . ' 

From the aboye view therefore, it should be construed that the organisational structure spells out 

the duties and re~poiisibiltti~~ :of~~~h. empfoye¢tqavoid overlapping of duties and conflicts in 
' • ., , • • • , • =. • ·, • I .- • • '.; : • • ._ .- : ;~. : • • ," 

the organization. 
.. · 

The study reflected (Mean = 3.42, standard deviation= 1.343) that respondents agree that there 

is approp~iate supervision _ by s~ni~r: ~taff on ti:le work of theirjunior.s. Although the standard 
' . . . . . :: :}.;_,:·: :. . . . ;. . . . .. ~.·.- ·. .. .. ·~ ,. 

deviation seems to -- sho~ . differericeJn t~e n~sponses .· gen~rated for the statement. This state of 

affairs implies that supervision of employees in the organization is not done effective to 

encourage good performance. The findings from the interview revealed that; 

There is n~ . ~iiY~n~ ~~fl etzsure g~odpef}ormance with~ut supervising the subordinates. 
. . . . . . . . . \. . . . . .. . ·~ :·: . . . . . . . . . . . ' 

'. ':. ._:. : 

Managers alway~ supervis-e tl1e sidjftoinsu~e how well:they are performing the task and 

correct them whenever they not performing well. 

Frorri the . foregoing it : shoµld be argued that although employees are supervised, but the 

effectiv~ness of _th~ · ·· ·· st1p~rvisib~y-_·is ·. qu~st!~~able a~ the · organization is still experiencing 
. :! ~ : 

unfavorable perfo1·i:nance le~el. This •implies that there are loophole_s inthe · supervision of the 

junior staff 

Furthermore, the ~tud:y . i:iv~aled,(thea,i1 ~ ).it'.'§~a.ridard ~eviati~n .= 1.329) that the respondents 

were sure whether approval of related : transactions affecting those assets and recording or 

reporting of related transactions is not done by the same person. However, a standard deviation 

reveals . a significant vari~tion in the opinions which could also relate to not clearly understanding 

the whole proced~re bf approv~l of{~l~ted t~ailsactfort~ .affe,ctiµg _thqse assets and reporting of 
. .. . .. . . . : . ~- ·. :- .. . . . : . . . . . 

related transactio~1s ·is not done_ by the srune pe~~on. From the foregoing therefore, it should be 
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: .·.·· 

argued that approval of related transactions affecting those assets and recording or reporting of 

related transactions is not done by the same person 

.. . ·~· 

·-· ~ ... -· .. : ' . 

The study indicated (Mean ~3.o<staridard ·deviation= i .330) that respondents were almost not 

sure whether a person, who maintains and reconciles the accounting records, is not the one to 

obtain the custody of ch~ques. Howeyer, a significant standard deviation shows dispersed 

responses relating tci the statement'. this· impli¢s that rhanypeople who participated in the study 
. ·~ . . .; . . .. . . . . . . . : -. · . 

.... :. . . .. -~-. 

seem not to underst~d ,' the ,ac2~untin~ ptbceduf~ followed and how tasks ~e segregated in the 

accounting function. The results from the interview indicated that; 

M_uch as there is, segregation of d'l:lties, some staff overlap and perform tasks which they 

are notassi~nei:LA cdse i~'poi~t h~ppefzed'be.tWeery 2010 and 2012 when the Accountant 
. . . . . . ·~ .... ·. . . . ,• . . : . . 

. was perfo.rming his ta;'ks · as well.as the tasks of a ~ashier and this was against the 

organiiation 's culture and norms which in turn resulted into misappropriation of funds 

for the i:ompany . .. • 

This state of affairs~ indicat6stll.at~i11ot d~ar-W!{ether a· person, who maintains and reconciles the 
. . .·.: . . .. ·• .... ; ;· .. ·· ... . . . ·. . ... . ..· . .. .: ' . 

. . · - . .. . r· 

accounting records, is ii~Lthe one. to obt~in ·th~ c'u;tody 'of ch~q~es as soine staff perform more 

than they are supposed to do which lead to misappropriation of funds in the company. 

4.4 Inform~tion and:~rinimunicatici~·'.now· .· . 
. ,- -~. 

:- . 
· .... . 

The study focused on information a.rld coln:muri.1cation and several statements were presented to 

the respondents who were requested to indicate their level of agreement. The findings are 

presented as follows: - ." 
• ' , - . · • . .. 

. . : 

. ' 
.: . . . . ·. · . ,\•" 
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Table VII: Inforinatfori anci com:i:hunidttioh hJ~. · · 

N Min Max Mean S.D 

Management communicates to me especially through notices 114 1.00 5.00 3.99 1.238 

114 1.00 5.00 3.79 The mo sf mode cif'comrrmnic;ationjs· throµgh e~a,ils 
. . . . : . . . . . .. · >: . . 

1.156 
·- .. .. . ... . 

When issues arise we ,,cbmmurii¢ate· face tO face witii 114 .• 1.00 5.00 3.79 1.109 

management 

I usually receive memos from management as a way of 114 1.00 5.00 3.68 .971 

communication 

Through meeting staff are able to de.cide how to meet the 114 1.00 5.00 3.53 1.242 

performance standard~ .~f the ,~6~~ahy' . · · . . . . . -
,• ·. 

:,·. 

. . :·: 

Poor information flo.w in Steeiand t1ibe fodiistde·s'Liniited . 114 . . LOO 5 .oo 3 .67 1.142 . .. 

has hindered the company to register 'the desired profitability 

levels 

Accurately record provides information about the performance 114 1.00 5.00 3.61 1.286 
.. 

of Steel and Tube Indusfries. Limite(i , . . . 

I usually receive i11formatiori . in data fcii:rii. Ihform.ation 1s i14 1.00 5.00 3.98 1.072 

usually kept safe in data form 

Fear of leaks to competitors keeps ti.s from sharing infonnation 114 1.00 5.00 3.94 1.075 

with others in the company who might need it 

Information is kept jn .al:Jdjo form~cl, shared safoly across the. 114 LOO .5.00 3.76 1.250 
" .:· 

-. 

organization :.: 

We share information about cusfoinei~S freely across 

organizational boundaries 

It is not possible for the. staff to have access to all valuable 

information relating to the perforn}aric;e ofSte~l and Tube 

Industries Limited · ·.· .. . .·,. ·. 

Source: Field data, 2013 

..... ... . 

.... · 
. . . . . 

:. :· 

. : .. :~ ·~<: . 

.·:: 
'. ; 

:.;.: :: .. ·:.:; ...... · .. 
., •• 43 .· 

. .. • . .. ,; ·· 

114 1.00 5.00 3.96 1.084 

114 1.00 5.00 3.79 1.208 

:· ·. 
. . . -. . . : . . . . 
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Table VII is cent~recJ. qh in.fqfinatiori: a,Jld commu~iicaJion as a component . of internal control 
.. .- ·· .... ·.· .· - .. . • , ·· . .. · . . : .... , .......... ,· , .; . . . . -

... ·.: ... ........ · 
practices in Steel and Tube : Li~ited. _.\r~iqi.i'.$ staterrients were ranked in terms of their mean and 

standard deviation as a way of analyzing the findings as presented below; 

The study revealed (Mean= 3:99'.Standard deviation= 1.238) that respondents agreed that the 

management commti~ibates to . ¢~plbye·~s especi~lly tlrrough. notices. However, a standard 

d~viation . reveals' varied r~sponses fro~ . the -r~spondents inte1~iewed as far as the mode of 

communication used. From the interview it emerged that; 

One of the commonest modes of communicatiqn in Steel and Tube Industries Limited is 

through Notices. ~ That · Notice~ .sendi ~tgiial. iO the staff easily and this is the cheapest 
· . : .< . 

means as most o] th.e stdff~a':z ~et i.eform;tion veryfast. •· . 

This finding implies that in various occasions' managers seem to use notices when 
. . . 

communicating tojunior staff. 

The study found out (Mean= 3.98,' Standatd deviation=: .1:072) that the' respondents seem to 
. . : . . . 

agree that they usually receive information in data form and thus information is usually kept safe 

in data form. This shows that they generally agree about how information is received. However, 

the corresponding: starid.arddeviati01falso ,r.e'v.¢.~leda significant value variation in the responses 
. "· : ·: . . .. ·; \ . . . _.: .... :.···.. .· " . . ... .... . _._. .. 

provided by the respondents ab9ut ho~ irif6rination is received. · 

. . . . .. . 

The results of the study revealed (Mea,n. = 3.96, Standard deviation =1.084) that staff share 

information about custoiners freely ticros(btg~nizational bot1ndaries .. This is evident when the 
. ' . :, . . -. . 

. . 

mean of respond~nts as computed by the system is well . above the average. Nevertheless, the 

corresponding standard deviation suggests that respondents had a _significant variation in 

.. : .· · 
.·.:. 

. ~· . ~ .. . .. .. ;44 · 
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,: . .. . 
.. :· .. .. 

responses on information sharing. However, this could also be construed to imply that 

respondents might-q.o_t have clearly understood -the dimensions of information flow within the .. '. . : ·: : '·~ '. ; . . 
... ·.::· 

organisation. ..._.· 

Furthermore,th~ ,stpdy revealed (Mean = 3.79, Standard deviation = 1.156) that respondents 

seem to agree th~r: t~e 
1 

fl1QSt Jnode :' o~ col11l?unicat1,on is .through emails. This implies that 
' ':·· . .. 

respondents wereaccepted thi!t mails ar~ - used Iliostly. Nevertheless, the standard deviation 
: .: . . · 

however suggests varied responses from respondents as far as most mode of communication 

used in Steel. and Tube Industries Limited is concerned. In an interview held with one of the 

managers in Auditing had this fo s~y; : >. :.· · · :. • 
. . . . . . . . . . ' , . . . :· . ' .·.-· : . ~. ' . 

Since everything is computerized, · ·carnrrlUnt~ation . ca~ easily flow · when ~e use emails. 

However, there are some staff who do not use computers when executing tasks and in this 

case .other modes are used such as Notices . . 

It should therefore be ·construed that emails are gener~lly . received by those who use computers 

and others use other mode·s· of com1nilnic~fio~ stickas N dtice. 

The analysis of results 'reveals (mean = 3.79, standard deviation = 1.208) implying that the 
. . ·~ . ' 

respondents were 'li1·agreement that ,itis not possible .for the ·staffto have access to all valuable 
. .. .. . . . . • . ·: . .. ..... ·'" , ..... ., .. . . . 

information relating to -the performance of. Steel and Tube · lndust~ies Liffiited. However, a 
. . •. · , ·• . 

standard deviation shows a significant variation in the opinions which could also relate to not 

clearly understanding which person is to :receive which infonnation. From the interview it was 

highlighted that; 
'.'· · ·: .. : ·:,_· ... 

\ I 
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. ·.. . :. ~ ··· . · .. :· 

Some information is sensitfv~ to disclose. Npt9ll the staff should have access to valuable 

information. Information must be known basing on the level at which one is on the 

oi;ganistai~nal -h_ierarchy. You c,an .expect a line manager to know information at . ... . · . . -.:: . . ' · ... · . . · .. ,. . . . . ' >· .: .. · ·r 

strategic _level. Line Manag~r~ pre ; e~pected , t~ ,know · t~chnical. information, middle 

managers are expected to . know technical as well as tactical information and top 

managers are · expected to know strategic, tactical and technical information. Thus 

valuable ~~Jorrrzationis gener~lly i~ the hand of the top managers. 

From the foregoing therefore, , it sh~~ld b~_ ~grted: that it is notpossible for the staff to have 
. . ' : . :: 

access to all valuable information relatiilg to the performance ·of -Steel and Tube Industries 

Limited 

. ·.· . . . · · . 
. . .: .~·. ,~: . . 

\ :. ·· 

To results of the study reflected (M~an =:== 3~19;- Standard deviation = 1.109) that respondents 
- ' - ~ _- - - - - _- -

agreed that when issues arise junior staff communicate face to face with management. 

Conversely, the standard deviation sµggests varied responses from respondents view relating to 
. . .. ! . . . . . 

communication betw~en manag~m~nt and junior staff. The finding from the interview shows 
: :,., . ·· .: ·· · 

that; ~ . . . ., ' 

Staff gener~lly communit~te wUh .;the management when "there is a serious issue to 

address. It is not common for staff to communicate with the management team unless 
. ' . . . . 

there _is morepressir,zg Wme tdaddress _.and;this,case managers care obliged to exchange 
. . .. ' . .. . . .. . . 

ideas with the j~niof staff to solv~ the p~dblem; · -

From the foregoing therefore, it should be argued that in some cases managers are obliged to 

communicate to their.subordinates face to face. 

- 46 
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. : . . . . 

Further the study iP.dicated (Mean= · 3.°7{5 ~ .. Siiuidard deviation= ·L075 ) that respondents seemed . . . : . . . 

to agree that fear ofle*~ t~ competitc:ii~ keeps ~inplciyees frol11 sharing information with others 

in the company who might need it. However, a significant standard deviation reflects varied 

responses r~girdi~g' leaking inf9rmation to competitors. The findings from the interview 
··; 

indicated Steel and T1:1be ensure tha{foformation is kept. a key success factor that can be used as 
••. • ,- • o' • ' •• •' • 

a competitive weapdn in · the market place; . This sensitive infonnation is kept with great care 

because competitors. can use it to drive out the company from the business. It should therefore be 

noted that fear of leaks to 'competitors keeps employees from sharing information with others in 

the company who might need it. . ·:.-..·:: : · . . 
·.··:>:· .. 

. . : · ~· ..... 
:_· .. ·. 

The study also shows (Mean = 3.76, Standard deviation = 1.250) that respondents stated that 
. . . . 

information i.s kept ih . audio form and shared safely . ~cross the organization. implying that they 

marginally agreed with the state~ent. B~t si~te the standard deviation of indicate significant 

differences in responses . as . regards to · the stateme~t, it should be inf erred that to some extent 

respondents are not sure whether information is kept in audio form and shared safely across the 

organisation. 

.·· .. 

It was further noted(Mean ~ 3:6~, Stand~d d~viation = .971) that respondents agreed that they 

usually receive memos from management as a way of communication. This is revealed by a 

mean value . of. However, the d_evi~tlon indicates varied responses t~ the test from the 

respondents interviewed .. It sho:1d ·· .. · therefor~~ be noted that usually receive memos from 

management as a way of communication. . 

: :: 



To results . of the study i~eflected (Mean = 3.67, Standard deviation = 1.142) that respondents 

were in agreement that poor information flow in Steel and Tube Industries Limited has hindered 
. ,-: • r ; .· . • ' . ·. . . · . ,.-. . 

the company to register the de:sir~d · profitability levels as reflected. by the mean. Conversely, a 
. ... ' ' 

. . . .. - . . 

standard deviation shows varied responses from respondents as far as information flow in Steel 

and Tube is-conce.med. From the interview it was noted that some people information does not 
. ... · -- . . ·.·.. . . ' ' 

reach the intended people . and if it. re!lches the . right people the information may be 
. .· . . . 

misinterpreted and thus causing conflicts \yhich hinders greatly the smooth execution of tasks. . ~ . . . . . . . 

The finding . of tl;ie study further revealed (Mean ~3.61, Standard deviation = 1.286) that 

respondents agree. that accurate records provide information about the performance of Steel and 

Tube Industries Limited .. However; : a _• sig~ficaiit standard. dev1ati,on ,shows that there are very 
. . . . . 

varied responses as far as responses to this control test were concerned. The findings from the 

interview irid:icafed·that; ·· 
: . ' . . . . . . 

Whenever there is ac~ura~~ recdr~fng of i~formation, one can get a good clear picture of 

·how Steel and Tube Jndus"triesha~ p~rformed. However, because of mistakes performed 
.•, 

in Accounting Section, it becomes hard to ascertain the Clear picture about the 

performance of Steel and Tube Industries Limited. 
. . 

From the foregoing therefore, it .sh.o,uld be reasoned ·that accurate records provide can 

information about the. performan~~ of Steel _mid ~ube Industries LiU1ite_d, 

The study sho~s(Mean .:::;; 3.53, Standard deviation= 1.242) that respondents agreed with the test 

statement that "throughmeeting staffis able to dedde how to meet the performance standards of 

the company" .. However, in as mucfi as ;respondents agreed with the test statement, there were 
. . . · .. ' . . .. . ' . 

.. . · .. ·· ,48 
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variations in responses as reflect~d '~Y the staridard de.V!ation over the same statement from the 

respondents' point of'view? From the above view it should be inferred that to certain extent 

performancest~hd~rds are decided by the management through meetings withthe subordinates . 

. ;; ; ·".: .. ·: 

.. .. ·: 

4.5 Performance · .·· 

The study focused on performance of.the organization and various questions were posed to the 

respondents who were requested to in.dicate thei~ level ~f agreement. The findings are presented 

in the following table below: · 

Table VIII: Perforniarice 

·- N Min Max Mean S.D 

Over the years we · have ·,. failed ·to '·tegister .· the , · desired . 114 1.00 5.00 3.89 1.246 
.. 

profitability targets ' • .. .. 

Weaknesses in internal controls is the reason. for the 114 1.00 5.00 3.86 1.104 
.. 

' 
occurrence of fraud in: our orgariization 

Internal controis have helped u,s to reduce ori errors and 114 1.00 5.00 3.85 1.358 

mistakes in our finaricialrepor(:ing 

Improvement in sales .volume is attributed strong internal 114 1.00 5.00 3.92 1.066 
,· · . ·· , . . . '·" :· ' . 

control systems in place : ·. 
:: ~ 

Our management integrit)' has played a great part in 114 1.00 5.00 3.99 1.141 

stimulating the financial performance of our company 

Source: Field data, 2013 . 
. · .. 

··: .,. . ·: . :-· . 

From table VIII, theanalysis of results shows (Mean =3.99, Standard deviation= 1.141) that the 

respondents . . were in . agre~ment that . the · management integrity has played a great part in 
' .· · ,···.. . ·. . . . . 

stimulating the perfm;man_ce of Steel and Tube Industries Limited. However, a standard deviation 

.49 ·· 



reveals a significant variati_on iri.Jhe views _of the respondents which could also relate to not 

clearly understand whether the m;;inagenient integrity has any bearing in stimulating the financial 
. . .- . . .. . ·. . . .. '··.. . - . 

performance of Steel and Tube Industries Limited. 

Furtherm;~e, the results 9f .the :s~~dy i:evealed:!(Mean = J.92; Standard deviation =1.066) that 
. . . · . . . (" - ....... · .. . · . .' '.· · ·. ·· .. . · -. . 

respondents were i~ a~eement ~~at -imp~ovemetit in sales volume is attributed strong internal 

control syste_ms in place . . Howev-er; a standard deviation reveals . varied responses about the 

statement This . can be deduced Jhat _although majority of the respondents agreed that sales 

volume is attributed strong inte_~al 9ontrol systems ip. place, in Steel and Tube Industries 

Limited the controls have to a ceita!n ~xtentriofr~~n11ted into improvement in sales volume due 

to weaknesses in place. 

It was revealed (Me(lh =:== 3.~9, standar<f deviaticm:;, l.246) that respondents seem to agree that 
- . 

over the years Steel . and _ Tube Industries Limited has -failed to register the desired profitability 

targets. However, _the standard devJatio~ reveals that there .were dispersions in responses from 

the respondents who participated in the study. One manager in an interview said that; 
. . . . ' . . . . 

Although we are performing :weli _ anq::our cgmpany_ is one of the best companies in 

paying taxes: in Uganda, we rr;irely .meetthe profitability targets set. 
. . ·. ·. ·, . , . .. -·:.. . . 

It should therefore be argued that Steel and Tube Industries Limited seldom meets its desired 

profitabiliWtargets. 

More so, the study ihclicated (Meal1 \ .·3.86, St~dard deviation :;:::Ll04) that respondents agreed 

that weaknesses in internal controls is the 'reasqn for the occurrence of fraud. This is cemented by 
:- ·;' . .. . 

a mean . value. However, a standard de~iatioh show~ diverse responses over whether the 

so 



weaknesses in internal control are the reason for the occurrence of fraud. From the interview it 
.-... · . ·· ::. ···. 

was noted that; 
. .. ... . . 

Occurrence of fr,aud hinders the growth ofthe company and this is the reason why the 
l • • • • • 

targets are ndt . all.vays met.' 'f¥hen there . are loopholes in the controls people can use the 
' . 

opportunity to misappropriate company's resources. 

This · state of affairsimplies •that tpsome extent weaknesses in internal control is the reason for ... · "· . .. ... ··:, .'. 

the occurrence of fra~d in. Steel m1d T~be fodustries Limited . . 

The finding of the study revealed (Mean = 3.85, standard deviation = 1.358) that respondents 
. . . .· . 

seem to agre~ Wit~ .~tate~e11t Jh:at i~temal -controls have helped Steel and Tube Industries 
. . 

Limited to reduce on errors and mistakes iii . its ' financial reporting. However, a significant .. · . . . -~' . .. -. . 
. . . . . 

standard shows diverse responses from the ~espondents on the smne, implying that they have 

different views pn .whether internal ~ontr~ls have helped Steel and Tube Industries Limited to 

reduce on errors and mistakes in ~ts fi11anc~al reporting: This could also mean that some are not 
.... ·• . .- . . ·. ; . . ·' 

. . ··.·. •. . . . . . -·. . . . . 

sure whether the co11trols in place have any inuch impact on the reduction of errors and mistakes. 

-~ . 

: .· · 

: .. · . . , 

. . . ": : . " . ~ . . ' ' 
·· . .... · 

· . . ::.:·: .. ·. 
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Regression tif Internalcontrol a~d ,PerformaJ.lce . 
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.The figure abo~e sh.ow~ that there is a linear relationship between internal control and 

performance. y =Jft~x + e .· ·• .: .· . 
Y=15.24 + 0.713X + e where Y ~ perfonnan~e, X =Internal control and e= error term of the 

regression results . 

. · .· . . . 

·4.6 The relationshipbe~een inter.nalconfro}'and performance 
··. · . _ . ·,- ·· . ' : ·' .·· ·· · . ., . 

The coefficient of deter~ination ~~s used fo test the rel~tionship between internal control and 

the performance of Steel arid Tub.e ·Industries Limited. findings are presented in the following 

table: -

, .. ·.· 

: . ·. 
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Table IX : Correl~tiori betWeen internal conti-olami performance 
Performance ., 

.· . .. 
Correlation Coefficient · ··. of Significance · of Number of 
coefficient determination the correlation respondents 
(r) (r2) (p) (n) 

Control Enviiohrrient ,843 . ' . .711 .000 114 
Segregation of duties . . 79T .635 .000 114 

.. ' 

Information and ·. ·.811 :.658 .000 114 

Communication 

Source: Field data, 2013 

: : •. ! ..... '·'. · .. 

From table IX, the study reyealeci th~t.there is a significant positive correlation between control 
. . . . . . . . . ,. . ~ . . 

. . . . 

environment .and the performance of Ste~larid Tube Industries Limited (r = .843, p<.000). The . . .. . . 

study also revealed that the coefficient of determination was high at (r2 
= .711). Implying that 

control environment influences the performance of the organization by 71.1 % and 28.9% is due 

to other factors not iri~luded in this ~ttidy , Jfth~ ~coinpariy improves on the control environment it 

can register good performance target. Thus, the research question which states that: "what is 
. . 

influence of control environment on perfor:mance of Steel and Tube Industries Limited?" was 

ans~e1~ed , • : .• · 

.· .. 

Furthermore; the study revealed that· there is positive correlation between segregation of duties 

and performance (r = .797, p < .000). The coefficient of determination was also high at (r2 = 
. . . . . 

. 635); Segregation of duties influences th~ performance of the organization by 63 .5% and 36.5% 

is determined by o~herfac;ors ~~tinclud~d in:tpis study. If there is proper segregation of duties 

in the company this can stimulate the performance of the company positively. Thus, the research 

question which states that "How do(;!S segregation of duties affect the performance Steel and 
. . .· 

Tube rlldustrie~ Lifuited ?':•was answered.· 

53 



The ~tudy . also shows that th~r~ ispositive ·correlation . between information and communication 
. . . . .. .. . . ~· . . 

and perform~nce(r~ :811, p < ;OQO(The coefficient ofdetermination was high at (r2 
= .658). 

· . . :·. · ... .. ,> ;. :·· .• ·. 

Information and communication determined performance by 65.8% and 34.2% is determined by 

other factors not included in this study. Thus, the research question which states that: "How has 

information arid comm~nication iiifluenced th~ perfmmance Steel and Tube Industries Limited?" 
. . . . . .: ··. ,". ' . . . . 

was answered. 

• • . • ! 

' .: 
.: .· 

:· :,. ,., .. 

. -~. ,; . 

• .. 

. ' . . 

-· · ... 

. ... 

.. ·. ··· 

· ..... 

:, . ·.·· . 

_;.- ; :. 

·· :' . 
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~HAPTER FIVE 

DISSCUSION; SUMMARY~ CONCLUSIONS AND RECOMMENDATIONS 

5.0 Iiltrodticti~n ·'. : ·., 
··,· 

· ... ... ..... . 

This chapter preser1ts the discti~siO~i of tlridi~gs, : stimmary of ·findings, conclusions and 

recommendations. It is divided into four sections. The first section presents the discussion of 

findings; the second se()ticm covei·s 'the summary of findings according to the objectives. The 

third sedion presents . conclusions a11d fourth section presents recommendations. 

5.1 Discussion of findings 
. . : . . 

5.1.1 Control environment and the performance of an organization 
. ~ -. . . 

The study re~e~led ~hat, to '. SOfl1:e ·' extent junior staff have a clear and close interaction with 
'. · . . .. 

•I'• 

management ·and that Sted ·arid Tt1b6. fodusfri~s: .Limited always· strive to create an environmei1t 

where everyone is free to interact with each other and are encouraged to correct their mistakes by . . 

getting assistance from thefr .colleagues. This finding is in agreement vvith Marcia (2006) the 
.... · . 

control envhonmehtenable people to correct their mistakes, get assistance so that they are in 
. . .. " 

position to rrieef ·performance targets. 'Froin the ~or~going therefore, it should be argued that there 

is no an orgai1ization can register good performance unless it has a strong control environment in 

its operations. 

The results also -i~dicated that -the mariagemerit · int~gdty in discussion of audit reports have 

played a great role in assessing whether the controls iti. place are effective. However, it was 

found out that staff performance is averagely monitored'and recognized. The implication of this 

finding isthadhere is apositiye relationship between control envir6m11ent and the perfonnance 

SS 

·.·. :·· . ·. 
.· .. . . .... " 



. . '."~ . 
. · .. .' . -.:: 

of Steel and Tube Industries Limited: ,This is ih '1:gredneht with Homgren and Sundem (2009) 
. . 

that control environnient provide reasonable assurance about reliable financial reporting and the 

performance of an organisation. Furthermore, Marcia (2006) identifies the control environment 

as the fo~riclatioh for all ot~er corii.po~ents of intem~l control · and thus has a direct bearing on the 

performance of an or~ani~atfon lnt~~~s offraud ~itigation, profitability level, level of mistakes 

and errors committed by staff. From the foregoing therefore it should be stated that effective 

control environment improves performance . 

.. : . . . '•·. 
· .: . .' · · .;., :·. . . . . . . 

. . . . ' 
. . ·. , ... ". 

5.1.2 Segregation ofduties alld'perf6rmrance of~n organisation 

The results of the study · indicated that . duties and responsibilities are segregated in the 

organization basing on the organisational structure. That tasks such as requisition for the 

purchase of' good~ m· ,servi~es, approval {or the purchase and reconciliations are done by different . . . . . . . . . 

,: • ' . "·, . 

people and that at e~ch stage Bf 'traO:s~cti~ri : vfu.idus people are involved to mitigate the 

occurrence of fraud, misappropriation of funds and to ensure that the business meets its 

performance targets . .. However it was noted that respondents had varied opinion about 
. . ' 

segregation of duties, and-this, coul~aiso ril~ati 'that some staff has no clear job description. 
. . .. .' .. · . . . . . 

. ~-, . 

: . : 

It was found out ·that segregatiori. .of duties can help the organization to register good 

performance standards. This is in line with Vullabhaneni (2002), that one area where many 
. . . 

companies c~n sig~ifjc~riily strengthen. their .internal controls involves segregation of duty 
. . . . . ··. . . . . ·.. . . , . . . ~-· · 

policies and this i~ often considef~d th6 ''primary i~te~~l control." It is imperative that there are 

adequate segregation of duties involving custody, authorization and control of financial 

documents and records and this has a direct effect of the performance of the organization. From 

, , ' : I ~: .. . 

. , . 56 ' 



. the foregoing 'iherefore itshould b~~tated ' th.at:pr6per : segregation of duties has a direct bearing 
. ··· ... : _ .. ,. , · · . ·.· .. · .. ;.: ', ··: .-: . ·.: .. 

:_:·._:·_ '; ..... 
·- .· .· 

. . '·· : on good performance. ··.·· ••... . 

5.1.3 Information and Communication and performance of an organisation 

The results. of th~ · st~qy . illdicat'~d ;that :_the_ 111anage111ent communicates to employees usmg 
·.· ,. ~ . 

notices, memos, ~m~ils and th.at\vheP. iss,µes .arise junioi staffS co~unicaie face to face with 

management. It was further noted that through meeting staff are able to decide how to meet the 

performance standards of the company. The study indicated that there is communication, poor 

iriformatiO:n flOwin• Steel arid Tub:~ Tµdustdes · Lirriit~d has hindered the• company to register the 
. . . ... ~ . . . . . . . . . _. :. . . .. . . .. -~-: . ., . . . . 

desired profitability l~ve'ls. · This f s in agreement with . Foiks · (2006), that one way to strengthen 

internal controls is by improving the . communication process. There have been numerous 

occasions where key stakeholders are unaware of major events occurring within a corporation or 

business .uniLThis .is pr;~blematic ;:ts:. there is no opportunity for management to fix something 
~ . . ·. . . .. . .. · • . ·, . ' . . . . · .. ... 

. · .··, . · 

that they are unaware ; is btokeii." Fr6m the fmegoirig there it should be argued that regular 

interaction and communication between departments is paramount to enhance effective financial 

performance in this process . 
.. ;_ . 

·,' .... · . . . ~ . . . . . . 

. ··-> · .... ·. _:_: _·: ·_ . 

It was noted that altl1ough it is important to share information about customers freely across 

organizational boundaries, it was discovered that it is not possible for the staff to have access to 

all valuable information relating to the performance of Steel and Tube Industries Limited. This is 

due ~o the f~ct th~t some pe9pfo tcin :leak tpe .infonnation to competitors. That sensitive 
" · •· . ·. .... . . .. · .. .. '. .... :.: .. : \ ... · . .:· ... ··;: ... . ·.;· 

information is kept in audio form, dataform and shared safely across the organization and this 

necessitates keeping accurately records because they provide information about the performance 

. : :.~. . .. ·· .. . : 
. . . :.·· ·:.: ... ·: .. · 

,.. . · .. :··· .~ .. ... . -~< . · .·. S7 .. > 

·.~· . . 



... 

., 
" 

··.:, 

of Steel and Tube limited. This is . in . line with Foulks (2006), that organizations should have 

informatiori~y~tems r~l~v~f1t to firi~ndatreporti~~ ~bjectives and sh~uld indude the accounting 
' . .- - . . . ·. :· · 

. . ' ·' . . . : ;. ~: : . :~. :' 

systems and consists of the pfocechires and recmds established to initiate, record, process, and 

report entity transactions (as well as events and conditions) and to maintain good financial 

performance for the related assets, liabilities, and equity. For example, a small company with 

activ~ . invblvement' ~ by the own~r aiid :~ a simple ; .computerized accounting system involving 
. ..,.-.. . . ··_; , . . . . ·. ,_::_ . :.·: . . 

.. · .. 

primary and honest cotiipetent 'accourit';l?t . rrray prdvide an adequate accounting information 

system. From the foregoing therefore it should be stated that effective communication and 

information flow has a direct bearing on good performance. . . ·. ·, . .. . 

· . .:: ..... . . · .. · . 

. • ' ' 

. ': .. ·-:_. 

5.2 Summary of the major Findings 

The finding indicated that there is a positive correlation between control environment and the 

performance. That control environment is the foundation for all other components of internal 
. . . . . ~ ' • ' 

contrpl artd . thus ha~ a. difec(be.aring .ori the p~rfonnance of an organization in · terms of fraud . ~ . . .. . . . . . . ' . . 
.. , ... · .· .,.; .. 

mitigation, profitability level; level ···ofrn1st~es and errors . committed by staff and thus by 

improving the control environment, the company can register good performance. 

: ;:_ 

It was fo~nd o~t t!)~t the~~ is positivecorrel~t1on b.etwee1i segregation of duties and perfom1ance. 
: ·, . . ·. . . ... · .. . .. . .. , '.: ; ,, . .. .. . 

That the organization can signifi.caht(y . stre~gt~~n its intema~ controls by involving segregation . . . .. , .. , 

of duty policies. It is imperious that there is adequate segregation of duties involving custody, 

authorization and control of financial documents and records and this has a direct effect of the 
.~ . . ··~ . . 

performa~ce of the : {)rga.nization. ,Fr6.Il1 the foreg~ing therefore it · should · be stated that proper 
. ·. ·. :' • ' 

. -~ .. 

segregation of duties has a direct b~aring 011 good performance 

,·,. 

... .. ,,. 

. . . ~ ·. . . 
. . 
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The study indicated that there is positive correlation between information and communication 

and performance. It ~as noted that one way to strengthen internal controls is by improving the 
·;· ... 

communication process; It wa~ ncitetl th_atth_e.re. • is :~ need to share information within the . . . . . . ... -.· .· . . . . 

organization and the'~rgai1i~~ti~n: ~ho:~1ld acl~pti~fmmati~n system which is relevant to its needs. 
. .. . . . ' .. ', . . · - . .. · .. . . ·· .·.. . . . . 

It was noted that although it is important to ·share information about customers freely across 

organizational boundaries, it was discovered that it is not possible for the staff to have access to 

~ii valuableinforfu~tio11 Felatingtqt~e p~rfonnap,ce of Steel and Tube Industries Limited. This is 
··. .. . _:-.. {··: 

due to the fact that •sbine· ;e~ple can,Jeak .tl~e · inforniatio~ to competitors. From the foregoing 
. . .. - · .. .. 

there it should be argued that regular interaction and communication between departments is 

paramount to enhance effec.tive financial performance in this process 

. : · 
. . · .• ; -

- . -~ . . 
·.· . , :. 

5.2 Study coriclusio~s - ; > 

This study focused on internal control and organizational performance using a case study of Steel 

and Tube Industries Limited. The study indicated that internal control practices together with its 

c~niponent of: co~ito{ e~vir6nmerit; :~egre~~tion qfdu;ies and information' and communication 
. :. : ... : . · .. · .. ·. ·:' - ~ ... _: . . .·. 

·' . . ·" . ' . ·::_ ..... .. .. 

have a direct bearing on perfonria~ce pf t~e organisation. The . study indicated that control 

environment influences positively the performance of Steel and Tube Industries Limited by 

71.1 %. That segregation of duties determine the performance of Steel and Tube Industries 

Limit~d positi~~ly .by 63 .S%, - follo~ed by_infopmation· ~nd communication which influences the 
·' '. . - . . .. 

performance _of Steel and T~be Trid~~~~ie.sLill1ittxl :positively by .65.8% respectively. Therefore, 

by improving the control environment, proper segregation of duties and improving the 

information and communication can_ enable Steel and Tube Industries Limited to register good 

performaD.~e t~rgets. · 
.· . .-·· . 

__ ·,, .. · 

.. . : 

.. ·. ;· 

' .· 

'~ . . .. . ' .. :. ·• ·. . 
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· S.3 Jle~~mme~~a~i<lri~ · : .. ·· 
-·: ... ,. .. ·: ·. , ,_· 

Based on the findi~gs, discussion ~d :co~dusioris, it is recommended in this study that; 

The management should ensure that the control systems and procedures put in place are effective 

so as to stirnµ!atethe pei;forinanc:e of the.organization .· 

The management should evaluate access controls of fixed assets such as locked doors, filing 

cabinets, and drawers, and safes. The number of individuals with access to the keys or lock 

c'ombinatiort~ shoµ1d be . a~ few as :possible. Locks should be changed when employees who had 
. . .. · . ~. ' . ,~ . .. . . .. ' • ; . ~ .. . ... : . . . 

''•. ~ . . 

keys to signific~t ain.ounts ofas;set~ ,teiminate. ·· 

The management should ensure that there should be an effective internal control system in 

·respect of pljr~hases and disposals of ass¢ts. the process should be authorized and approved by 
. ·. · ., ... . : .. , .. .. ·-·' .• 

the boards of d!recfors of the ~onip~ny. . • ··: . 
. . . . : . _... . . . . . ~ 

There should be proper division of duties regarding completing various stages of payments by 

cheques and that the whole procedure should be authorized and supervised by responsible 

officer. The:~efoi·e, ~uch cpn.tr()L \\rilf ·enaple the . organization to minimize misappropriation of 
:.'· .. 

cash by unauthorized em;loyees'. i . . 

:- .. · .. .... . : ...... . ·. 

. . 
:" .. ~. . .. 

There should be regular check-ups by responsible officer to ensure that the asset exists. The 

existence .?:f fixed .as!5ets as s~ownin the palaq.c~ sheet should be confirmed. ·. Some assets may be 
. . •· .. 

stolen or destroy~tl but stlltthos.e ·assets _8:ppeaf in th~ balance sheet. This . entails that physical 
. ·.;·. 

. . . .. ' . . . -: ·. ·.· 

inspection of assets reveals whether asset exist or not. 

. ·' . : .· 
. · ' . 

: · ·< ... ·... . '· ..... --. 5· 0 . 
: . : .. · 

•' .. . . 
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·_.·; . ·.· 

There is a need to evaluate the control environment in which the business operates since control 

envi~ol1!Ileilt playsag~eat p'art:fowards the ,per:formance of the organisation. 
. . . . .. :· . : .... , • ; . ' .. ·.,.-;· .· . . ·: · · ', : .. . 

::. _ ..... . ·:· · 

Lastly the management mtist ensure that · there effective communication and information low 

within the organization so that people get to know what is expected of them by the organization 

. I .".~ . 

.. - . . " . : - ·. ; ~ :· ·. . ·~ -.. . 
:: ' ·.1. 

···.· .... · .· 
.. ;·. 

. : . ' . . . 
''.; ·::=. •, .. ··: .. ·.·. 

5.4 Areas for Further Research 

The researcher recommends that investigations should be done on asset verification controls put 

in place by Steel and Tube Industr~es Limited or any other organization to enhance performance. 
' . .. ·.· .' · . .. · '; . .. ·. . ,·.. . . 

The study suggests ·'. different. research:_tooi~ to. be 1.lsed in orde~· to test the relevancy of asset 
. .. . ·. . . ·. ·,· . .. ' . . . . .. '" . ;; : ~· . : . ' " . . . . 

verification controls towards performance'ofan org<lli.iiatiori . . 
. . 

.::··· .. . .. 

~ .... 
~ ..... 

. ··· .... ... 

. .. . , 
.. : . .. 

. · .. 
. · .. 

:., '. . ··. . , .•· . . . . . ' 

.. ·· ; ... '· 
.. 

. · ... ·.· . ..•.... ···.• ... · .. ·. · . , .. 
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STAFF QUESTIONNAIRE 
,;r 

.,_, Dear Respondent, . My· h~e is . Muhwezi Abia.s. l. all'l. ,cur:rently carrying out a study for the 
.. ; :_:·_(:: .· ·~ ···::: <"" :: ... ' . . ., . .... 

purpose of writing . a di~sertation· : ~s ~ i"eqrtii;ement . for the a~~rd of Master of Business 
: ,•. ', .· . ··· .. -· . . . _· ;: ' 

Administration at Kyarribogo University. The topic of study is INTERNAL CONTROL 

PRACTICES · AND ORGANIZATIONAL PERFORMANCE IN STEEL AND TUBE 

INDlJSTRrES LIMijED, · You :ha~e>beeri seleded to participate in this study due to the . . . . ~. ·. . . : . ; :. . . . . . . - . . .· . '• . .. .. . . . . . . 
. :' .. .... :·,.: ... 

importance of your ipfo1:mati~n in the study~ . The information you provide will only be used for 

the purpose of this study and will be treated with utmost confidentiality. 

· Please feel free. and answer all the questions truthfully. 

Section A .. . .... _. . -· . ... . 
; .,,·.· 
. .' . . .. ·. . . . ';.; ...... 

··· · · .. 
RESPONDENT'S BACKGROUND .· .. · ..... 

1. In what age bracket do you fall? (Circle where appropriate) 

1. 18-25 

-. 
" 

· 2. ·26-js ·· : · · .. ·. 
·~ . ·.· . , .. 

3. 36-45 

4. 46-55· 

5. 56+ 

. ·.··::. . :~.-.: :~: .·.:.: .. :. . . 

1. 1-3 years "": .·· 

·.:. ' 

2. 4-6 years 

3. 7~10 yea.rs . .. 

4; ·. l .O+ye~s .. 
· :. , . : . 

. : .. :~· . . : . . . . :· . .·, 
. ... ~ ... " .... 
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..... .. ·.· .•.. .. <.. :-· 
. · .. '.··:. · . . ., : 

·:·: . •· .. ·.· 

3. Which system d.o you\1se in Steel and Tube fodustriesLimited? 

1. Computerized system 

2. Manual system . ··: ·.'· 

Section B: 
. . · . . ···_ .: .. ·:. 

·:··. 
.-· ... .- .. ·· .... ··_:._ . 

· .. · . 
. . ·. ~ .· .· ... -;.. · .... 

Please rank the following statement on likert scale ranging from strongly disagree to strongly 

agree. Where; 1 = strongly disagree, 2= disagree, 3= not sure, 4= agree and 5= strongly agree 

... 
c6ntr:()l .·enyiron.nient ... ... " . .. 1 2 3 4 5 . . 

. .- .... ~ . . .. .. 
_:, . . 

I have a clear and close 'interadi.on wHh man~gerrient 

When I perform well management recognises me 

Management closely monitors my performance 
.. 

People who rriake mi~taj<.es ilre encopr'.ag~_gto - ~hare _the*1 ·'Yidely so tha.t 
. . .: .. :_::·: .. . . 

·. . · ·· 

others can learn 

Honest and original mistakes are recognized as an indication of initiative 

and courage . 
·=,'· . ···. . ... 

Our internal audit is suffic~eriilY staffed· 
.. 

. . . . . . 
.. . : . . 

.. \ 

Internal audit report addres~ weaknesses ii'l our 1ntetjlal control system 

Internal audit reports are produced regularly 

Management discusse~ int~mal audit reports frequently 
.. 

The degree of integrity eJ(hiqited iµ ~ 01'garusafifin improves performance . 
··.· , . . ,., 

';. 

".::. 
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.·· , · . 

Section C: Segrega"tionof4uti~s . ·< :' ·: , . __ . . 
'·. ;._:' .. 

·:: 
.. . -.. ~. ··-

Authorization and approval , . . 1 2 3 4 5 

When I make a requisition for the purchase of goods or services, I don't 

approvy the. Pl}i¢has~ ,: . .. . ., .. : . ... 
'· " ·:··· '" ·· .. " . · ·' 

When I approve the .·· purchase ·.· c)f .goods 'or . service$; I don't reconcile the 
; 

monthly financial reports. 

When I approve the purchase of goods or services I don't obtain the custody 

of checks. ·. 
. . . 

' •. 

' ... , . 
. - . . . 

When lmainfafo a!!d :recondie.the' a,<::cm~11tirig;\ecor4sldon't obtain th~ 
.. -

- " ... 
" 

custody of checks. 

When I open the mail and prepare a listing of checks received, I don't make 
. . : .,. . ·. 

.. . .. . .. 
the deposit : .. 

'. 
.. 

.. 
" : ,." .. 

: ,'.:::· ·:, 
. : ·' " 

When t open the mail and prepare a)tsting· ofc~e.cks i-e<::ei:Ved, I don't ' 

maintain the accounts receivable accounting records. 

Approval of related transactions affecting those assets and Recording or 

reporting o.f r~iated tr~~s.~ctioris is 'not done by the same person 
... . . .. '£ 

, •. "··: .. " " 
Our organisational structure spells ouqh~ duties aria re~pbnsib.iliti~s Ofea_ch ". 

. ..·. ' . ... 

employee 

There is appropriate supervision by senior staff on the work of their juniors 
. .. . . 

Different stages in the management of business ar~ done by multiple people 
' .... 

in Steel and Tube Industri~s-'Li~ited 
.. . .._ " . _:·:~ . 

, . 
. .· ~ ;. . .. .. 

: . : .. '.. _.··. 
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Section D: Information and communication flow 

Commtmicatiort . . · ,·., .· . -: _ .- ··· . .. : .. . · .• .. i.· . · .>:. 
... .'. .: ·' :. ' ... : ' . . . . .. : : .. :·. 

Management communicates to nie ~spedaliytfuouglrii9tices 

The most mode of communication is through emails 

When issues arise we communicate face to face with management 
. " 

I usually receive meri10sfrd1~1iiianagemerit as a way ofcoill.rpunication 
.. . ( : ... . . ; ~ . ·. : . . . . .. : . •·. . . . 

." : . -··· " 

Through meeting staff are able to decide 11ow,.t6 meet the performa11ce . 

standards of the company 

Poor informationflow in Steel and Tube Industries Limited has hindered the 

company to register. the desiiedpr6fit~bili~r !~v~~s . < . . ·.· . .. 
:•: i. 

Accurately record provides infotmati01i" ~boiifthe• performance of Steel md 

Tube limited 

Information 
. .. 

. .. ·· . . .·; _·. 

I usuallyreceive informa.tion.:in_-fiata fqtiri:!Jnfonna!io~is lJSually kept sa::fe in . 

data form 
.. _.: .·.· 

Fear ofleaks to competitors keeps us from sharing information with other s in 

the company who rn.ight need jt 
·:·. , ·_. 

Informaticm'is kept in au(ito .fonnari~ shated~ safely across~~IJ.eorga.nisatioIO. 
• • • • --•. : • • • • • .I • . • . . ~· - : .: ~ : • • • ' • 

We share information ·about customers freelf across organizational 

boundaries 

It is not possible for th~ staff to have access to all valuable information 

relating to the perfonri@ce a.fSteelanc! Tube I!].dustries Limited 
. . :.· .. :· .· '.:·; · .. · ... .'-: . 

·. ,,. _ . 
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.. :·. '. 

Financial Performance · ' i 2 3 4 5 

Over the years we have failed to register the desired profitability targets 

Weaknesses iri,inteinal contfolsis the reason.for the occurrence of fraud in 
: .. : 

:·>= : ... ·.· ·: 
· ··:\. . · . . ··.· .· . . ... · 

our organization .. : 
. . 

• .• : ... .. 
.. 

: 
.' ·' 

·.· 
Internal controls have helped us to r~duce on errors and mistakes in our 

financial reporting 

Improvement in .sales volume) s a~ributed strong internal control systems 

: : 

in place : . . 
: . ' . ·; · .. .,. .. .. ,. .... : . . · · .· ... .. : . . .. 

~~ .... 

Our management integrity has played a · great 'pait iii stimulating the . 

financial performance of our company 

.. : ····. 

. . .. 

. Thanking y~u f~r your participation. 

END 
! 

:· ... 

'. : . ·. ~ · . 

. ·, . 
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A.PPENDIX TWO: INTERVIEW GUIDE 

. .. . . . 

Interview Guide; 

1. What is your position in Steel and .Tube limited? . 

2. What manageniendevel ,do yoti'o~ctipy by ~irtue of yot1r position in Steel and Tube Industries 
• • • _., _ 1 . , • 

Limited? 

3 '. In your opinion, does Steel and Tube limited operate systems of internal controls? If so how 

does your role sup po.rt it? · .. · .. · 
. . . . _, '• -. . . 

:·., .. ·. : ···.· .:. ··:· -~ . · .. . . . ·. 

4. Are the systems drb1tefoaJ control$ 'r~fer~edtoitl :3 ~~bve functioning 'as th~y are intended to? 
. . . . ' . ~. . . . :- . . . ' .. . . ,. ~ . . 

: . . ~- ., ... : . 

5. In your opinion, what wouldyou consider to 'be the main measures of perfo~ance in Steel 

and Tube limited? 

6. In your opinion, .what is the influence of control environment on the performance of Steel and 

Tube limited? 
: . . · :.' 

.. ··.'. 

7. In your opinion, what .is the infTue:nce of segregation of duties on the performance of Steel and 

Tube Industries Limited? 

8. In )'OUT opinion, what is the influence of infmmatfon and communication on the performance 
· . . ··. · . . ~ · .. . :~ .. . 

of Ste~l and Tube Indu~trit:!s ' ·Linihed? < : · . .. · . .. 

. Thanking you for your participation. 

END 

· · -. : .
.. ··: .. :.':._ · ... · . .' . . ·. · ... _·. 

> · .. . ·. ·· : 
,. :._ .. ,: .. . . 
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