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ABSTRACT

Internal Control Systems (ICS) are implemented to steer an organization toward
profitability goals and the achievement of its mission while minimizing surprises. ICSs
empower management to navigate a rapidly changing economic and competitive
environment, address shifting, customer demands, and priorities, and restructure for
future growth. This study examines the impact of internal control systems on
organizational performance in the Gomoa East District Assembly in the Central Region
of Ghana. The study employed convenience sampling techniques to select employees of
the Gomoa East District Assembly as respondents. Correlation and simple regression
analyses were used to derive the findings which were based on responses from one
hundred and twenty (120) employees. The study concludes that ICSs significantly and
positively influence organizational performance and It recommends that management
should maintain their level of internal control systems by effectively monitoring and
separating evaluations of the control systems.
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CHAPTER ONE

INTRODUCTION

1.0 Overview

Successful organizational performance is an ongoing challenge (Nwachukwu & Emoh,
2011). Organizations face internal and external forces that call for a strategy to help them
continue to be relevant and competitive in the business environment (Strickland, 2007).
The organization®s ability to meet their objectives with respect to remaining competitive
and relevant rests largely on the policies and strategies as well as the effectiveness of
procedures established to safeguard their operations (Kaplan, 2007). Originating from the
agency theory and buttressed by the contingency theory are internal control performance
which ensure effective management of resources in addition to effective and efficient
operations (Jokipii, 2009). Owing to the changing competitive surroundings, the extent to
which internal control performance of organization®s must be extensively structured to
safeguard continuous increase in returns has become obvious (Ndungu, 2013). Many
organisations embody numerous dreams, yet they deliver many frustrations (Andersen;
2014). Performance of many organisations has been a disappointment to stakeholders and
beneficiaries (Amponsah & Darmoe, 2014). Given the growing demand for information
from internal and external stakeholders, the Internal Control Systems acts as a type of
assurance for ensuring accurate reporting and the accomplishment of a firm's goals.
Moreover, the most successful businesses place a high priority on security, privacy, and
effective information management. This study seeks to investigate the role of internal

control performance at the Gomoa East District Assembly. This first chapter of the study
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covered the background, statement of the problem, study purpose, objectives, research

questions, hypotheses, significance, justification, and scope.

1.1 Background to the Study

1.1.1 Historical Background

Internal controls and organizational performance have existed since the emergency of
organized systems. When the Israelites were in the desert during their exodus, Moses
their leader recognized the importance of keeping accurate records as a control activity.
In Exodus 38:21 -31, it is indicated “These are the accounts of the Tabernacle...” (Gellis,
Giladi & Friedman, 2002). Tallies provided the earliest form of internal control as control
activities until they were officially abolished in 1826. Internal control was implemented
by splitting the tally stick lengthwise through the notches and each party to a transaction
keeping one half of each tally stick which be audited by fitting the two pieces together to
determine if they were tallying (Oseifuah & Gyekye, 2013). However, internal control
was first described in 1949, by the American Institute of Accountants as measures that
provide reasonable assurance that transactions are executed as authorized, recorded and
access to assets is as only as authorised (Rikhardsson, Best & Juhl-Christensen, 2006).
Following the illegal payments made by U.S. corporations, as seen in the Watergate and
Lockheed scandals in the 1970s, Foreign Corrupt Practices Act of 1977 (FCPA) was
enacted in 1977. It clarified mandatory establishment of the internal control mechanisms
for the first time for publicly owned corporations (Nakano, 2009). Internal control has
gained prominence over the years because of a number of undeniable corporate scandals
that have cost organizations huge sums of their finances leading to the collapse of some

corporate businesses (Meintjes, 2013). Internal control includes a number of methods and
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measures, which are exercised by the management to ensure smooth and economic
functioning of business entity. It assists the management in the performance of various
functions (Shanmugam, Haat & Ali, 2012). A system of internal control is put in place to
keep the organisation on course toward profitability goals and achievement of its mission
and to minimize surprises along the way. Internal control promotes efficiency, reduces
risks of asset loss, and helps ensure the reliability of financial statements and compliance
with laws and regulations (Ratcliffe & Landes, 2009). Essential components of an
effective internal control system as: control environment, risk assessment, control
activities, procedures and practices that ensure that management objectives are achieved
and risk mitigation strategies implemented, information and communication, and
monitoring. These elements must be present and functioning effectively for any internal
control system to achieve organization®s objectives (Amudo & Inanga, 2009). Several
scholars such as (Dineshkumar and Kogulacumar, 2013); (Muraleetharan, 2011);
(Nyakundi, Nyamita and Tinega, 2014) relating internal controls and organizational
performance can are cited by (Muraleetharan, 2011) as related internal control and impact
of financial performance of the organisations in public and private organisations. using
regression analysis, the study revealed that a positive significant relationship between risk
assessment, control activities, procedures and practices and monitoring internal controls
performance but the relationship was insignificant for control environment and

information and communication internal controls.

1.1.2 Theoretical Background
This study was informed by the Agency Theory by (Alchian and Demsetz, 1972) and

further developed by (Eisenhardt, 1985, 1989) and (Jensen and Mekling, 1976). This
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theory deals with agency problems resulting from conflicts of interest that may emerge in
contractual relationships. The Agency Theory explains how contracting parties design
contracts to minimise the costs associated with such problems. The typical case of agency
relationship is the one that exists between an employer (the principal) and his employee
(the agent). In an agency relationship, the principal wants the agent to act in the
principal's interest. The theory suggests that this calls for oversight. The goal of oversight
mechanisms in an agency relationship is to constrain the agent from acting improperly
and provide it with incentives to act appropriately. The theory expounds that the company
(the firm) is a “nexus of contracts” between shareholders (principal) and management
(agents for the principal). Management are contractually bound to work for shareholders®
best interests but if management know that they will not be monitored and potentially
punished, management may exert less effort than possible (shirking) or take advantage of
company‘s resources for their own personal benefit (Musalem & Palacios, 2004). Agency
loss is minimized when the principal and agent share common interests (Niskanen 1971).
This theory pointed out that managers of organisations may not act in the interests of
other shareholders. This therefore called for mechanisms that would reduce fraudulent

intentions of agents.

1.1.3 Conceptual Background

Internal controls refer to a 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 operation and compliances with applicable laws and

regulations (Shanmugam, Haat & Ali, 2012). Internal control and performance include
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control environment, risk assessment, control activities, procedures and practices that
ensure that management objectives are achieved and risk mitigation strategies
implemented, information and communication, and monitoring (Amudo & Inanga, 2009).
In this study, the role of internal control performance referred to control environment,
monitoring and control activities. Control environment is the attitude toward internal
control and control consciousness established and maintained by the management and
employees of an organization (Unerman & O'Dwyer, 2006). Control environment in this
study refers to appropriate policies, management tone, mission and objectives and
sufficient supervision. Concerning monitoring of activities refers to the process of
assessing the quality of controls through ongoing and periodical evaluations of the
external supervision of internal controls by management or other parties outside the
process (Agbejule & Jokipii, 2009). In this study, monitoring is the internal control
activity that involves evaluation, audit, inspection, supervision. Regarding control
activities refer to the policies and procedures that help ensure management directives are
carried out (Ratcliffe & Landes, 2009). In this study control activities referred to physical

controls, appropriate staffing and stakeholder involvement.

Again, organisational performance refers to ability of an enterprise to achieve such
objectives as high profit, quality product, large market share, good financial results, and
survival at pre-determined time using relevant strategy for action (Obiwuru, Okwu, Akpa
& Nwankwere, 2011). In this study, organizational performance was defined as
effectiveness, efficiency, development, innovation and quality. Effectiveness refers to the
ability of the organisation to meets its objectives. Efficiency is the ability of the

organisation to use the least possible resources to meet its objectives. Development is the
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organisation®s ability to develop its capacity to meet future opportunities and challenges.
Innovation is the capacity of the organization to introduce new products and processes.

Quality is the producing of products of very high standard (Katou, 2009).

1.2 Statement of the Problem

Internal controls are usually instituted by an organisation to provide reasonable assurance
about the achievement of an entity“s objectives with regard to reliability of the financial
reporting, effectiveness and efficiency of operations and compliance with applicable laws
and regulations (Ejoh & Ejom, 2014). In this regard, the Gomoa East District Assembly,
the assembly base operates a robust accountability system which rests on internal controls
and oversight mechanisms, and tools to promote transparency and integrity as stipulated
by the Ministry of Finance. Office of the external auditors oversees the use of resources
and staff of the Organisation through the provision of audit, investigation, inspection, and
evaluation services. The assembly promotes responsible administration of resources, a
culture of accountability and transparency, and improved programme performance
(Abbas & Igbal, 2012). However, despite implementation of internal controls, the Gomoa
East District Assembly has often been criticized for being a failure and mismanaged of
funds. This study thus sseks to establish the role of internal control performance of the
Gomoa East District Assembly looking at control environment, monitoring and control

activities.

1.3 Purpose of the Study
The purpose of the study is to examine how effective internal controls impact the

organization of the Gomoa East District Assembly's overall performance.
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1.4 Specific objectives

The specific objectives of the study are:

1. To assess the condition of Internal controls and organizational performance in Gomoa

East District Assembly.

2. To investigate whether there are significant differences in the internal control systems

in Gomoa East District Assembly.

3. To examine the effect of internal control systems on organizational performance in

Gomoa East District Assembly.

1.5 Research Question
1. What are the conditions of Internal controls and organizational performance in

managing the Gomoa East District Assembly?

2. What are the ways to detect the significant differences in the internal control systems

in Gomoa East District Assembly?

3. What are the ways to examine the effect of internal control systems on organizational

performance in Gomoa East District Assembly?

1.6 Significance of the Study

This work is significant since it makes both a knowledge and a policy contribution to aid
internal control systems in the Gomoa East District. The study seeks to play a vital role in
adding to the body of scholarly literature on internal controls in the Gomoa East District
Assembly. Also, it will provide intuitions to support future research regarding internal

control systems for organizations in this sector. This is because to the best of the
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researcher’s knowledge there has not been much prior study on the effect of internal
control systems on organizational performance. The other significance of the study is in
relation to the internal audit function. One of the management tools for strong and
effective internal control is strengthening the internal audit function but in most of
construction projects the role and contribution of the internal audit is limited. The reason
behind is that the role of internal audit in projects are not considered as important.
Accordingly, this study was magnifying the role of internal audit on strengthening the
internal control in their duty of providing timely and independent report to decision

makers.

The findings of this study will also provide new avenues for discussion for young
professionals or academics in the academic and professional fields of accounting. By
serving as a source of pertinent literature, this study will also be a beneficial guide and
source of information for other students who will pursue their studies in the future.
Again, the research will help policy makers in the ministries to formulate appropriate
policies that will enhance growth of MMDCE:s in the country. Finally, the findings made
from the study would also improve organizational performance in Ghanaian financial

industries.

1.7 Scope of the Study

The study looked at the role of internal control on organizational performance. Internal
controls were studied in terms of control environment, monitoring and control activities.
Control environment covered appropriate policies, management tone, mission and
objectives and sufficient supervision. Monitoring looked at evaluation, audit, inspection,

supervision. Control activities included physical controls, appropriate staffing and
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stakeholder involvement. On the other hand, organisational performance was studied in

terms of effectiveness, efficiency, development, innovation and quality.

1.8 Definition of key terms

Control: Any action taken by management, the board, and other parties to manage risk
and increase the likelihood that established objectives and goals was achieved.
Management plans, organizes, and directs the performance of sufficient actions to
provide reasonable assurance that objectives and goals was achieved. Institute of Internal
Auditors (ITA) and International Organization of Supreme Audit Institutions (INTOSAI

GOV 9100)

Internal Control: Internal control can be simply defined as, the process by which an
organization governs its activities to effectively and efficiently accomplish its mission.
(INTOSALI, 9120). Internal control is also defined as “the process by which managers
assure that resources are obtained and used effectively and efficiently in the
accomplishment of the organization objectives, (Adewale, 2014). Internal Audit: Internal
audit is an independent management function, which involves a continuous and critical
appraisal of the functioning of an entity with a view to suggest improvements there to and
add value to and strengthen the overall governance mechanism of the entity, including the
entity's strategic risk management and internal control system.” (Standard on Internal

Audit (SIA, 17).

Internal Auditor: Internal auditor is an independent, objective assurance and consulting
function established by the Proclamation 648/2001 to conduct an internal audit. (FDRE

Proclamation 648/2001).
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Control Activities: Control activities are the actions established through policies and
procedures that help ensure that management™s directives to mitigate risks to the
achievement of project objectives are carried out. Control activities are performed at all
levels of the project, at various stages within the project, and over the technology and

project environment. (COSO Framework).

Project: A project is a one-time, multitask job with a definite starting point, definite
ending point, a clearly defined scope of work, a budget, and usually a temporary team. Or
a project is a problem scheduled for solution. Or it is a sequence of unique, complex, and
connected activities having one goal or purpose and that must be completed by a specific

time, within budget, and according to specification.

Success: can be defined as having achieved objectives: Within time, within cost, at the
desired performance/technology level, while utilizing the assigned resources effectively

and efficiently, (Haroldkerzener, 2009).

1.9 Organization of the Study

The study was organized in five chapters; the chapter one deals with the introduction, the
background of the study, statement of the research problem, the aim and objectives of the
study, research questions and hypotheses, significance and the scope of the study and end
with the organization of the study. The chapter two of the study contains review of
relevant literature to the study and the establishment of the theoretical, empirical and
conceptual review or framework for the study. The chapter three established the
methodology used in carrying out the study and the statistical tools used in the analysis of

data. The results and discussion of both primary and secondary data is carried out in the

10
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fourth Chapter. The fifth chapter concludes the study where the findings, summary,

recommendations, conclusions and limitations of the research are established.

11
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CHAPTER TWO

LITERATURE REVIEW

2.0 Introduction

This section of the research study focuses on the review of related journals, articles, and
documents in the context of the research study. Literature review provides a framework
for establishing the importance of the study as a benchmark for comparing the results
with other findings (Creswell, 2009). The literature covers theories that will be the basis
for relating internal control and organizational performance. The various models, the
theoretical framework guiding this research study, the various empirical studies, and the

conceptual framework for the study were all revealed in the study.

2.1 Theoretical Review

In order to complete the research and literature review, there is a need to evaluate the
various theories that guide this study. This is critical since it gives much scholarly
backing to the interrelationship between the various variables that have been adopted for
the research study. This study was based on the Agency Theory developed by Alchian
and Demsetz (1972), Eisenhardt (1985, 1989), Jensen and Mekling (1976). The theory
explains the relationship in which the employer (the principal) engages another person
(the agent) to undertake services on his or her behalf which involves delegating part of its
decision-making authority to the agent (Goel & Vashishtha, 2014). In the context of an
agency relationship, a fundamental dynamic emerges: the principal's paramount objective
is to ensure the agent's actions align with the principal's interests. However, it's important
to acknowledge that the agent possesses personal motivations, which can diverge from

those of the principal. Consequently, there exists the potential for instances where the

12
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agent's actions might not be entirely aligned with the optimal interests of the principal.
Then, the principal's problem is consequently to design an incentive contract that induces
the agent to undertake actions that will maximize the principal's welfare. However, both
the principal and agent are confronted with uncertainty. This uncertainty may appear in
various ways. First, the principal is uncertain about actions undertaken by the agent
and/or information held by the agent. The mainstream-economic theory terms the
principal's uncertainty state asymmetric information. There is a state of asymmetric
information because the agent holds information that the principal does not. Also,
uncertainty bears on the outcomes of the agent's actions. An agent is uncertain about the
outcomes of his actions. For the principal, this latter phenomenon manifests itself more
precisely with the fact that the principal is uncertain about the causality between the
agent's actions and the outcomes. This state of uncertainty and the resulting state of
asymmetric information that exists between the principal and his agent impose certain
constraints which complicate the forming of the contract. These constraints create two
kinds of problems: a moral hazard and/or an adverse selection problem (Padilla, 2002).
Padilla (2002) explains that the moral hazard problem arises when the principal cannot
observe agent's actions because there is a positive cost of monitoring agent's actions and
he is not even able to perfectly infer agent™s actions by observing the outcome because
the agent™s actions do not completely determine the outcome. On the other hand, an
adverse-selection problem appears when the agent possesses information that may prove
useful to his decision-making and the principal does not know it. Therefore, the principal
cannot determine if the agent has made the most appropriate decision in light of the

information possessed by the agent precisely because the principal does not have this

13
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information. Strictly speaking, the principal confronts a situation characterized by an
information asymmetry. Due to the moral hazard and the adverse selection problem, there
is the need for oversight. Musalem and Palacios (2004) indicate that the goal of oversight
mechanisms in an agency relationship is to constrain the agent from acting improperly
and provide it with incentives to act appropriately. The theory outlines that the firm is a
“nexus of contracts” between shareholders (principal) and management (agents for the
principal). Management is legally obligated to operate in the best interests of
shareholders through contractual commitments. However, when management perceives a
lack of oversight and 0 potential consequences, they might reduce their level of
dedication or exploit company resources for personal gain. As a result of information
asymmetries and self-interest, principals™ lack reasons to trust their agents and will seek
to resolve these concerns by putting in place mechanisms to align the interests of agents
with principals and to reduce the scope for information asymmetries and opportunistic
behaviour. Various mechanisms may be used to try to align the interests of the agent with
those of the principal, such as piece rates or commissions, profit sharing, efficiency
wages, the agent posting a bond, or fear of firing (Musalem & Palacios, 2004). This
theory pointed out that managers of organisations may not act in the interests of other
shareholders. This therefore called for mechanisms that would reduce fraudulent
intentions of agents. However, the problem with the theory was that it overlooked
considerations like employees” commitment, responsibility to the organisation and
intrinsic motivation among others. However, of greater significance was the theory's
emphasis on the pivotal role of internal controls. Consequently, this theory served as the

foundational framework for establishing a connection between internal controls namely,

14



University of Education,Winneba http://ir.uew.edu.gh

control environment, monitoring, and control activities and their potential impact on

organizational performance.

2.2 Empirical Review

2.2.1 Internal Controls Performance on Organisation

Control environment is the attitude toward internal control and control consciousness
established and maintained by the management and employees of an organisation. It is a
product of management"s governance that is its philosophy, style and supportive attitude,
as well as the competence, ethical values, integrity and morale of the people of the
organization. The control environment encompasses the attitudes and actions regarding
control (Appiah, 2012). Elements of the control environment include the organizational
structure of the institution, management’s philosophy and operating style, the integrity,
ethics, and competence of personnel, the external influences that effect the organisation®s
operations and risk management practices, the attention and direction provided by the
board of directors and its committees and the effectiveness of human resources policies
and procedures (Ndamenenu, 2011). Mihaela and Lulian (2012) in a study on internal
control of Romanian listed companies established that improving internal control led to
improvement in performance. An environment that promotes implementation of internal
controls should ensure that employees know about the generally accepted acts governing
the ethical behaviours with the special attention paid to the rules on avoidance of the
conflict of interest, prevention of fraud and reporting on suspected corruption, fraud and
other illegal deeds. The head of the entity adopts internal procedure that every new
employee with the signing the work contract receives the legal document and is given

respective training. It is important that every case of infringement is taken in procedure as

15



University of Education,Winneba http://ir.uew.edu.gh

a demonstration of the decisive attitude of the management (Katnic, 2011). Flowing from
the above, the board of directors should show concern for integrity and ethical values.
There also must be a code of conduct and/or ethical policy and this must be adequately
communicated to all levels of organization (Ndamenenu, 2011). Davis and Rothstein
(2006) studied the effects of the perceived behavioural integrity of managers on
employee attitudes. The outcomes of the meta-analysis unveiled a noteworthy
correlation: there exists a positive and statistically significant association between
managers perceived behavioural integrity and employee attitudes, notably impacting job
performance. Moreover, an environment characterized by exemplary managerial conduct
and ethical guidance concerning financial matters contributes to the enhancement of
internal control implementation. Therefore, executive management should set a tone that
emphasizes the importance of internal control. Such a tone is characterized by minimal
and guarded use of control overrides; support for conducting control self-assessments and
internal and external audits; responsiveness to issues raised as the result of the
evaluations and audits; and ongoing education to ensure everyone understands the system
of internal control and their role in it (Katnic, 2011).This environment sets the
organisational tone, influences control consciousness, and provides and foundation for an
effective system of internal control (Appiah, 2012). Resick, Hanges, Dickson and
Mitchelson (2006) carried out a cross-cultural examination of the endorsement of ethical
leadership. The findings of their study revealed that ethical leadership was associated
with a significant positive influence on employee performance. Within an atmosphere
where employees value the company's mission and handle resources in alignment with

this mission, the process of implementing internal controls will encounter facilitation.

16



University of Education,Winneba http://ir.uew.edu.gh

Appreciating the mission is important because it provides a sense of direction and
purpose to all members of the organization, regardless of their position, and provides a
guide when making critical decisions (DiNapoli, 2007). Without a clearly defined and
communicated mission, an organisation may drift aimlessly and accomplish little.
Therefore, management should tell employees about the organization's mission and
explain how their jobs contribute to accomplishing the mission. The mission statement
will be most effective if all employees perceive they have a personal stake in it
(DiNapoli, 2010). Sotunde (2013) studied the Influence of Vision and Mission Statement
on Organizational Effectiveness. Descriptive results of the study revealed that vision and
mission statement were essential if any organization is to survive. This means that visions
and missions of organizations influenced their performance. When the structure of the
company is well defined in terms of lines of authority and responsibility, there will be
effective implementation of internal controls. This is because the structure is the
framework in which the organization's plans are carried out. However,
The arrangement should encompass operational sub-units along with the interconnections
that bind them together. The organizational chart provides a clear picture of the authority
and accountability relationships among functions. When the chart is provided to all
employees, it helps them understand the organization, the relationships among its various
components and where they fit into the organization (Katnic, 2011). Bohte and Meier
(2001) studied structure and the performance of public organization. The findings of the
study revealed that structure significantly positively influence especially with task
difficulty. In all forms of organisations, management delegates authority and

responsibility to its staff. However, it is the responsibility of management to organise the
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entity ,,s authority and accountability relationships among various functions to provide
reasonable assurance that work activities are aligned with organisational objectives.
Therefore, with increased delegation of authority and responsibility, there is a need to
provide qualified and continuous supervision, and to monitor results (DiNapoli, 2007).
Apenteng (2012) explains that supervision is the control mechanism which has the task of
correcting the activities of individuals and groups to ensure that their performance is in
accordance with plans. Supervision throughout the organization helps ensure that
employees are aware of their duties and responsibilities and know the extent to which
they are accountable for activities. Azman (2009) in a study, the relationship between
supervisor's role and job performance found out that supervisors identify the daily
routine and short-term employee deficiencies for correction, and this enhances
organizational performance. Implementation of internal controls requires an environment
in which appropriate remedial actions are taken in response to departures from approved
policies and procedures or the code of conduct. However, the level of management with
whom it is appropriate to discuss the findings should be that which is familiar with the
internal control area concerned and that has the authority to take remedial action on any
identified deficiencies in internal control. Departures from approved policies and
procedures or the code of conduct should first be communicated to those charged with
governance to assist them in taking timely remedial action to minimize the risks of
material misstatement (HKSA, 2013). Akinbowale, Lourens and Jinabhai (2013)
investigated the role of performance appraisal policy and its effects on performance in a
critical review. The findings of the study showed that performance appraisal results

improved employee performance. Accordingly, feedback, particularly on interpersonal
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(supervisor-subordinate) basis was useful and highly effective in motivating employees to
improve their performance. In the studies above, the different scholars attempted to relate

control environment and performance.

2.2.2 Monitoring and Organizational Performance

Monitoring is the systematic collection and analysis of information as a project
progresses. It is aimed at improving the efficiency and effectiveness of a project or
organization. It is based on targets set and activities planned during the planning phases
of work. It helps to keep the work on track and can let management know when things
are going wrong. If done properly, it is an invaluable tool for good management, and it
provides a useful base for evaluation. It enables you to determine whether the resources
you have are sufficient and are being well used, whether the capacity you have is
sufficient and appropriate, and whether you are doing what you planned to do (Shapiro,
2001). Saleem and Abideen (2011) studied risk management and organizational
performance. Their correlation results revealed a significant positive relationship between
motoring and organizational performance. Monitoring more highly correlated with
organizational performance among the other variables, which indicate its strong effect on
the dependent variable, mean of monitoring. Monitoring involves continuous or ongoing
monitoring which occurs in the course of operations. This includes regular management
and supervisory activities, and other actions personnel take in performing their duties.
The scope and frequency of separate evaluations will depend primarily on an assessment
of risks and the effectiveness of ongoing monitoring procedures. Internal control
deficiencies should be reported upstream, with serious matters reported to top

management and the board (Bukenya & Kinatta, 2012). Gavrea, Ilies and Stegerean
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(2011) studied determinants of organizational on employees of manufacturing firms™
performance in Romania. Using the canonical correlation, they established a strong
relationship between a continuous performance monitoring process and performance.
Many organizations conduct employee performance reviews to analyses problems or
suggest ways to improve performance. Management reviews staff performance according
to the defined standards of the organization. The review is a process that uses dialogue
and constructive feedback to help staff or entire organizations improve their performance
in pursuit of the organization“s mission, while also setting goals for growth and
development (Tepper, 2000). Mwema and Gachunga (2014) carried out a study on
employee productivity in Kenya. In a regression analysis, they found a significant
positive relationship between performance measure purposes and increased employee™s
performance. Monitoring requires a team for monitoring or supervisors. Supervisors are
the first level of management where they are given major duties and responsibilities to
form and lead work groups in organizations. They play an important role as an
intermediary between management and operational employees. Supervisors monitor the
organisational policies, procedures and plans. Supervisors identify the daily routine and
short-term employee deficiencies, as well as report such deficiencies to the top
management for further action (Azman, 2009). Ssebakumba (2013) studied performance
management and employee effectiveness. Chi-square results revealed a positive
significant relationship between monitoring by teams and organizational performance.
Monitoring is a continuous function that uses the systematic collection of data on
specified indicators to provide management and the main stakeholders of an ongoing

development intervention with indications of the extent of progress and achievement of
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objectives and progress. Monitoring can and should be evident throughout the life cycle
of a project, program, or policy, as well as after completion (Kusek & Rist, 2004). Dean
(2002) studied performance monitoring and quality outcomes in contracted services. The
results of the critical review revealed that organisations rely on inspections to improve

performance.

2.2.3 Effect of Internal Control Performance

Control activities are activities that help to eliminate the risk that would bring about the
expected continuity of business. Therefore, organizations are expected to impose
reasonable control activities for early detection and correction of errors (Tunji, 2013).
The role of internal controls performance includes physical control of assets. Tunji
(2013) suggests that physical access to assets and important records, documents, blank
cheques, vouchers, inventory and securities should be restricted to only those who handle
them. Accordingly, physical security of computer equipment and limited access to
computer program files and other peripheral computer details should be enforced.
Organizations should establish information processing controls, manual information
processing control procedures as well as computerized information processing control
procedures in form of usage of passwords and access logs, all in a bid to eradicate
malpractices that can lead to total extinction of the organization. Relatedly, Bukenya and
Kinatta, (2012) explain that in an agency must establish internal control performance to
secure and safeguard vulnerable assets. Examples of access controls to assets are as
follows: lock systems, badge system, biometric system and data encryption. Chiezey and
Agbo (2013) investigated the impact of fraud and fraudulent practices on the

performance. Their findings revealed that if organizations strengthen their internal
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control systems and their supervisory role, they are able to check and curtail the
incidence of fraudulent activities. Control activities also include segregation of duties.
Segregation of duties involves allocating work to different persons in such a way that
either the work of one is complementary to the work of another person or another person
independently checks the accuracy or correctness of work performed by one person as it
helps employees know what to do and what others are to do. This is done to minimize
errors and fraud and detect them in a timely manner when they take place. Key duties and
responsibilities need to be divided or segregated among different people to reduce the
risk of error or fraud. This should include separating the responsibilities for authorizing
transactions, processing and recording them, reviewing the transactions, and handling any
related assets (Bukenya & Kinatta, 2012). Tunji (2013) found out that functional
segregation of responsibilities (authorization, recording, custody and reconciliation) to
different individuals helps the assembly to check abuses that can derail the assembly. On
their part, Cédelle et al. (2007) indicate that accounting is an important activity of internal
control. They explain that accounting is the system a company uses to measure its
financial performance by noting and classifying all the transactions like sales, purchases,
assets, and liabilities in a manner that adheres to certain accepted standard formats. It
helps to evaluate an organization™s past performance, present condition, and future
prospects. Natad (2008) further explains that accounting processes are at the heart of
internal control of accounting and financial information. Accounting systems are the
methods and records that identify, assemble, analyze, classify, record, and report
transactions. Tunji (2013) reveals that accounting helps to establish a workable

bookkeeping and accounting system that ensures all transactions are recorded and
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accurately processed in the appropriate books of account. Internal audit is also one of
internal control mechanisms employed by organizations such as banks. Internal audit is a
managerial control, which functions by measuring and assessing the effectiveness of
other controls. The internal auditors are part of the organisation and are typically
responsible to the top management of the organisation. Internal audit units primarily
perform a continuing assessment of the control systems and are a source of
recommendations for improving the effectiveness of those systems (Havens, 2000).
Katnic (2011) indicates that internal audits help in unearthing irregularities. Sarens and
De Belde (2008) established that internal control systems contribute to managerial
effectiveness hence performance. Authorization is also an important control activity.
Natovich (2009) explains that authorization restricts employees and allows them to
perform only predetermined activities according to their roles. In event-based systems,
authorization control is based on activity types. Each user or group is granted access only
to certain activity types. In business process management systems, authorizations are not
separate from the process, but are derived directly from the roles of the employees and
their authority as defined in the process. Authorization is not granted per activity type,
but at the single incident level. In other words, the system grants a one-time authorization
for the execution of a specific activity. The authorization is granted on the basis of the
organisation®s business process rules. In principle, authorization for an identical activity
type may be granted in each incident to a different employee. Staff of integrity is an
important control tool. Thus, each organization needs to institute procedures for ensuring
quality recruitment, selection and placement of competent and honest personnel that

would discharge various duties and tasks effectively, with minimum supervision. It is
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when this control is in place that we can be sure of existence of trustworthy employees
that would not collude with customers to defraud the organization and cause its imminent
death (Tunji, 2013). Tabassum (2011) indicates that the goal of a recruitment program
should be to attract highly qualified candidates and ensure person-job fit. Mismatch
between the candidate and job can cost an organization a great deal of money, time and
energy. Edwards and Billsberry (2010) in a study testing the multidimensional theory of
person-environment fit in a regression analysis found out that person organization fit,
person-people and person job fit positively significantly predicted organizational

performance.

2.3 Summary of the Chapter

The literature above showed internal control performance play a major role in the
development of the Gomoa East District Assembly. The literature showed that include
control environment, monitoring, and control activities. Control environment was
indicated to include appropriate policies, management tone, mission and objectives and
sufficient supervision. Monitoring included evaluation, audit, inspection, supervision and
control activities included physical controls, appropriate staffing and stakeholder
involvement. This literature was the basis for discussion of the findings made by this
study. Feedback on the implication of significant change. Finally, according to World
Health Organization, once the potential significance of the risk has been assessed,
management considers how the risk should be managed and this is the risk response
dimension. An effective design and implementation of risk assessment process would
enhance corporate performance. The consequence of an effective risk assessment process

on performance is obvious because risk assessment forms the basis for determining where
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internal control performance is needed. Risk assessment enables an organization to focus
on those risks that will impact on the overall success of the firm. This connotes that an
effective risk assessment process in the District Assembly will aid stakeholders in their
risk identification and assessment to respond to risks to the achievement of performance
target through the design and implementation of a risk management programme. This
will minimize uncertainty and ultimately improve the performance of the Gomoa East

District Assembly.
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CHAPTER THREE

METHODOLOGY

3.0 Introduction

This study was undertaken within the various departments of the Gomoa East District
Assembly. Research design plays a crucial role in shaping the approach taken to meet the
study's objectives. For this research, a descriptive research design was chosen as it al