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ABSTRACT 

The purpose of this study was to check the effectiveness of internal audit as an 

instrument of improving public sector management in PD LGA. Data was gathered 

using a self administered questionnaire. Respondents who directly and indirectly in 

charge of implementing the effectiveness of IA in PD  LGA filled the questionnaires. 

The respondents were drawn from the elected staffs from internal audit staffs, 

accountants, heads of departments, audit committee members and other staffs. The 

data was analyzed using SPSS. 

 

Findings revealed that the internal audit can effectively check fraud and fraudulent 

activities in the Public Sector and that Public Sectors in Pangani District LGA have 

significant numbers of Internal Audit Staffs to function effectively. It is 

recommended that Government should provide an adequately equip staff with 

electronic data processing and also maintains an environment within which internal 

auditors can have sufficient freedom to accomplish their task efficiently. 

 

The results suggest that management support for the internal audit function was the 

main driver in terms of ensuring the perceived effectiveness of the internal audit 

function from the perspective of both management and internal auditors. 

Management support was important as a construct in its own right but also via its 

links to issues of hiring qualified staff, providing sufficient resources, enhancing the 

relationship with external auditors, and having an independent internal audit 

department. It is concluded that there is likely to be scope for generalization beyond 

the particular Tanzania public sector context. 
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CHAPTER ONE 

1.0   Introduction 

Internal auditing is a profession and activity involved in advising organizations 

regarding how to better achieve their objectives through managing risks and 

improving internal control. The scope of internal auditing within an organization is 

broad and may include various internal control related activities such as the review of 

the effectiveness and efficiency of operations, the reliability of financial reporting, 

investigation fraud, risk assessment, safeguarding of assets, and compliance with 

laws and regulations. Internal audit activities therefore provide assurance on the 

effectiveness of public sector entities’ internal control environment and may identify 

opportunities for performance improvement. 

 

The public sector landscape is rapidly changing with an increasing emphasis on 

fiscal management and discipline, prioritization of expenditure and value for money 

that’s why there is a need to pay greater attention to improve public sector 

management.  As a result it is even more important that international donors, 

government, national, and local institutions including regulators and professional 

accountancy bodies, work together in partnership to achieve long lasting 

improvement, transparency and accountability in public financial management. This 

explains how public sector management can be improved and capacity strengthened 

in country and emerging economies.   

 

Public sector management needs to improve the quality of public services outcome. 

It affects how funding is used to address national priorities, the availability of 

resources for investment and the cost effectiveness of public services. The public 

sector must encourage both fiscal and institutional sustainability. It must provide 

systems and processes that enable governments to manage public revenues, 

expenditures and debt ensuring that they remain within agreed fiscal aggregates. It 

must manage the allocation of fiscal, administrative and functional authorities across 

levels of government in a way that ensures cooperative and constructive engagement 
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between them. The public sector must also work with and support accountability and 

governance mechanisms (judiciaries, legislatures and other non-executive state 

institutions such as Supreme Audit Institutions) to ensure that they provide 

transparency through credible arms-length oversight. In other words, the public 

sector is not only important for what it does, it is also important for how it is seen to 

do it. 

  

Also, it is more than likely that general public will have greater trust in public sector 

organization if there is a strong financial stewardship, accountability and 

transparency in the use of public funds. In addition effective public sector 

management is important for decision making, and Economic developments. For 

Regional Development Private Sector usually neglect backward area. But public 

sector organizations set up their units in economically backward areas. By this public 

sector removes regional imbalance & brings regional development. 

 

Public sector organizations are working with the only motive of providing public 

utility services to society at large irrespective of profit. 

Public sector is purely government monopoly. It does not face any type of 

competition from any private sector. Public sector is working on monopoly, semi-

monopoly or oligopoly basis. Accurate financial information is often used as the 

mechanisms to support decision and ensure effective resources allocation, toward 

improvement of the standard of accounting and auditing departments in government. 

 

The responsibility of public sector accountant is to develop and managing financial 

management systems and policies, to ensure the effective financial management of 

public money  by supporting the planning and implementation of policy objectives, 

preparing and monitoring budgets and accounts, controlling expenditure and cash 

flows while the public sector auditor has to satisfy himself that the account presented 

has prepared in accordance with statutory and constitutional requirement and 

regulations and that proper accounting practice has observed in their compilation.  

 



 
 
 

3 
 

Nowadays, the importance of internal audit has correspondingly increased so that it 

is today a major factor in establishing the quality of the public sector internal control 

and its development has made a considerable contribution to the improvement of the 

public sector management.  Also internal audit evaluating controls and advising 

managers at all levels, the Internal Auditor’s work includes assessing the tone and 

risk management culture of the organization as well as evaluating and reporting on 

the effectiveness and efficiency of the implementation of management policies.  

 

Internal auditors evaluate risks, identify key activities and relevant risk factors and 

assess their significance. Changing trends and economic conditions impact the way 

the internal auditor assesses risk. The techniques of internal auditing have changed 

from a reactive and control based form to a more proactive and risk based approach. 

This enables the internal auditor to anticipate possible future concerns and 

opportunities as well as identifying current issues. Internal audit analyze operations 

and confirming information, Internal Auditors work closely with line directors to 

review operations then report their findings.  

 

The internal auditor must be well versed in the strategic objectives of the 

organization, so that they have a clear understanding of how the operations of any 

given part of the organization fit into the bigger picture. Compliance review ensures 

that the organization is adhering to rules, regulations, and laws, codes of practice, 

guidelines and principles as they apply individually and collectively to all parts of 

their organization. 

  

The current study also contributes to the literature by exploring the determinants of 

IA effectiveness, Understanding the factors that determine IA effectiveness is 

important because effective IA can improve four important processes in the 

organization: learning (teaching members how to do their job better), motivation 

(auditing leads to improved performance as deficiencies will have to be explained), 

deterrence (knowing that an audit is imminent may discourage abuse), and process 

improvements (IA may increase the likelihood that the right things are done and that 

they are done right) (Eden and Moriah 1996). In this regard, it should be remembered 
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that internal auditors like other professionals such as accountants, scientists, 

attorneys and engineers  have two competing loyalties and identities: to their 

profession and to the organization for which they work. This issue of profession 

versus organization has an ongoing concern in organizational theory and the 

sociology of professions for a couple of decades.   

 

The current study considers the behavior of internal auditors in light of this construct. 

It explores how determinants that represent professional versus organizational 

characteristics (and vice versa) are related to the performance of internal auditors, 

and how the effectiveness of IA can be informed by these different loyalties. The 

purpose of this research is to investigate the effectiveness of using internal audit as a 

tool of improving public sector management using Pangani District Council as a case 

study.   

 

1.1 Background of Modern Internal Auditing Practice 

Until the mid-20th century, internal auditors were primarily concerned with checking 

accounting records and detection of financial errors and irregularities. Internal 

auditing emerged as a profession in 1941, when the Institute of Internal Auditors 

(IIA) was founded in New York by a group of practicing internal auditors. The need 

for a common body of knowledge and standardization of practices was then 

recognized despite the fact that internal auditors worked in different businesses and 

industries.  

 

This was the beginning of the process of achieving an identity for internal auditing as 

a distinct profession concerned with providing independent appraisals for all 

activities within an organization and making recommendations to management. 

Before the issuance of the first version of the Statement of Responsibilities by the 

IIA in1947 most internal auditors focused on routine tasks. Meigs (1951, p.518), 

describing internal audit practice in the era of 1941, stated: “To most businessmen in 

that era, internal auditors were either clerks assigned to the routine task of a perpetual 

search for clerical errors in accounting documents, or they were traveling 

representatives of corporation shaving branches in widely scattered locations”. 
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According to the IIA historical timeline, the first textbook for the practice, Brinks 

Internal Auditing was published in 1941. The IIA technical journal, Internal Auditor, 

was first distributed in 1943. The Code of Ethics was issued in 1968 and in 1978 the 

IIA published the Standards for Professional Practice to serve as the primary source 

of reference for directing an internal audit function. The first Certified Internal 

Auditor (CIA) examinations were written in 1974 to test the knowledge of 

individuals against recognized body of knowledge before they become internal audit 

professionals.  

 

Today, the IIA has transformed into the internal audit profession's global voice, 

chief advocate, recognized authority, acknowledged leader, and principal educator. It 

is internationally recognized as a trustworthy standard-setting body for internal 

auditing and currently has membership across 165 countries. 

 

Nowadays the nature of internal audit organizational arrangement determines its 

independence and effectiveness. The size and complexity of the public sector have 

influenced the diverse forms of internal audit organizational arrangements and 

service delivery approaches. Internal audit structure in the public sector can broadly 

be classified as following either a centralized or a decentralized model. Describing 

these two models, Diamond (2002, p.10) states that “in the centralized model the 

Ministry of Finance (MOF) not only plays a key role in budgeting and allocating 

funds to line ministries, but also directly intervenes in ex-ante controls, placing its 

own staff in the line ministries. In the more decentralized approach, each line 

ministry takes full responsibility for spending its own budget and for ensuring 

appropriate checks and safeguards on the way this is spent”.  

 

Due to the growing importance of the internal audit departments, many organizations 

identified the benefits and they are trying to establish it in their operation (Schneider, 

Sheikh, & Simione, 2011) in this context, it’s a clear indication that internal audit 

function within the local government has increased in profile during the past decade 

(Davies, 2001) that is why internal auditing departments in any organizations help 

the management of that organization towards solving some of their problems 
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(Jerome, 2009). In line with the above view; financial audit is also carried out at the 

local government level by either internal auditor, audit committee or various 

supervisory organs from the state government and external audit (Friedberg, 1998).  

 

Therefore, it’s paramount for the personnel’s of internal audit department to exercise 

due professional care in carrying out their respective duties (Jansson, 2003). Hence, 

proper staffing of an internal audit department with enough qualified personnel and 

proper management of the staff are among the keys to the effective operation of an 

internal audit (Cohen & Sayag, 2010). 

 

However, all local government councils should have an internal audit function for the 

following reasons; the supports good internal governance; for ensuring consistency 

with other levels of government; for the evaluation of the effectiveness of risk 

management, control and governance processes; helps to build public confidence in 

an organization’s ability to operate effectively (IAG, 2010). In addition, Al-Twaijry 

et al, (2003) suggest that organizations that have no internal audit department should 

be encouraged to have such departments. Consequently, the Local Government Act 

1982 in accordance with Section 45(I) of Local Authority Finances Act No. 9 of 

1982 stated that each urban and district LGA shall employ its own Internal Auditor 

who shall audit its accounts (URT, 2005). Similarly, organization that has internal 

audit department enjoys two main benefits: prevention and detection of irregularities; 

and economy, efficiency and effectiveness of various section of the organization 

(Aguolu, 2009; Al-Twaijry et al., 2003). 

 

 However, the Auditor General or other auditor appointed by the State Authority on 

the recommendation of the Auditor General shall, throughout the financial year, 

inspect and examine the accounts of the local authority, and the local authority shall, 

by the Treasurer or other officer authorized by the local authority, produce and lay 

before the auditor all books and accounts of the local authority together with all 

vouchers, papers, contracts and documents relating thereto”. 
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Virtually, all the above are provisions of  laws on the establishment of internal audit 

within their respective local authorities because of the importance of internal audit on 

organizational efficiency and effectiveness especially the roles play by the internal 

auditors in the aspect of evaluating risk management, internal control system and 

good governance as well as review of the activities of organization with the view of 

ascertaining their level of compliance with various regulations, efficient resources 

utilization for organizational goals and assets protection.  

 

Hence, the strength of an internal audit department must be examined with respect to 

the degree of independence it benefits from management and from operating 

responsibilities (Aikins, 2011). 

 

1.2 Statement of the Problem 

The Internal Audit function in the public sector faces a perception as managers do 

not support Internal Audit, and to some extent a credibility problem as a value-

adding unit of the organization. The Internal Audit Agency (2006) believes that the 

importance of Internal Audit is "shrouded in obscurity”. This unfortunate 

background continues to play down the importance of Internal Audit as a key 

function that can strengthen the oversight responsibility of the governing body. This 

reflects in the management attitude towards the Internal Auditor. Most often than not 

the budget of the Internal Audit Unit, if any exist at all, is woefully inadequate to 

enable them meet the resource requirements of their annual audit plans. Internal 

Auditors are seen more as fault finders rather than solution providers and partners in 

the Public sector’s strive for organizational excellence. Internal audit is an integral 

part of the finance structure of public organizations. A constant complaint in the 

sector is that internal audit department is too understaffed and under resourced 

generally to be fully effective. There exist a lot of arrears of work due to inadequate 

staffing of Internal Audit Departments. There is inadequate knowledge of Electronic 

Data Processing (EDP) and Computer for efficient auditing of computerized systems. 

Most of the public sector management working papers do not provide adequate 

documentation because of this problem. Staff of the internal audit department is not 

well resourced like transport, allowances and it makes them to lack interest in their 
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work. Many adduce the argument that internal auditors, being employees in public 

sector do not have the liberty to exercise the unbiased and independent attitude so 

necessary to an auditor. In the heat of the controversies for inept public sector 

performances, Tanzania as a developing economics and Pangani District Council in 

particular has to garner her resources for effective developmental utilization and the 

need for the services of Internal Auditors in the Public Sector becomes more 

imperative, hence this research into the effectiveness of using Internal audits as 

instrument of improving Public Sector Management. 

 

1.3  Research Questions 

 

1.3.1  Main Question 

Internal Audit effective in public Sector Management or not?       

 

 1.3.2 Specific question 

(i) Can Internal Auditor effectively check fraud in Public sector      

organizations? 

 

(ii) Does the internal Audit department function effectively in Pangani District, 

LGA? 

 

(iii) Did the Internal Audit comply with general standards (Auditing standards) in 

Internal Control System in Pangani District, LGA?  

 

(iv) Does the management support Internal Audit Department?  

 

1.4    Objectives of the Study 

The objectives of the study are as follows; 

 

1.4.1 Main Objective 

To check the effectiveness of using Internal Audit as a tool of                         

improving  public sector management in Tanzania. 
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1.4.2 Specific Objectives 

(i) To find out whether Internal Audit Department in LGA of Pangani District are 

adequately trained staffed to check fraud and fraudulent activities in such local 

government. 

 

(ii) To finding out the persistent existence of frauds and fraudulent activities in   

Pangani District, LGA despite the existence and adequate functioning of 

Internal Audit Departments. 

 

 

(iii)To know the importance of organization Internal Control System for ensuring 

the safe and soundness of Pangani District LGA.   

              

(iv) To examine the management support for Internal Audit staffs in PD LGA.   

 

       

1.5 Significance and scope of the study  

There is the need for the internal audit to be effective so as to create improvement in 

the government sector. Positive improvements in the public sector will definitely 

benefit the citizenry of the Tanzanian nation. The research was based mainly on the 

Pangani District LGA. 

 

1.6     Importance of Pangani District LGA 

The PD-LGA is expected to understand the formalization process and own it for 

implementation. The ownership will address one of the findings of diagnosis that 

formalization is slow, difficult and expensive. The PD-LGA has the role to speed up 

the formalization process and make it fast, simple and economic. 

  

(i) Facilitate significant changes in land demarcation (survey), land use planning, 

titling, registration and management information system in their areas of 

jurisdiction.  
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(ii) The PD-LGA is required to link individuals to their properties, location and 

periodic changes (transactions) starting at the village level to national level.  

 

(iii)Facilitate piloting of some of the changes (Reforms) prior to nationwide 

rolling out. (before changing the laws)  

 

(iv) Developing and implementing formalization plan in the district.  

 

(v) Searching for funds required for the property and business formalization 

tasks.  

 

(vi) Overall management of the economy at the respective  
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CHAPTER TWO 

 

                                  LITERATURE REVIEW 

2.1       Introduction 

This chapter focused on the effectiveness of Internal Audit as an instrument of 

improving Public Sector Management and their constructs in view of what other 

scholars have studied. 

 

2.2  Theoretical Review 

Internal audit “measures, analyses and evaluates the efficiency and effectiveness of 

other controls established by management in other to ensure smooth administration, 

control cost minimization, ensure capacity utilization and maximum benefit 

derivation. In the view of Adeniji (2004) Internal audit is part of the internal control 

system put in place by management of an organization. It is an aid to management; it 

ensures that the financial operations are correctly carried out according to the law 

and also in accordance with the wishes of the board or council. Internal audit is a 

branch of management, which enables compliance with established financial 

instructions on expenditures. In order to achieve agreed objectives, public sector 

officers must incur expenses in line with established financial instructions. It is the 

responsibility of the internal audit to ensure adherence to these instructions by 

personnel involved in public sector administration.  

 

According to Howard (1998) it is appropriate to contrast the public sector with that 

of private sector. To the former, the main objective of the organization in principles 

is not to make profit but render services. Nwanyawu (2002) opined that public sector 

auditing means independent examination of an expression of opinion on the financial 

statements of government establishment, by appointed auditor in pursuance of that 

appointment and in compliance with the enabling constitution. The final accounts in 

the public sector especially for the Local government are classified into funds, 

including: Consolidated Revenue Fund, Development Fund, Treasury Fund, Special 

and Trust Funds, and Contingency Fund. 
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Vos (1997) said that objective of internal auditor is to evaluate effectiveness of 

financial and operating control, confirm compliance with organization  policies, 

procedure, protect assets verify the accuracy and consistency of organization’s 

external and internal reports. 

 

 Stoner (1994)  have the opinion or view that the objective of internal audit is to 

evaluate several of the organization’s reports for accuracy and usefulness and also 

recommending improvement of the control system. Owler and Brown (1999) 

stipulated that the objective of internal auditor is to protect management against 

errors of principle and neglect of duty. Barker (1999) agreed with Owler and Brown 

but added that it is to review the operations and record of the undertaking and in the 

course of these checks much of the detailed work of the organization in respect of 

financial and other statements are effectively audited. 

 

Tracey (1994) is of the view that it is the responsibility of the internal auditor to 

review how well the accounting system works and also evaluate the effectiveness 

and efficiency of many operations in the organization. A lot of public sector 

operating without internal auditor. This can be attributed to the fact that few people 

outside the accounting profession realize the importance of the internal auditor. 

Emphasis was laid on discharging accountability for the use of owners fund through 

the internal auditor report. Some public sector management adduces the argument 

that internal auditors, being employees in public sector do not have the liberty to 

exercise the unbiased and independent attitude so necessary to an auditor.  

 

Management and results of the organization, in terms of efficiency and effectiveness, 

both in economic , as well as socially (to make incriminating attributes central state 

and local authorities) concerning the top management of the organization, vested 

with appropriate authority. Audit location, positioning it as a pillar of support for 

management decisions and actions can be facilitated by reading the following 

synthesis schemes managerial functions. 
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 Internal audit, by nature of its activities, aims to help all these issues by indicating 

the organization risk and potentially negative consequences of high impact, improve 

management systems and risk control, efficiency and effectiveness by maintaining 

and enhancing their quality control (determining the appropriateness of criteria for 

evaluating controls for achieving objectives), the recommendations provided for 

improving the governance process.  

 

For Tanzania, as the legal framework applicable to public entities, internal control 

consists of all forms of control exercised at the entity level, including internal audit, 

established by management in accordance with its objectives and legal regulations in 

order to provide funds in economic management, efficient and effective, it also 

includes, organizational structures, methods and procedures. However compared to 

the results that the internal control, entity management aims at achieving the overall 

objectives by meeting certain objectives (quality of reporting, protecting assets, 

compliance), ensuring that holds authority and control over all activities, for which 

purpose it implements Make a set of functional elements (organizational structures, 

methods, procedures, plans, specifications, policies).  

 

Establishing and monitoring internal control systems are used against the 

organizations management as a key manifestation of the concept of modern 

management theory and practice, responsibility (Mircea Boulescu, 2004). 

Responsibility managers covers two major segments in respect of work performed 

and the area of (re) presentation of results: internal (from business owners, depending 

on the degree and manner of fulfilling the duties of the job description) and external 

(to the authorities, depending on the degree and manner of compliance of legislative 

activity, performance, with consequences in the sense of community and 

environmental implications, and reporting).  

 

Maintaining a system of internal control is the guarantee of continuity of the line 

performance by providing process rigor developed by the entity, how to achieve 

employment activities in accordance with the procedures and instructions retained 
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formally validated, redefining goals, appropriate allocation of resources and the 

establishment and development of organizational systems and adequate information.  

 

Once again, it is estimated that implementing and maintaining internal audit system - 

the acceptance of its systemic held for a role of defining and monitoring specific 

process inputs and outputs of each organization and the connection between 

processes, through the framework of order values quality, effectiveness, efficiency, 

economy, and the narrow interpretation, reducible to the general sense, that 

designates a verification activity effective way demands are met an element of the 

decision of top managers or owners of the organization.  

 

Historically, internal audit has been considered as a monitoring function, the 

“organizational policeman and watchdog” (Morgan, 1979), tolerated as a necessary 

component of organizational control but deemed subservient to the achievement of 

major corporate objectives. However, Institute of Internal Auditors, (IIA, 1991; 

Taylor and Glezen, 1991; Konrath, 1996) defines internal auditing as “an 

independent appraisal function, established within an organization to examine and 

evaluate its activities as a service to the organization”.  

 

By measuring and evaluating the effectiveness of organizational controls, internal 

auditing, itself, is an important managerial control device (Carmichael et al., 1996), 

which is directly linked to the organizational structure and the general rules of the 

business (Cai, 1997). In this period, internal audit is defined also by COSO 

(Committee of Sponsoring Organizations of the Treadway Commission, 1992) as a 

procedure which offers fundamental security to the business concerning the 

credibility of financial affairs. This defines internal control and describes a 

framework for internal control.  

 

However, the crucial difference of this is that it also provides criteria for the 

management to utilize so as to evaluate controls (Aldridge and Colbert, 1994). An 

important step was the new definition of Internal auditing issued by the IIA in June 

1999, which clearly states that “the internal auditing activity should evaluate and 
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contribute to the improvement of risk management, control and governance” (IIA, 

1999). The new definition shifts the focus of the internal audit function from one of 

assurance to that of value added and attempts to move the profession toward a 

standards driven approach with a heightened identity. 

 

More recently, the Institute of Internal Auditors (2004) by stating that the internal 

audit activity should evaluate and contribute to the improvement of risk 

management, control and governance, recognizes the assurance and consulting role 

of internal auditing. The Internal Control moves within a greater scope of 

management philosophy and of practical application, and adds up value, offering at 

the same time a systematic scientific approach on the assessment and the 

improvement of the effectiveness of businesses (Papadatou, 2005; Karagiorgos et. al, 

2006). Undoubtedly, the large amount of definitions that is given by many 

researchers depicts the great importance of internal auditing.  

 

The Committee of Sponsoring Organization’s (COSO) model developed by the 

American Institute of Certified Public Accountants, the American Accounting 

Association, the Financial Executives Institute, the Institute of Internal Auditors, and 

the Institute of Management Accountants has been adopted as the generally accepted 

framework for internal control and is widely recognized as the definitive standard to 

assess the effectiveness of internal control system. In this context, the COSO model 

defines internal control as follows: “Internal control is a process, effected by an 

entity’s board of directors, management and other personnel designed to provide 

reasonable assurance of the achievement of objectives in the following categories: 

Effectiveness and efficiency of operations, reliability of financial reporting and 

compliance with applicable laws and regulations” (Drogalas et al., 2005). 

 

Similarly, internal auditing is “an integral component of an organization’s 

management that provides reasonable assurance that the following objectives are 

being achieved: effectiveness and efficiency of operations, reliability of financial 

reporting, and compliance with applicable laws and regulations”. 
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A more specific definition is given by Sawyer (2003) who stated that internal 

auditing is “a systematic, objective appraisal by internal auditors of the diverse 

operations and controls within an organization to determine whether (1) financial and 

operating information is accurate and reliable, (2) risks to the enterprise are identified 

and minimized, (3) external regulations and acceptable internal policies and 

procedures are followed, (4) satisfactory operating criteria are met, (5) resources are 

used efficiently and economically and (6) the organization’s objectives are 

effectively achieved – all for the purpose of consulting with management and for 

assisting members of the organization in the effective discharge of their governance 

responsibilities”. 

 

As is true for all internal auditors, public sector internal auditors are called upon to 

assist organizations in improving their operations. The public sector internal audit 

function is an element of a strong public sector governance foundation. Most public 

sector internal auditors also play a role in their entity’s accountability to the public as 

part of the check-and-balance process. The diverse nature of the public sector places 

increasing importance and value on a common understanding of independence as it is 

key to any auditor’s credibility. As internal auditors are an integral part of the 

organization, the achievement and maintenance of independence is even more 

challenging. The internal audit function can be organized and performed at various 

levels within an entity, or within a broader framework that covers a set of similar 

entities. The same principles and rules apply to these different organizational levels 

of internal audit. 

 

2.3  Empirical Review 

Institute of Internal Audit (2009) defined internal audit “as an independent, objective 

assurance and consulting activities designed with the intention to add value and 

improve an organization’s operations. It then helps an organization to accomplish its 

objectives by bringing a systematic, disciplined approach to evaluate and improve 

the effectiveness of risk management, control and governance processes”. From the 

definition, it’s clear that internal audit should  
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be designed in such a way to be independent and objective in order to evaluate and 

improve the effectiveness of risk management, control and governance processes at 

the same time, the internal audit are expect to provide assurance and consulting 

service. 

 

Internal audit” also defined as an independent and objective functional activity which 

provides security and management advice with the aim of ensuring effective 

management of public income and expenditure, ensuring proper activities within 

public organization, helps the public organization to achieve their objective through 

systematic and methodical approaches, evaluate and improves the efficiency and 

effectiveness of internal control system, risk management and management 

processes”. The definition above concerned with the activities of internal auditors in 

public organization, especially on the protection of the public property, the proper 

utilization of revenue and expenditure as well as the evaluation of the efficiency and 

effectiveness of risk management, internal control system and organizational process. 

 

Effectiveness of Internal Auditing 

The growing importance of internal auditing as an economic factor has led to 

systematic research into the factors that improve the performance of internal 

auditing. In line with this, the effectiveness of internal audit. Basic output will the 

existence of four areas that the directors of internal audit departments could develop 

to enhance effectiveness: an appropriate corporate environment, top management 

support, high quality internal audit staff and high quality internal audit work. 

Regarding the effectiveness of internal audit, Asairy stated that education, training, 

experience and professional qualifications of internal auditors influenced the 

effectiveness of internal audit. Unlike the aforementioned researchers, Dittenhofer 

(2001) assessed the effectiveness of internal audit via a new technique, which is 

named “results examination”. This method involves identifying the auditee’s 

objectives, establishing the criteria that could signify their achievement and using the 

established criteria to determine whether and to what degree the auditee’s actions 

have resulted in the achievement of objectives.  
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In contrast to previous findings, Mihret and Yismaw (2007) attempted to introduce 

a new approach for the evaluation of the internal audit effectiveness by identifying 

factors within an organization that has an impact on audit effectiveness. As a result, 

the model considered four potential factors – internal audit quality, management 

support. 

 

Competence of the Internal Audit Department 

Staff competence is clearly identified in the professional literature as a key element 

in  effective audit activity (IIA, 2006). Standards setters have consistently 

highlighted the importance of internal auditors possessing the knowledge, skills and 

other competencies necessary to undertake internal audit duties and responsibilities 

(ISPPIA). Many previous academic studies have focused on the need for personnel to 

be appropriately qualified if a high level of internal audit effectiveness is to be 

achieved. 

 

Size of the Internal Audit Department 

There is clearly a need for the internal audit function to be equipped with sufficient 

resources if it is to discharge its responsibilities appropriately and suitably. ISPPIA, 

Resource Management Standard, requires the Chief Audit Executive (CAE) to make 

certain that internal audit resources are appropriate and sufficient, and that they are 

used effectively. It is also the responsibility of audit staff to bring any lack of 

resources to the attention of senior management (ISPPIA, Standards 2030 and 2230). 

Appropriate numbers of internal auditors should be in post (Practice Advisory 2030-

1: Resource Management) and their training should be ongoing to assure continued 

professional competence. 

 

 Independence of the Internal Audit Department 

Auditor independence has long been seen as a key driver of the audit role. Although 

the emphasis historically has been on independence as it relates to external audit, 

professional bodies and standard setters have placed increasing weight on the need 

for internal audit to be independent, notwithstanding the fact that internal auditors are 

normally, but not necessarily, employees of the organisation.5 The independence of 
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the internal audit department has been identified as a key element of its effectiveness 

(CIPFA, 2003). Worldwide professional standards and guidance ISPPIA and the IIA 

Practice Advisory; suggest that such independence can be gained by means of: 

reporting to levels within the organisation that allow the internal audit department to 

perform its responsibilities free from interference; avoiding conflict of interests; 

having direct contact with the board and senior management; having unrestricted 

access to records, employees and departments; the appointment and removal of the 

head of internal audit not being under the direct control of executive management; 

and not performing non-audit work. 

 

Public Sector 

The part of the economy concerned with providing basic government services. The 

composition of the public sector varies by country, but in most countries the public 

sector includes such services as the police, military, public roads, public transit, 

primary education and healthcare for the poor. The public sector might provide 

services that non-payer cannot be excluded from (such as street lighting), services 

which benefit all of society rather than just the individual who uses the service (such 

as public education), and services that encourage equal opportunity. 

The public sector, sometimes referred to as the state sector or the government 

sector, is a part of the state that deals with either the production, ownership, sale, 

provision, delivery and allocation of goods and services by and for the government 

or its citizens, whether national, regional or local/municipal. Examples of public 

sector activity range from delivering social security, administering urban planning 

and organizing national defense. 

The organization of the public sector (public ownership) can take several forms, 

including: Direct administration funded through taxation; the delivering organization 

generally has no specific requirement to meet commercial success criteria, and 

production decisions are determined by government, Publicly owned corporations (in 

some contexts, especially manufacturing, "state-owned enterprises"); which differ 

from direct administration in that they have greater commercial freedoms and are 
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expected to operate according to commercial criteria, and production decisions are 

not generally taken by government (although goals may be set for them by 

government), and Partial outsourcing (of the scale many businesses do, e.g. for IT 

services), is considered a public sector model. 

Also the public sector defined as that portion of society controlled by national, state 

or provincial, and local governments. In the United States, the public sector 

encompasses universal, critical services such as national defense, homeland security, 

police protection, fire fighting, urban planning, corrections, taxation, and various 

social programs. 

Generally speaking, the public sector refers to the wide range of economic and social 

activities undertaken by the central government, state government, municipalities and 

other public bodies. The public sector is usually being guided by social and public 

welfare objectives. Its primary objective is the promotion of social and economic 

interest for the community as a whole. 

 

The concept of Internal Audit 

Internal audit is an additional safeguard for proper financial control in the public 

sector. Each ministry, parastatals and local government is expected to establish an 

internal audit division. The internal audit is responsible for the audit of all financial 

transactions by carrying out a continuous examination of all accounting books and 

records maintained in the organisation with a view to checking or detecting fraud and 

correcting errors. It is concerned with the examination of the system and procedure 

in place so as to ensure their conformity with the regulation, as the case may be, that 

the system of internal control is adequate and that it is continuously operating in 

accordance with government regulations. It is the job of internal auditor to ensure 

that all financial transactions are in accordance with the approved regulations and 

that adequate system of security exists in the establishment (Momoh, 2005). Internal 

audit is expected to be independent and directly responsible to the chief executive. 

The unit should be properly organized, adequately staffed and equipped to be able to 

effectively perform its functions (Sabari, 2003), (Dandago, 2000) and (Sunday, 
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2003). These should include periodic surprise cash survey in all sections of the 

ministry or parastatals or local government, checking of revenue collectors’ cash 

books, receipt books and bank tellers, as well as, inventory verification of the store 

and maintenance of plant registers and ledgers for the purpose of easy location and 

identification of the assets of the organisation (Jocelyn, 2003) 

 

Benefit of Internal Audit 

The benefits that may be derived in establishing internal audit are numerous. Tijjani 

(2003), observes that the setting up of an efficient and effective internal audit 

department involves huge cost in form of salaries for personnel, stationery, travel 

allowances and other departmental overhead cost. But if analysed critically, the 

benefits of an internal audit unit to an organisation, be it private or public, outweighs 

the cost of its maintenance. Some of the benefits that may accrue to organisations 

with good internal audit departments include among others; improved efficiency 

shall accrue from investigations and reports of the internal audit department, the 

existence of internal audit creates control, which acts as a deterrent to inefficiency, 

waste and fraud, the internal audit department serves as a ‘pool’ from which high 

calibre staff can be seconded to other units within the organisation to fill 

management positions, the work of the external auditors is made easier, training and 

experience acquired by internal auditors on the job combine to provide a secure 

foundation for career advancement. From the above contribution it can be seen that 

the benefit of internal audit outweigh the cost of maintenance, if utilised properly. 

 

Internal Audit and Management 

According to Thompson (2003: 17), internal auditing should not be restricted to 

financial transaction only. He believes that internal auditors can equally assist 

management by ensuring that adequate financial and management controls have been 

implemented and are operating effectively or by identifying the weaknesses in such 

system and making recommendations toward their improvement which include 

among the others; with internal audit, errors are more likely to be discovered in their 

early stages. Existence of assets is verified so as to protect the assets of the 

organisation, errors in account can be corrected early once detected by the internal 
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auditor, it acts as moral influence on the staff and promotes efficiency by compelling 

the officers to keep their books of account entered up to date, a detailed examination 

of the financial account submitted by contractors is facilitated, cash disbursement, 

such as for wages and salaries, may be checked before they are cashed. 

 

Internal Audit at the Local Government level 

The implementation guideline on the application of civil service reforms in the local 

government service (1998) as cited in Shehu (2004) and (Sani, 2009) provided that; 

there shall be established in each local government, an internal audit unit, headed by 

a qualified accountant to provide a complete and continuous audit of the accounts, 

and records of revenue and expenditure. The internal auditor of each local 

government shall directly be responsible to the accounting officer and the Auditor 

General of the local government council, and therefore he shall report monthly to the 

accounting officer, as well as to the Auditor General of the local government council, 

on the true progress of the audit. He shall also issue special reports, if necessary, 

where, in his opinion, the attention of the Auditor  

 

General of the local government council should be drawn. The main objective of 

internal auditors at local government level is; to promote accuracy and reliability in 

accounting and operating data, to safeguard government resources against waste, 

fraud, and inefficiency, to measure the extent of the operating departments 

compliance with government policy, to evaluate the overall efficiency of the 

operating functions (Adams,2004). (Shehu, 2004) is of the view that internal auditors 

at local government should ensure that all officers whose duties involve the handling 

of local government funds are adequately bonded, ensure that the computation and 

casting have been verified and are arithmetically accurate, ensure that all payments 

have been entered in the Departmental Vote Book (DVEA). 

 

From the above definition, it can be seen that the purpose of internal auditing is not 

to discover fraud, as some people assume, but to review and evaluate the activities of 

the organisation with a view to expressing an opinion on the efficiency and 

effectiveness of management as well as adequacy of internal control within the 



 
 
 

23 
 

organisation. A properly conducted internal audit is expected to reveal errors, 

strengths or weaknesses of the internal control system of the organisation. 

 

Audit Mandate governing the CAG’s Audit of LGAs Accounts 

By virtue of the provisions of Article 143 of the Constitution of the United Republic 

of Tanzania, and Sect. 45 of the Local Government Finances Act No. 9 of 1982 

(revised 2000) together with Sect. 10(1) of the Public Audit Act No 11 of 2008, the 

Controller and Auditor General is the statutory auditor of all Government revenues 

and expenditure including the revenues and expenditure of Local Government 

Authorities. 

 

Further, Sect. 45(5) of LGFA No. 9 of 1982 (revised 2000) gives the authority to the 

auditor to check any cash, investments or other assets in its possession or  

over which it has control and to have access at all times to all its accounts and all 

books, vouchers and papers relating to them. Furthermore, Sect. 48(1), (2) and (4) of 

the Local Government Finances Act No. 9 of 1982 requires the auditor to prepare 

and sign a report on the Local Government Authority’s accounts and the annual 

balance sheet and statement or abstract, and one copy of each of the report together 

with the annual balance sheet and statement or abstract or a copy of it shall be sent to 

the Minister, Regional Commissioner and the Director who is required to table the 

report before the Full Council. 

 

The concept of Internal Control System 

Oshisami (1993:50) defines internal control system as “the managerial functions of 

defining and allocating responsibilities and identifying line of reporting that 

encompass all aspects of operations for the attainment of corporate objectives of an 

organisation”. The objective of internal control system can be deduced from the 

definition of internal control system. However, the public sector internal control 

standard (1998) and Okwoli (2004) identify the following objective of internal 

control system; to ensure that correct procedures are established, maintained and 

followed so that the financial and management data disclose through timely report, to 

safeguard the organisation’s asset against obsolescence and deterioration, to improve 



 
 
 

24 
 

the organisation’s efficiency in line with stated objectives, to ensure that everybody 

in the organisation follows the relevant laws, regulations, policies and stated 

directives, to ensure the completeness, accuracy and reliability of all records. 

 

Figure 2.1: Five Components of Internal Control System    
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Source: Developed from INTOSAI (2004) 

 

Specifically, control environment is a major part of managing an organization. In 

other words, control environment reflects the attitude and the policies of 

management in regard with the importance of internal audit in the economic unit. On 

the one hand, control environment is influenced by the history and the culture of 

economic unit, on the other hand it has a pervasive influence on the way business 

activities are structured that sets a positive and supportive attitude toward internal 

control and conscientious management (Aldridge and Colbert, 1994). 

 

 In accordance with the above, the control environment can be evaluated based on the 

following factors: Integrity and Ethical Values, Board and Audit Committee, 

Management Philosophy and Organizational Structure. In regard with risk 

assessment, it can be claimed that it is the identification and analysis of relevant risks 

associated with achieving the business objectives (Karagiorgos et al., 2009).  

 

In this context, management must determine how much risk is to be prudently 

accepted, and strive to maintain risk within these levels. Therefore, the risk 
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assessment component of control can be evaluated based upon the following factors: 

Process-Level Objectives and Risk Identification.  

 

Hence, control activities are the policies, procedures and mechanisms that enforce 

management’s directives (Hevesi, 2005). Indeed, control activities occur throughout 

the organization, at all levels and in all functions. To evaluate the control activities 

component of control the following factors are used: Policies and Procedures and 

Control Activities in Place.  

 

In line with the above, on the one hand the information and communication 

component refers to the identification, capture, and communication of pertinent 

information in an appropriate form and timeframe to accomplish the financial 

reporting objectives (Aldridre and Colbert, 1994).  On the other hand, effective 

communications should occur in a broad sense with information flowing down, 

across, and up the organization. To assess the information and communication 

component the following factors are used: Quality of Information and Effectiveness 

of Communication.  

 

Finally, it is commonly acceptable that internal control systems need to be monitored 

in order to assess the quality of the system’s performance over time. Hence by 

monitoring, it is ensured that the findings of audits and other reviews are promptly 

resolved (Rezaee et al., 2001). In this respect, the monitoring component of control is 

evaluated based upon the following factors: On-Going Monitoring and Separate 

Evaluations. 

 

The operational Auditing Guideline on internal control as cited in Shehu (2004) and 

(Jenfa, 2002) identifies some classification of internal control system which include 

among others; organisational Control, segregation of duties, physical control, 

authorisation and approval Control, arithmetical and accounting controls, personnel 

controls, supervision control. This shows that every internal control system most has 

the above component in order to ensure its effectiveness. 
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Relationship between Internal Audit and Internal Control System 

The responsibility for ensuring that internal control is established in the organisation 

lies with management. The internal audit is supposed to be the custodian of internal 

control by providing assurance to the management that the organisation has put in 

place adequate and effective internal control system, and must not hesitate to draw 

management’s attention to lapses observed in the control. A good and viable internal 

control system increases operational efficiency, thereby making it more difficult for 

the preparation of fraud (Mayo, 1993). The International Auditing Guideline (IAG) 

6, as cited in Dandago (2000:107) and (Daniel, 1999:33) defines internal control 

system as “the whole system of control, financial and otherwise, established by the 

management in order to carry on the business of the enterprise in an orderly and 

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

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

definition reveals that the internal control is established in order to enhance prudent 

management of resources and transparency in the accounting process. Also effective 

internal control requires; appropriate accounting procedure and system, division of 

duties i.e. separation of responsibilities, especially those of authorisation, regular 

verification of supervision of each person’s work by their superior officers. 

 

Oshisami (1993:50) defines internal control system as “the managerial functions of 

defining and allocating responsibilities and identifying line of reporting that 

encompass all aspects of operations for the attainment of corporate objectives of an 

organisation”. 

 

The System of Auditing Procedure (SAP) 33 of the American Institute of Certified 

Accountants, as cited in Daniel (1999:43) defines internal control system as “the plan 

of organisation and all of the coordinate methods and measures adopted within a 

business to safeguard its assets, check the accuracy and reliability of its accounting 

data, promote operational efficiency, and encourage adherence to prescribed 

managerial policies”. The adherence to prescribed managerial policies in order to 

promote operational efficiency. 
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The above definition of internal control brings out, in clear terms that the internal 

control extends beyond financial and accounting matters, on the custody of the 

organisation’s assets. In its broad sense, it includes all the controls operated by an 

organisation to facilitate its activities and improve its efficiency and productivity. It 

also includes all administrative controls designed to effect, supervise and check 

management policies and strategies within an organisation such as organisation and 

method, work study, production control, marketing, selling and distribution, financial 

and accounting control. 

 

The main objective of internal auditing is to provide assurance to the management 

that the internal control system in the organisation is sound in design and effective in 

operation. It also helps to achieve value for moneym(Momoh, 2005). Okwoli (2004) 

also shares the view that the present requirement of internal audit is not the detection 

and prevention of fraud and errors, but reviewing the system of internal control. This 

is because in public organisations, internal audit is meant to carry out an independent 

appraisal of the effectiveness of internal controls and other financial controls 

operating in such ministry. 

 

Normanton, as cited in Daniel (1999), emphasizes the importance of internal audit by 

saying that “without audit, no accountability; without accountability, no control; 

without audit, no efficiency; without efficiency, no development. The growth of any 

economy depends to a large extent on the system of control adopted by the 

government and the success and sustenance of the internal control lies on internal 

auditing. The above observation underscores the importance of internal audit in 

every government organization. 

 

Management Control in Public Sector 

Management control in its broadest context is the means by which an organization 

carries out its objectives effectively and efficiently. Public sector management can be 

generally distinguished as having hierarchical structures composed of responsibility 

centers, units, sections, departments and divisions. Central government department, 

the natural health services depend directly on the exchequer for all their funds. If 
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changes are made for certain services they are usually nominal and have a little 

impact on the level of services offered. 

 

Autonomous bodies are subjected to high degree of Central government control. 

Local government authorities receive by far the largest proportion of their funds 

through the rate support grant or allocation. They can equally raise revenue locally, 

primarily by levying rates; the extent of their power is strictly monitored by central 

government.  

 

Therefore, the management and control of the public purse is the heart of 

government administration. The internal audit reports directly to the District 

executive, the financial regulations, however, enjoins the District  executive of each 

local government authority  to ensure that the accounting and finance functions and 

internal audit functions are placed under the direct control of suitable competent 

accountants. 

 

Internal audit and risks management in Public sector 

Namee & Selim (1998) consider that the emergence of the risk concept has 

influenced also the concept of internal audit whose development consists of three 

stages: identification and analysis of risks, systems of internal control, audit of 

activities with emphasis on risks. Generally, internal audit is an independent function 

of control, a component of the entity, having the aim to evaluate and examine its 

activities, being considered a valuable service for the entity. 

 

Morris (quoted by Renard, 2008) approaches the internal audit in terms of its 

essential role and the support granted to the managing board, “in order to handle the 

internal control”. This opinion consolidates the role of the internal audit, which is to 

ensure the quality of the existing internal controls, the manner they are applied, the 

correctness and effectiveness of the implemented strategy, giving courage and 

confidence to the internal audit. 
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A complete definition of the internal audit is given by the Institute of Internal 

Auditors through the International Standards of Internal Audit, adopted at national 

level as the Internal Audit Standards: an independent and objective activity giving 

ensurance to an entity on the degree of control of its operations, guiding it in order to 

improve its operations and contributing to plus value addition.  

 

The role of the internal audit is to support the entity in achieving its objectives, 

assessing by systemic and methodic approaches its processes of risk management, 

control and governance of the organization, and coming up with proposals to 

consolidate their effectiveness. 

 

The concept of internal audit in the public sector, called public internal audit, is the 

activity functionally independent and objective giving insurance and counseling to 

the managing board for a good management of public revenues and expenses, 

improving the activities of the public sector entity; it helps the public entity in 

achieving its objectives through a systemic and methodic approach evaluating and 

improving the efficiency and effectiveness of the management based on risk, control 

and process management (Law no.672/2002). 

 

The thorough examination of the last two definitions, relatively similar, shows 

clearly that risk management is the responsibility of the managing board of the 

entity, which, in order to achieve its objectives, has to make sure that the risk 

management processes are implemented and they function well 

 

Therefore, the internal audit is approached in accordance with the risks because the 

assessment carried out by the auditor means that this one has examined the areas 

having weaknesses. The role of the internal audit is to offer information to the 

management in order to diminish the negative consequences generated by risks in 

achieving the objectives of the entity and risk management efficiency. 

 

 

 



 
 
 

30 
 

CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1       Introduction 

This chapter focuses on the description of the procedures that were employed in the 

study. Mugenda and Mugenda, (1999) state that this chapter should specify the 

research design, study population, sampling and sample size, data sources, tools used 

in data collection, measurement of variables, reliability and validity of instruments. 

 

3.2       Types of study  

The type of study employed was the case study method. The case study design helps 

a researcher to get detailed data because it employees several methods of data 

collections. 

 

3.3      Study Area 

The study area is the internal audit in Local Government Authority. The internal 

audit is responsible for the audit of all financial transactions by carrying out a 

continuous examination of all accounting books and records maintained in the 

organisation with a view to checking or detecting fraud and correcting errors.  

3.4    Research Design 

Kothari (2004) define the research design as an arrangement of conditions for 

collection analysis of data in a manner that aim to combine relevance to the research 

purpose with economy in procedure. It constitutes a blue point for the collection, 

measurement and analysis of data. A research design provides a framework for the 

collection and analysis of data. A choice of research design reflects decisions about 

the priority being given to a range of dimensions of the research process. The data for 

this study was collected at the operating point of the organization. 

 

3.5     Study population  

The study  population was 100 employees, which comprise 1  District 

Executive Director, 25  Finance Officers, 26 heads of departments and 40 other staff 
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of Pangani District Council, 5 members of audit committee  3  Heads and staff of 

internal Audit Departments (IADs) from which a sample was selected. The study was 

carried out using purposive sampling as these respondents were viewed as those 

involved directly in the management and these were stratified depending on the 

responsibilities they carry out in the management (Sekaran, 2003; and Mugenda and 

Mugenda, 1999). 

 

3.6  Units of Analysis 

In this research, data collection were categorised into quantitative and qualitative 

forms. The quantitative data analysed by simple statistics tools such as simple tables, 

diagrams and frequency distribution tables (Saunders et al, 2003).  The qualitative 

data was analysed by descriptive measures. For both methods the unit of analysis 

was the organisation (Collis and Hussey, 2009), with responses from senior 

managers being combined to provide an overall outcome. These methods enable the 

researcher to easily identify the factors considered to be important by the selected 

respondents.(Saunders et al 2003) suggest that, it is important to have a clear picture 

of the phenomena on which you wish to collect prior the collection of the data. 

  

3.7   Variables and their measurement 

Measurement of the Effectiveness of Internal Audit (Dependant variable) 

A key aspect in seeking to add to understanding and knowledge of the drivers of 

internal audit quality and effectiveness is the manner in which effectiveness is 

measured, or perhaps more accurately, proxies for, in both the public and private 

sector, have utilized a variety of approaches and measurement techniques.  These 

studies sought to measure directly the auditee’s satisfaction with the work of internal 

audit whereas other studies have used an indirect measure, in particular or the extent 

to which internal audit recommendations are endorsed and acted upon. Other studies, 

for example (Dittenhofer, 2001) argue that wider measures in terms the capacity of 

internal audit to evaluate the achievement of auditees’ goals and objectives - and to 

provide remedies should these goals and objectives not be realized.  Linked to this 

are those studies concentrate on the ability of the internal audit function to positively 
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influence the quality of corporate governance (Gramling et al., 2004; Sarens, 2009), 

which by implication includes the capacity to ensure that risk management and 

internal control processes are effective. 

 

Based on this and consideration of the relative advantages and disadvantages of the 

measures chosen it were decided to employ a measure of internal audit effectiveness 

by reference to the quality of the function as perceived by auditees. This overall 

measure were itself aggregating auditee responses to questionnaire questions relating 

to aspects of the internal audit function including: ability to plan; improving the 

productivity of the organization; ascertaining the consistency of the results with 

established objectives and goals, implementation of internal audit recommendations; 

evaluating and improving risk management; evaluating internal control systems and 

making recommendations for improvement.  

 

 Measurement of the Independent Variables 

The independent variables were measured by collating and aggregating internal 

auditor responses from the questionnaire. These questions were spread across the 

five principal factors as set out below (the majority of the sub-categories themselves 

containing multiple questions). 

 

(i) The competence of the internal audit department was measured by four 

indicators, these being: educational qualifications, professional qualifications, work 

experience in the field of internal audit, and continuous development (average annual 

training hours). 

 

(ii) The size of the internal audit department was measured by the number of 

internal auditors employed within it. 

 

(iii) The relationship between internal and external auditors were measured by a 

number of proxies, these being: attitude towards external auditors, coordination 

including discussing mutual interests, discussion of audit plan, external auditor’s 

reliance on the work of internal audit, frequency of meetings, sharing working 
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papers, and management encouragement to promote the relationship between these 

two groups. 

 

(iv)  Management support for internal audit were measured by a number of 

indicators, these being: involvement in the internal audit plan, providing 

management with reports about the work the internal audit team performs, the 

management’s response to internal audit reports, the resources of the internal audit 

department. 

 

(v) The independence of the internal audit department were measured by nine 

items, these being: the level of independence, reporting level, direct contact to the 

board and senior management, conflict of interest, interference, unrestricted access to 

all departments and employees, appointment and removal of the head of internal 

audit, and performing non-audit activity. 

 

3.8  Sample size and Sampling Techniques 

Sekaran (2003), recommends that for research activities, educational and 

psychological measurement, the sample size of respondents should be determined 

using Krejcie and Morgan (1970) tables. According to the tables, the appropriate 

sample size of a target population of 100 is 61 respondents. 

Table 3.1: Population and Sample Composition 

Population Category 

Population No. 

Expected 

sample No. 

DED 1 1 

Internal Auditors 3 3 

Heads of Department 26 15 

Finance Officers 25 17 

Audit committee members 5 5 

Other staffs 40 20 

TOTAL 100 61 

    Source: Primary data 
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It is not possible to involve all employees of PDC in the process of evaluation of 

research it have importance to have the representative members who represent other 

member as the sample in order to capture the view of the organization. This sampling 

use judgment sampling, random sampling and purposively sampling. The study 

was adopting a multistage stratified sampling method to select elements. 

 

Types and source of Data 

Primary Data Source 

By use of self administered questionnaires, primary data was collected from a 

selected sample of respondents in the PD LGA, Internal Auditors, Heads of 

Departments, District Executive Director, Audit committee members, Finance 

officers and other staffs. However, because some of the targeted respondents were 

found to have difficulty in filling the questionnaire, the researcher interviewed the 

respondents.  

 

Secondary Data Source 

Secondary data was collected from journals, books, internet libraries, documents and 

reports from PD LGA,  Audit Reports,  and any other published literature i.e. 

financial and management reports on top of correspondences from the community. 

The researcher further used minutes, circulars, records and reports. 

 

3.9  Data collection methods. 

Questionnaires were used to collect data from the selected respondents using 

structured questions. The questionnaire was developed on a two point Likert scales 

measuring from Agree  to Disagree (Sekaran, 2003). All questions were arranged in 

one direction and all the constructs were operationally defined. 

 

Interviews  

Are very similar to questionnaires as they are organized around a series of questions 

that the interviewee can respond. Although interviews are longer winded than 

questionnaires. They are also a lot more personal than questionnaires and are able to 

collect more detailed information. Interviews are usually take place face-to-face and 
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one-to-one which enables the interviewer to gain information on a more sensitive 

subject.   

 

Observation 

Observation is a primary method of collecting data by human, mechanical, electrical 

or electronics means with direct or indirect contact. As per Langley P, “Observations 

involve looking and listening very carefully. We all watch other people sometimes 

but we do not usually watch them in order to discover particular information about 

their behavior. This is what observation in social science involves.” 

Observation is the main source of information in the field research. The researcher 

goes into the field and observes the conditions in their natural state. 

There are many types of observation, direct or indirect, participant or non-

participant, obtrusive or non-obtrusive, structured or non-structured. The observation 

is important and actual behavior of people is observed and not what people say they 

did or feel. It is useful when the subject cannot provide information or can only 

provide inaccurate information like people addicted to drugs. But at the same time, in 

observation the researcher does not get any insight into what people may be thinking 

 

3.10  Validity issues 

This situation of test validity was done by directly matching the statement of the 

question it be the same and appearing in the data collection tools with their 

corresponding specific objective. Also opportunities for the individuals involved in 

the pilot data collection tools were requested to give comment on the question 

appearing in the data collection tools if they collected the expected data. Using these 

comments to improve the data collection tools before the existing fact data collection 

exercise started. 

 

Validity simple the information that supports the reality and truth of the result 

obtained. The validity test on the tools used based rely on comment which resulted 

from the pilot exercise in order to check the validity if the data collection tools one of 

http://www.isle.org/~langley/
http://www.isle.org/~langley/
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colleagues requested to check if the question which used in data collection relating 

with objective.  

 

Validity is concerned with whether the findings are really about what they appear to 

be about. Validity is defined as the extent to which data collection methods or 

methods accurately measure what they were intended to measure Saunders and 

Thornhill,( 2003). 

 

The two elements convergent validity and discriminate validity are components of a 

larger scientific measurement concept known as construct validity Straub et al 

(2004). These two validities capture some of the aspects of the goodness of fit model, 

i.e how well the measurement items relate to constructs. When factorial validity is 

acceptable, it means each measurement items relate to construct it is relate to, while 

correlating weakly or not significantly with all other issues. 

 

3.11 Data Analysis methods 

The responses to the structured close-ended questions was rated in percentages. 

The percentage of respondents for each alternative were given and analyzed. The 

data collected was analyzed using the computer software known as Statistical 

Package for Service Solution(SPSS) 
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CHAPTER FOUR 

DATA ANALYSIS AND PRESENTATION OF FINDINGS: 

 

4.0   Introduction 

This Chapter presents and interprets the data collected and analyzed in Chapter 

Three. The presentation is guided by the research objectives of the study. 

 

4.1   Data Analysis 

The researchers made use of questionnaires. Data was collected, edited and was 

analyzed using Statistical Package for Social Scientists (SPSS). Analysis output 

included; Descriptive statistics (frequencies and percentages ). 

 

4.2  Effectiveness of Internal Audit 

Descriptive statistics were used to examine the effectiveness of internal audit as an 

instrument of improving Public sector management in PD Local Governments 

Authority.  The results were analyzed and interpreted on Table 4.1 below; 

 

Table 4.1: Effectiveness of Internal Audit in PD LGA 

No.         RESPONDENTS     RENSPONSES   PERCENTAGES 

AGREES DISAGREE AGREE DISAGREE 

1. PD LGA have an internal audit unit 61 0 100 0 

2. The IA have access to sufficient skilled 

and experienced staff and financial 

resources to meet their responsibility 

and the expectation of key stakeholders 

59 2 85.25 14.75 

3. IA working practice are efficient and 

effective and are guided by an up to 

date IA manual 

59 2 85.25 14.75 

4. The organization allows IA employees 

to participate in training and 

development programs in order to 

53 8 86.89 13.11 
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maintain skills and keep up to date in 

the field 

5. IA employees have the appropriate and 

relevant education in auditing that 

allows them to all organization system 

55 6 90.16 9.84 

6. An IA effectively check fraud in PSM 

(PD LGA) 

48 13 78.69 21.31 

7. The IAD does not function effectively 

in PD LGA 

9 52 14.75 85.25 

8. The annual audit plan is determined 

completely by the Internal auditor 

61 0 100 0 

9. Detailed budget proposals and 

information on staffing are included in 

the annual work plan of IA 

60 1 98.36 1.64 

10 The IA is able to cover all organization 

units and all issues 

57 4 93.44 6.56 

11 The IA staff  has free access to 

information and data about the 

organization 

61 0 100 0 

12 All organization data pools are 

accessible to the IA 

57 4 93.44 6.56 

13 The areas auditees are very significant 

to the organization 

55 6 90.16 9.84 

14 The response of auditees to the audit is 

submitted in writing and is relevant and 

comprehensive 

61 0 100 0 

15 There is regular follow up by the IA 

staff to examine actions taken to correct 

the problems found 

60 1 98.36 1.64 

16 There is a direct working relationship 

between internal auditors with the heads 

60 1 98.36 1.64 
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of department 

17 There is a direct working relations with 

the DED and managerial team 

61 0 100 0 

18 The IA also perform other activities 

such as developing procedures and 

conducting economic and financial 

audit 

61 0 100 0 

19 Terminating the work of the IA requires 

the approval of the board of 

directors/the Civil Service Commission 

60 1 98.36 1.64 

Source: Field study 

 

Results from Table 4.1 above revealed that 100 percent of the respondents agreed 

that Pangani District have an Internal Audit Unit, 85.25 percent of the respondents 

agrees that the IA have access to sufficient skilled and experienced staff and financial 

resources to meet their responsibility and the expectation of key stakeholders while 

14.75 percent answers in negative. 85.25 percent of the respondents agreed that IA 

working practice are efficient and effective and are guided by an up to date IA 

manual. 86.89 percent of the respondents agreed that the organization allows IA 

employees to participate in training and development programs in order to maintain 

skills and keep up to date in the field. IA employees have the appropriate and 

relevant education in auditing that allows them to all organization system (90.16 of 

the respondents agreed with the statement). 

 

Results further revealed that 78.69 percent of the respondents answered that an 

internal auditor effectively checks fraud in PSM (PD LGA), 85.25 percent of the 

respondents answered negative on the statement that the IAD doesn’t function 

effectively in PD LGA.   

 

However, 100 percent of the respondents agreed that the annual audit plan is 

determined completely by the internal auditor, and 98.36 percent of the respondents 
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answered that the detailed budget proposals and information on staffing are included 

in the annual work plan of IA. 93.44 percent of the respondents say that the IA is 

able to cover all organization units and all issues, and all respondents says that the IA 

staff has free access to information and data about the organization. 93.44 percent of 

the respondents answered that all organization data pools are accessible to the IA. 

 

Furthermore 90.16 percent of the respondents agreed that the areas audited are very 

significant to the organization, and all respondents says that the response of audited 

to the audit is submitted in writing and is relevant and comprehensive while 98.36 

percent of the respondents answered that there is regular follow up by the IA staff to 

examine actions taken to correct the problems found. 

 

Uncertainty was further observed that 98.36 percent of the respondents agreed that 

there is a direct working relationship between internal auditors with the heads of 

department. And all respondents (100 percent) answered that there is a direct 

working relations with the DED and managerial team and the IA also perform other 

activities such as developing procedures and conducting economic and financial 

audit but 98.36 percent of the respondents agreed that terminating the work of the IA 

requires the approval of the board of directors/the Civil Service Commission. 

 

4.3  Internal audit Department are adequately trained staffed to check fraud  

Descriptive statistics were used to find out whether Internal Audit Department in 

Local Government Authority of Pangani District is adequately trained staffed to 

check fraud and fraudulent activities in such local government. The results were 

analyzed, interpreted  and inferences are drawn in table 4.2 below, 

Table 4.2: Effectiveness to check fraud in public sector organization 

 Respondents Frequency Percent 

 yes 48 80.0 

no 12 20.0 

Total 60 100.0 

Source: Field study. 
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Figure 4.1 : Effectiveness of check fraud 
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Source: Field study 

The results in Table 4.2 and figure 4.1 above reveals that, 80 percent of the 

respondents answered positive that the Internal Audit Department in LGA of Pangani 

District are adequately trained staffed to check fraud and fraudulent activities in such 

PD LGA, while 20 percent of the respondents answered negative. 

 

4.4  Existence of Internal Audit Department in Pangani District LGA 

Descriptive statistics were used to find out the persistence existence of frauds and 

fraudulent activities in PD LGA despite the existence and adequate functioning of 

Internal Audit Department. The questionnaire were  distributed to  61 respondents  

and all  respondents  returned the questionnaires as shown in table 4.3 below.The 

results were analyzed, interpreted and inferences are drawn. 

Table 4.3 Existence of Internal Audit Department 

Categories  No. of Respondents       Agree Disagree 

Auditors 3 3 0 

Finance 

Officers 

17 17 0 

DED 1 1 0 

HOD’s 15 15 0 

ACM 5 5 0 

Other Staffs 20 20 0 

Total 61 61 0 

Source: Field Study 
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The above table revealed that, all respondents belonging to various categories in 

Audit Department agreed that the Internal Audit Department significant exist in 

Pangani District Local Government Authority. This is because internal audit is 

regarded as an important and useful source of information to the management of PD 

LGA. Internal Audit Department operates “independent” of the entity placed high 

usually immediately below the executive head of a department.  It continuously 

reviews accounts and other records and reports to the departmental head/Accounts 

Committee. 

 

4.5 Importance of an organization Internal Control System 

The data for this which were collected for the test came of the question which asked 

respondents to list the importance of Internal Control System for ensuring the safe 

and soundness of Pangani District LGA. The collected data appeared as depicted in 

table 4.4 

Table 4.4: Frequency table on  Importance of ICS 

S/No             Importances Frequencies 

1. Safeguarding of assets 61 

2. Optimizing the use of resources 59 

3. Preventing and detecting of errors and fraud 60 

4. Maintaining accuracy and reliability of data 58 

5. Efficiently achieving goals, plans and objective of the 

entity 

61 

Source: Field study 

 

The above table 4.4 reveals that 61 respondents were affirmation that the importance 

of an internal control system is to safeguard assets and efficiently achieve goals, 

plans and objectives of internal audit function. 60 respondents say that, is to 

preventing and detecting of errors and fraud, while 59 respondents were affirmation 

that the importance of ICS is to optimizing the use of resources and 58 respondents 

says to maintain accuracy and reliability of data. 
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4.6  Management Support for Internal Audit 

Descriptive statistics were used to know the management support for internal audit in 

PD Local Governments Authority. The questionnaire consists of 8 questions were 

distributed to 61 respondents from PD LGA, and all questionnaires duly answered 

were returned, The results were analyzed and interpreted in table 4.5 below  

 

Table 4.5 Management support for IA in PD LGA 

 

S/No 

     

RESPONDENTS 

  RENSPONSES PERCENTAGE 

AGREES DISAGREE AGREE DISAGREE 

1.  Top management provide 

support /corporate with 

internal audit staff 

61 0 100 

 

0 

2. Management does not 

provide enough support and 

encouragement for training 

and developing of IA staff 

30 31 49.18 

 

50.82 

3. Management does not 

recognize the importance of 

Training and developing of 

IA staff 

0 61 0 

 

 

100 

4. The management provide 

resources to IAD 32 29 52.46 

 

47.54 

 

5. The internal audit helps the 

productivity of an 

organization 

61 0 100 

 

0 

6. The number of employees 

are adequate given the 

amount of auditing work 

currently requires 

57 4 93.44 

 

 

6.56 

7. The management response to 61 0 100 0 
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IA report  

8. Management involved in IA 

plan 
55 6 90.16 

 9.84 

Source: Field study 

 

The results from table 4.5 above revealed that all respondents say that top 

management provide support /corporate with internal audit staff, 50.82 percent of the 

respondents answered negative on management does not provide enough support and 

encouragement for training and developing of IA staff, and 100 percent of the 

respondents disagreed with the statement that management does not recognize the 

importance of Training and developing of IA, 52.46 percent of the respondents 

agreed that the management provide resources to IAD staff. 100 percent of the 

respondent agreed that the internal audit helps the productivity of an organization. 

93.44 percent says that the number of employees is adequate given the amount of 

auditing work currently request, 100 percent of the respondents agreed that the 

management response to IA report and 90.16 percent agreed that Management 

involved in IA plan. 

 

4.7 Discussion of findings 

 

Effectiveness of Internal Audit 

 Results revealed that Pangani District have an Internal Audit Unit. This is in line 

with the Local Government Act 1982 in accordance with Section 45(I) of Local 

Authority Finances Act No. 9 of 1982 stated that each urban and district LGA shall 

employ its own Internal Auditor who shall audit its accounts (URT, 2005).  because 

it supports good internal governance, it ensure consistency with other levels of 

government and it improve the effectiveness of risk management, control and 

governance processes.  

 

The IA has access to sufficient skilled and experienced staff and financial resources 

to meet their responsibility and the expectation of key stakeholders. This is in line 
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with findings of (El-Nafabi, 1998; Wolderupheal, 1998; Schyf, 2000; Brierley et al., 

2001). The greater the competence of staff within the internal audit department (in 

terms of educational qualifications, professional qualifications, work experience, and 

continuing professional development) the more effective the internal audit. Internal 

audit staff in PD LGA  should identify required qualifications and competencies, 

including: Proficiency in applying internal audit standards, procedures and 

techniques, Proficiency in accounting principles and techniques,  An understanding 

of management principles required recognizing and evaluating the significance of 

deviations from good business practices, An appreciation of fundamental concepts in 

areas such as accounting, economics, commercial law, taxation, finance, quantitative 

methods and IT, Effective interpersonal skills , Skills in oral and written 

communication  and ability to identify key issues in any area under review.  IA 

working practices are efficient and effective and are guided by internal audit manual. 

 

However, respondents reported that the organization allows IA employees to 

participate in training and development programs in order to maintain skills and keep 

up to date in the field. IA employees have the appropriate and relevant education in 

auditing that allows them to audit all organization system. 

 

Uncertainty was further observed as to an internal auditor effectively check fraud in 

Public sector Management (PD LGA) and this can be seen once an auditor assigned 

for investigation assignment. The Internal Audit Department doesn’t function 

effectively in PD LGA, more respondents disagreed with this because an Internal 

Audit Department are function effectively. 

 

The annual audit plan is determined completely by the Internal auditor, This mandate 

is covered by Order No. 290 Sect 14 (1) of the LAFM which states that an internal 

auditors are in collaboration with the DED, prepare Annual work plan for internal 

Audit Department and have a copy sent to the Office of Controller and Auditor 

General, Minister for the Local Government and Regional Commissioner. Detailed 

budget proposals and information on staffing are included in the annual work plan of 

IA. The IA is able to cover all organization units and all issues, The IA staff has free 
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access to information and data about the organization. All organization data pools are 

accessible to the IA. 

Further results revealed that the areas auditees are very significant to the 

organization,The response of auditees to the audit is submitted in writing  and is 

relevant and comprehensive. There is regular follow up by the IA staff to examine 

actions taken to correct the problems found. There is a direct working relationship 

between internal auditors with the heads of department; this is because an auditor is a 

sub accounting officer to the director, on management of all financial matters 

delegated to the department. 

 

The internal auditor also performs other activities such as developing procedures and 

conducting economic and financial audit, in conducting audit or investigation an 

internal auditor of PD LGA shows clearly title of the audit program, objectives of the 

audit and the audit procedures in logical sequential flow and this mandate is covered 

by Order No. 290 Sect 14(3) of the LAFM.  And the terminating the work of the IA 

requires the approval of the board of directors/the Civil Service Commission. 

 

Effectiveness of check fraud in Public Sector Organization 

The results reveals that, the majority of the respondents of PD LGA agreed that the 

Internal Audit Department in LGA of Pangani District are adequately trained staffed 

to check fraud and fraudulent activities in such local government, while others are 

disagreed. I support the majority of the respondents because IA prevent and detect 

fraud in PD LGA. And management of PD LGA ensures that all necessary measures 

needed to prevent and detect fraud are followed, Procedures adopted by the IA staffs 

are efficient and effective, there is independence and no interference by management 

in its role of fraud prevention and detection, and the reports are proactive rather than 

reactive that check financial and prevent fraud before occurrence. 

 

This is in line  with the findings of Welch, et al (1996) in similar studies said that 

organizations functioned more effective in detecting fraud with the presence of IA 

when compared with those without. 
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Further findings Thomas and Clement (2009) , who concluded their study by 

reporting that the attitude of IA are slightly more positive towards responsibilities for 

fraud prevention rather than fraud detection despite the fact that IA are generally 

knowledgeable about professional standards. 

 

Importances of Internal Control Systems 

Importance of an internal control system is to safeguarding the assets and efficiently 

achieving goals, plans and objectives of the study. Others say that the importance of 

ICS is to preventing and detecting of errors and fraud, to optimizing the use of 

resources and to maintain accuracy and reliability of data. However, audit functions 

are primarily aimed at re - enforcing existing systems of Internal Control and at re - 

enforcing the incentives to achieve Value for Money Lawson A., De Renzio P., 

Umarji M. (2006) and Treba (2006) . 

 

PD LGA improves its ICS because there is implementation of separation of duties 

among different employees to reduce the risks of error or inappropriate actions, 

ensures no one has complete control over all aspects of any financial transactions 

have been processed accurately and appropriately. Also PD LGA ensures that cash 

equipment, inventories and other property are secured physically, counted 

periodically and compared to control records, limit access only to authorized persons.  

 

Just in line with the findings of Kaplan, (2008); Thuy, (2007), Sarbanes-Oxley  Act 

(SOX, 2002) and Laura, (2002), the findings of the study revealed that PD LGA 

expenditures are duly approved in advance by appropriately authorized persons.  

Cheque authorization, processing, and signing and the accounting functions are 

clearly segregated. All staff in charge of the PD LGA performs their responsibilities 

as per the regulations and guidelines. 

 

The findings revealed that Internal Control Systems have a significant positive effect 

in achieving effectiveness of internal audit in PSM. This means that when Internal 

Control Systems improve, there will be attainment of effectively IA in Local 

Governments.    
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The study further reveals that there a significant positive relationship between the  

Control Environment, Control Activities, Risk Assessment, Information and 

Communication, and Monitoring and Effective IA  in Local Governments. Though 

Control Environment, Risk Assessment and Monitoring were revealed to  have more 

significant  component of ICS. This implies that the more  sound the Internal Control 

Systems and the more the Internal Control Systems are  adhered too, the higher the 

chances that Local Governments will be Effectiveness in IA . 

 

Top Management Support 

The results revealed that top management provide support /corporate with internal 

audit staff, the internal audit helps the productivity of an organization, the 

management response to IA report, Management does not provide enough support 

and encouragement for training and developing of IA staff most obviously, the 

support of management is almost crucial to the operation and success of IA. It may 

even be that all the other determinants of IA effectiveness derive from the support of 

top management, given that hiring proficient IA staff, developing career channels for 

IA staff, and providing organizational independence for IA work are all results of 

decisions made by top management. 

 

Management involved in IA plan, the management provides resources to IAD, The 

number of employees are adequate given the amount of auditing work currently 

request, Management does not recognize the importance of Training and developing 

of IA staff. This is in line with the findings of (Fernandez and Rainey 2006) In any 

case, it is not surprising that top management support is key to the effectiveness of 

IA, as this factor has been found to be a crucial element in the success of other 

organizational processes such as organizational change and quality improvement 

(Dale and Duncalf 1985; Ebrahimpour and Lee 1988; Flynn et al. 1994). Employees 

behave as they perceive they are expected to by their supervisors and managers 

(Wheelwright 1981).  
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CHAPTER FIVE 

SUMMARY, CONCLUSIONS, AND POLICY IMPLICATION. 

 

5.0   INTRODUCTION 

This study was designed and carried out to investigate the effectiveness of Internal 

Audit as an instrument for improving public sector management. This chapter gives 

the conclusions and recommendation, limitation of the study of the research findings 

presented and interpreted in chapter four. Also suggested areas for further research 

are also presented. 

 

Internal auditing is a profession and activity involved in advising organizations 

regarding how to better achieve their objectives through managing risks and 

improving internal control. The scope of internal auditing within an organization is 

broad and may include various internal control related activities such as the review of 

the effectiveness and efficiency of operations, the reliability of financial reporting, 

investigation fraud, risk assessment, safeguarding of assets, and compliance with 

laws and regulations. Internal audit activities therefore provide assurance on the 

effectiveness of public sector entities’ internal control environment and may identify 

opportunities for performance improvement. 

 

The area of internal auditing is probably one of the most dynamic and yet important 

subjects to come to our attention. Internal audit is currently at a crucial stage in its 

development as there is a growing demand for audit services. What has yet to be 

formed is a consensus among theory and practice. This research did not have the 

intention of concluding the discussions over this matter; however, it is expected to be 

one more element to help the formation of opinions and to diffuse other discussions 

on the subject. This study has made a first and successful attempt to investigate the 

effectiveness of internal audit in public sector management. 

 

The Internal Audit function in the public sector faces a perception as managers do 

not support Internal Audit, and to some extent a credibility problem as a value-

adding unit of the organization. The Internal Audit Agency (2006) believes that the 
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importance of Internal Audit is "shrouded in obscurity”. This unfortunate 

background continues to play down the importance of Internal Audit as a key 

function that can strengthen the oversight responsibility of the governing body. This 

reflects in the management attitude towards the Internal Auditor.  

 

Most often than not the budget of the Internal Audit Unit, if any exist at all, is 

woefully inadequate to enable them meet the resource requirements of their annual 

audit plans. Internal Auditors are seen more as fault finders rather than solution 

providers and partners in the Public sector’s strive for organizational excellence. 

Internal audit is an integral part of the finance structure of public organizations. A 

constant complaint in the sector is that internal audit department is too understaffed 

and under resourced generally to be fully effective. There exist a lot of arrears of 

work due to inadequate staffing of Internal Audit Departments. There is inadequate 

knowledge of Electronic Data Processing (EDP) and Computer for efficient auditing 

of computerized systems. Most of the public sector management working papers do 

not provide adequate documentation because of this problem.  

 

Staff of the internal audit department is not well resourced like transport, allowances 

and it makes them to lack interest in their work. Many adduce the argument that 

internal auditors, being employees in public sector do not have the liberty to exercise 

the unbiased and independent attitude so necessary to an auditor. In the heat of the 

controversies for inept public sector performances, Tanzania as a developing 

economics and Pangani District Council in particular has to garner her resources for 

effective developmental utilization and the need for the services of Internal Auditors 

in the Public Sector becomes more imperative, hence this research into the 

effectiveness of using Internal audits as instrument of improving Public Sector 

Management. 

 

The research questions of the study were, can internal auditor effectively check fraud 

in Public sector organizations? Does the internal Audit department function 

effectively in Pangani District, LGA? , Did the Internal Audit comply with general 

standards (Auditing standards) in Internal Control System in Pangani District, LGA? 
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The objectives of the study was to find out whether Internal Audit Department in 

LGA of Pangani District are adequately trained staffed to check fraud and fraudulent 

activities in such local government, to finding out the persistent existence of frauds 

and fraudulent activities in   Pagan District, LGA despite the existence and adequate 

functioning of Internal Audit Departments, to know the importance of organization 

Internal Control System for ensuring the safe and soundness of Pangani District 

LGA, and  to examine the management support for Internal Audit staffs in PD LGA.   

 

Internal audit “measures, analyses and evaluates the efficiency and effectiveness of 

other controls established by management in other to ensure smooth administration, 

control cost minimization, ensure capacity utilization and maximum benefit 

derivation. In the view of Adeniji (2004) Internal audit is part of the internal control 

system put in place by management of an organization. It is an aid to management; it 

ensures that the financial operations are correctly carried out according to the law 

and also in accordance with the wishes of the board or council. Internal audit is a 

branch of management, which enables compliance with established financial 

instructions on expenditures. 

 

 In order to achieve agreed objectives, public sector officers must incur expenses in 

line with established financial instructions. It is the responsibility of the internal audit 

to ensure adherence to these instructions by personnel involved in public sector 

administration.  

 

The implementation guideline on the application of civil service reforms in the local 

government service (1998) as cited in Shehu (2004) and (Sani, 2009) provided that; 

there shall be established in each local government, an internal audit unit, headed by 

a qualified accountant to provide a complete and continuous audit of the accounts, 

and records of revenue and expenditure. The internal auditor of each local 

government shall directly be responsible to the accounting officer and the Auditor 

General of the local government council, and therefore he shall report monthly to the 

accounting officer, as well as to the Auditor General of the local government council, 
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on the true progress of the audit. He shall also issue special reports, if necessary, 

where, in his opinion, the attention of the Auditor  

 

General of the local government council should be drawn. The main objective of 

internal auditors at local government level is; to promote accuracy and reliability in 

accounting and operating data, to safeguard government resources against waste, 

fraud, and inefficiency, to measure the extent of the operating departments 

compliance with government policy, to evaluate the overall efficiency of the 

operating functions (Adams,2004). (Shehu, 2004) is of the view that internal auditors 

at local government should ensure that all officers whose duties involve the handling 

of local government funds are adequately bonded, ensure that the computation and 

casting have been verified and are arithmetically accurate, ensure that all payments 

have been entered in the Departmental Vote Book (DVEA). 

 

From the above definition, it can be seen that the purpose of internal auditing is not 

to discover fraud, as some people assume, but to review and evaluate the activities of 

the organisation with a view to expressing an opinion on the efficiency and 

effectiveness of management as well as adequacy of internal control within the 

organisation. A properly conducted internal audit is expected to reveal errors, 

strengths or weaknesses of the internal control system of the organisation. 

 

The study was conducted at PD-LGA. The method of study used was the case study. 

The case study design helps a researcher to get detailed data simply because it 

employees several methods of data collections. Conduct a research using a case study 

was more detailed study, this means it concentrates in one unit and it were reflect the 

whole District, and the study area is the internal audit in Local Government 

Authority. The study  population was 100 employees, which comprise  1  

District Executive Director, 25  Finance Officers, 26 heads of departments and 40 

other staff of Pangani District Council, 5 members of audit committee  3  Heads and 

staff of internal Audit Departments (IADs) from which a sample was selected. The study 

was carried out using purposive sampling as these respondents were viewed as those 

involved directly in the management and these were stratified depending on the 



 
 
 

53 
 

responsibilities they carry out in the management (Sekaran, 2003; and Mugenda and 

Mugenda, 1999). 

 

Questionnaires were used to collect data from the selected respondents using 

structured questions. The responses to the structured close-ended questions were 

rated in percentages. The percentage of respondents for each alternative were given 

and analyzed. The data collected was analyzed using the computer software known 

as Statistical Package for Service Solution (SPSS) 

 

5.1 FINDINGS  OF THE STUDY 

 

Effectiveness of Internal Audit 

Results revealed that Pangani District have an Internal Audit Unit. This is in line 

with the Local Government Act 1982 in accordance with Section 45(I) of Local 

Authority Finances Act No. 9 of 1982 stated that each urban and district LGA shall 

employ its own Internal Auditor who shall audit its accounts (URT, 2005).  because 

it supports good internal governance, it ensure consistency with other levels of 

government and it improve the effectiveness of risk management, control and 

governance processes.  

 

The IA has access to sufficient skilled and experienced staff and financial resources to meet 

their responsibility and the expectation of key stakeholders. This is in line with  findings of  

(El-Nafabi, 1998; Wolderupheal, 1998; Schyf, 2000; Brierley et al., 2001). The greater the 

competence of staff within the internal audit department (in terms of educational 

qualifications, professional qualifications, work experience, and continuing professional 

development) the more effective the internal audit. Internal audit staff in PD LGA  should 

identify required qualifications and competencies, including: Proficiency in applying internal 

audit standards, procedures and techniques, Proficiency in accounting principles and 

techniques,  An understanding of management principles required recognizing and 

evaluating the significance of deviations from good business practices, An appreciation of 

fundamental concepts in areas such as accounting, economics, commercial law, taxation, 

finance, quantitative methods and IT, Effective interpersonal skills , Skills in oral and written 
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communication  and ability to identify key issues in any area under review.  IA working 

practices are efficient and effective and are guided by internal audit manual. 

 

However, respondents reported that the organization allows IA employees to 

participate in training and development programs in order to maintain skills and keep 

up to date in the field. IA employees have the appropriate and relevant education in 

auditing that allows them to audit all organization system. 

 

Uncertainty was further observed as to an internal auditor effectively check fraud in 

Public sector Management (PD LGA) and this can be seen once an auditor assigned 

for investigation assignment. The Internal Audit Department doesn’t function 

effectively in PD LGA, more respondents disagreed with this because an Internal 

Audit Department are function effectively. 

 

The annual audit plan is determined completely by the Internal auditor, This mandate 

is covered by Order No. 290 Sect 14 (1) of the LAFM which states that an internal 

auditors are in collaboration with the DED, prepare Annual work plan for internal 

Audit Department and have a copy sent to the Office of Controller and Auditor 

General, Minister for the Local Government and Regional Commissioner. Detailed 

budget proposals and information on staffing are included in the annual work plan of 

IA. The IA is able to cover all organization units and all issues, The IA staff has free 

access to information and data about the organization. All organization data pools are 

accessible to the IA. 

 

Further results revealed that the areas auditees are very significant to the 

organization,The response of auditees to the audit is submitted in writing  and is 

relevant and comprehensive. There is regular follow up by the IA staff to examine 

actions taken to correct the problems found. There is a direct working relationship 

between internal auditors with the heads of department; this is because an auditor is a 

sub accounting officer to the director, on management of all financial matters 

delegated to the department. 
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The internal auditor also performs other activities such as developing procedures and 

conducting economic and financial audit, in conducting audit or investigation an 

internal auditor of PD LGA shows clearly title of the audit program, objectives of the 

audit and the audit procedures in logical sequential flow and this mandate is covered 

by Order No. 290 Sect 14(3) of the LAFM.  And the terminating the work of the IA 

requires the approval of the board of directors/the Civil Service Commission. 

 

Effectiveness of check fraud in Public Sector Organization 

The results reveals that, the majority of the respondents of PD LGA agreed that the 

Internal Audit Department in LGA of Pangani District are adequately trained staffed 

to check fraud and fraudulent activities in such local government, while others are 

disagreed. I support the majority of the respondents of PD LGA because IA prevent 

and detect fraud in PD LGA. And management of PD LGA ensures that all necessary 

measures needed to prevent and detect fraud are followed, Procedures adopted by the 

IA staffs are efficient and effective, there is independence and no interference by 

management in its role of fraud prevention and detection, and the reports are 

proactive rather than reactive that check financial and prevent fraud before 

occurrence. 

 

This is in line  with the findings of Welch, et al (1996) in similar studies said that 

organizations functioned more effective in detecting fraud with the presence of IA 

when compared with those without. 

 

Further findings Thomas and Clement (2009) , who concluded their study by 

reporting that the attitude of IA are slightly more positive towards responsibilities for 

fraud prevention rather than fraud detection despite the fact that IA are generally 

knowledgeable about professional standards. 

  

Importance’s of Internal Control Systems 

Importance of an internal control system is to safeguarding the assets and efficiently 

achieving goals, plans and objectives of the study. Others say that the importance of 
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ICS is to preventing and detecting of errors and fraud, to optimizing the use of 

resources and to maintain accuracy and reliability of data. However, audit functions 

are primarily aimed at re - enforcing existing systems of Internal Control and at re - 

enforcing the incentives to achieve Value for Money Lawson A., De Renzio P., 

Umarji M. (2006) and Treba (2006) . 

 

PD LGA improves its ICS because there is implementation of separation of duties 

among different employees to reduce the risks of error or inappropriate actions, 

ensures no one has complete control over all aspects of any financial transactions 

have been processed accurately and appropriately. Also PD LGA ensures that cash 

equipment, inventories and other property are secured physically, counted 

periodically and compared to control records, limit access only to authorized persons.  

 

Just in line with the findings of Kaplan, (2008); Thuy, (2007), Sarbanes-Oxley  Act 

(SOX, 2002) and Laura, (2002), the findings of the study revealed that PD LGA 

expenditures are duly approved in advance by appropriately authorized persons.  

Cheque authorization, processing, and signing and the accounting functions are 

clearly segregated. All staff in charge of the PD LGA performs their responsibilities 

as per the regulations and guidelines. 

 

The findings revealed that Internal Control Systems have a significant positive effect 

in achieving effectiveness of internal audit in PSM. This means that when Internal 

Control Systems improve, there will be attainment of effectively IA in Local 

Governments.    

 

The study further reveals that there a significant positive relationship between the  

Control Environment, Control Activities, Risk Assessment, Information and 

Communication, and Monitoring and Effective IA  in Local Governments. Though 

Control Environment, Risk Assessment and Monitoring were revealed to  have more 

significant  component of ICS. This implies that the more  sound the Internal Control 

Systems and the more the Internal Control Systems are  adhered too, the higher the 

chances that Local Governments will be Effectiveness in IA . 
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Top Management Support 

The results revealed that top management provide support /corporate with internal 

audit staff, the internal audit helps the productivity of an organization, the 

management response to IA report, Management does not provide enough support 

and encouragement for training and developing of IA staff most obviously, the 

support of management is almost crucial to the operation and success of IA. It may 

even be that all the other determinants of IA effectiveness derive from the support of 

top management, given that hiring proficient IA staff, developing career channels for 

IA staff, and providing organizational independence for IA work are all results of 

decisions made by top management. 

 

Management involved in IA plan , The management provide resources to IAD , The 

number of employees are adequate given the amount of auditing work currently 

request , Management does not recognize the importance of Training and developing 

of IA staff . This is in line with the findings of (Fernandez and Rainey 2006) In any 

case, it is not surprising that top management support is key to the effectiveness of 

IA, as this factor has been found to be a crucial element in the success of other 

organizational processes such as organizational change and quality improvement 

(Dale and Duncalf 1985; Ebrahimpour and Lee 1988; Flynn et al. 1994). Employees 

behave as they perceive they are expected to by their supervisors and managers 

(Wheelwright 1981).  

  

5.2 CONCLUSION 

The results of this study provides strong indicative evidence both as to the factors 

which contribute to the perceived effectiveness of the internal audit function – 

competence, independence, size of the function, the relationship between internal and 

external audit and the extent of management support for the internal audit function 

and also as to the role of management support for the internal audit function as a key 

driver of the effectiveness of the function.  

 



 
 
 

58 
 

Generally, this research examined the effectiveness of internal audit as instrument of 

improving public sector management.  The findings revealed that Effectiveness of 

internal is measured by audit ability to plan; improving the productivity of the 

organization; ascertaining the consistency of the results with established objectives 

and goals, implementation of internal audit recommendations; evaluating and 

improving risk management; evaluating internal control systems and making 

recommendations for improvement. This means that when internal audit is effective 

it means there will be improvement of public sector management in Local 

Governments. 

 

The study further reveals that there a significant positive relationship between the top 

management and internal auditors, internal control system, independence of internal 

auditors, competence of internal auditors, number employed in internal audit 

department and effectiveness of internal audit  in Local Governments.  

 

5.3  RECOMMENDATION 

 

 The internal auditors should ensure that reviews of various departmental functions is 

an inevitable need for today’s auditors to acquire the requisite technique and skills in 

computer operations and electronic data processing because of the impact, which the 

advent of computer has made in our lives. It is envisaged that some task such as 

salary preparation, pension accounts, automation of vote book recording and many 

other could be tapped.  

 

In a system where manpower or manual operation are in use as it is a known fact, 

auditors are expected to operate at a tolerable level of performance for total system to 

run properly. Therefore training personnel as well as other training infrastructure 

becomes an important ingredient in the successful operation of control in such 

government parastatals, public sector organizations are carried out periodically in 

order to identify weaknesses in executing responsibilities and make 

recommendations for improvements such reviews should either be weekly, bi-weekly 
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or monthly. Heads of internal audit unit should be in attendance at top management 

meetings to be aware of policies affecting organizational objectives. 

 

After issuing new policies and regulations, the regulatory bodies must formulate 

periodic policy efficiency review plans to ensure that the policies are properly 

undertaken on timely basis by suitably qualified reviewers.  

 

Secondly, Other LGA apart from PD LGA can also use the findings of this study to 

design and implement a tighter system covering risk management and corporate 

governance reporting.  

 

Thirdly, the Tanzanian LGA must focus on improving internal audit resources and 

competencies as well as level of interaction with management team, in order to 

improve the overall effectiveness of internal auditing.  

 

Further the open ended comments revealed that internal audit staff in the PD LGA 

perceived internal auditing as an important function in LGA in Tanzania. This is true 

since even the regulatory bodies  has made internal audit function as a mandatory 

requirement, but the critical area of focus ensuring effectiveness of internal auditing 

remains a dilemma. 

 

 Internal audit staffs in PD LGA suggest that among other things, improving internal 

auditor’s independence, timely and adequate information access, sufficient 

management support on education and on job training to expose internal auditors to 

new developments could help in improving the effectiveness of internal auditing in 

PD LGA. More specifically, this means there is a challenge on the management’s 

part to ensure internal audit effectiveness.  

 

Finally, internal auditors are advised to improve their communication skills so that 

the presentations they make are clear and understandable to their clients. It seems 

that the clients view internal auditors as investigators due to the ineffective way in 

which the internal auditors approach their clients. Internal auditors must spend time 
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in explaining to their clients what the internal audit is expected to achieve and how 

important contributions from the client are to that process.  

 

The findings of this study significantly contributes to stronger understanding of the 

agency theory, which explains the relationship between the owner and the agent 

(Culpan & Trussel, 2005), by underscoring the degree of independence the internal 

auditors must have in Tanzanian LGA. It was observed that the low independence of 

internal auditors in LGA poses a threat to the owner-agency relationship. Finally, the 

study contributes to stakeholder theory, which states that the duties of corporations 

extend to all stakeholders and not only shareholders (Culpan & Trussel, 2005).  

 

The study provides insights to improve the internal audit function in LGA which is 

an integral part of corporate governance reporting since it directly affects the 

interests of all stakeholders such as customers, suppliers, employees, creditors and 

government agencies. The major contribution of this study is that the researchers 

highlight the need to change the outlook of the PD LGA staff towards the internal 

audit function bearing in mind the importance of strong internal audit function for the 

growth of PD LGA which is beneficial for the development of Tanzanian economy. 

Viewing the internal audit function as mere compliance could be detrimental to the 

development of the economy as it could dilute the principal agent relationship.  

 

5.4 LIMITATION OF THE STUDY 

The responses received from the PD LGA were not encouraging. A wider response 

could have made a difference in the study results. The results from survey in other 

LGA could give a different outlook on internal audit issues which would have made 

it more effective in generalizing the findings which is a country specific.  

 

The study was carried out in a short period of time i.e. not long enough to allow in 

depth study. Therefore data collected could be different from that which could be got 

if a longer period was to be used. 
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Normally the respondents  are very discreet, therefore knowing what one was  be 

able to do and what information were accessible for the research was  a limiting 

factor for the successful drawing of the  results 

 

The researcher is neither sponsored by his employee nor by any other institution  as 

most of the university students do, this was therefore make it difficult for the 

researcher to meet and the smoothly  the goals and objectives of the research. 

 

Therefore some of the factors which were used to assess internal audit effectiveness 

in this study might not be relevant in other legal and professional frameworks or in 

countries where the level of development in internal auditing is higher than in 

Tanzania. 

 

5.5 AREAS OF FURTHER RESEARCH 

 

The results from the study point out a number of opportunities, Future research 

should attempt to collect data from other Local Governments in Tanzania to find out 

whether the effectiveness of Internal audit improved public sector management  in 

Local Governments takes the same trend as that in Pangani District LGA.  

 

This research concentrated in LGAs, yet further research could be carried out among 

the  the Central Government Ministries to establish the effectiveness of Internal audit 

as an instrument of improving public sector management.  

 

In addition, further study should concentrate on the investigation of other factors that 

leads improvement of public sector management not included in this study other than 

internal controls, management support, competences of auditors, and size of the 

internal auditor. 
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Appendixes 

  

Appendix I: Questionnaire 

 

QUESTIONAIRE FOR THE EFFECTIVENESS OF INTERNAL AUDIT AS 

INSTRUMENT OF IMPROVING PUBLIC SECTOR MANAGEMENT; THE 

CASE OF PANGANI DISTRICT LOCAL GOVERNMENT AUTHORITY. 

 

Dear Respondent; 

This is a study on the effectiveness of Internal Audit as an Instrument of improving 

Public Sector Management; the case of Pangani  District Local Government 

Authority. Kindly spare some time and circle or tick or indicate your opinion on each 

of the statements given. The information obtained will be strictly confidential and for 

academic purposes only. 

Thank you in advance. 

Zuhura Hamisi.                 

 

 

QUESTIONNAIRES 

ACRONYMS 

DED- District Executive Director,  

IA -Internal Audit,  

ICS- Internal Control System   

LGA-  Local Government Authority,  

PD LGA- Pangani District Local Government Authority,  

IAD- Internal Audit Department,  

PSM – Public Sector Management . 
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 Effectiveness of Internal Audit in PD LGA 

No.         RESPONDENTS     RENSPONSES REMARKS 

AGREES DISAGREE 

1. PD LGA have an internal audit unit    

2. The IA have access to sufficient skilled 

and experienced staff and financial 

resources to meet their responsibility 

and the expectation of key stakeholders 

   

3. IA working practice are efficient and 

effective and are guided by an up to 

date IA manual 

   

4. The organization allows IA employees 

to participate in training and 

development programs in order to 

maintain skills and keep up to date in 

the field 

   

5. IA employees have the appropriate and 

relevant education in auditing that 

allows them to all organization system 

   

6. An IA effectively check fraud in PSM 

(PD LGA) 

   

7. The IAD does not function effectively 

in PD LGA 

   

8. The annual audit plan is determined 

completely by the Internal auditor 

   

9. Detailed budget proposals and 

information on staffing are included in 

the annual work plan of IA 

   

10 The IA is able to cover all organization 

units and all issues 

   

11 The IA staff  has free access to    
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information and data about the 

organization 

12 All organization data pools are 

accessible to the IA 

   

13 The areas auditees are very significant 

to the organization 

   

14 The response of auditees to the audit is 

submitted in writing and is relevant and 

comprehensive 

   

15 There is regular follow up by the IA 

staff to examine actions taken to correct 

the problems found 

   

16 There is a direct working relationship 

between internal auditors with the heads 

of department 

   

17 There is a direct working relations with 

the DED and managerial team 

   

18 The IA also perform other activities 

such as developing procedures and 

conducting economic and financial 

audit 

   

19 Terminating the work of the IA requires 

the approval of the board of 

directors/the Civil Service Commission 

   

 

20. Can IA effectively check fraud in Public sector organization? 

 

21. Does IAD function effectively in PD LGA? 

 

22. Lists the importance of organization ICS for ensuring the safe and soundness of 

PD LGA. 
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Top management Support 

 

 

S/No 

     

RESPONDENTS 

  RENSPONSES 

AGREES DISAGREE REMARKS 

23.  Top management provide 

support /corporate with internal 

audit staff 

   

24. Management does not provide 

enough support and 

encouragement for training and 

developing of IA staff 

   

25. Management does not recognize 

the importance of Training and 

developing of IA staff 

   

26. The management provide 

resources to IAD 
   

27. The internal audit helps the 

productivity of an organization 
   

28. The number of employees are 

adequate given the amount of 

auditing work currently request 

   

29. The management response to IA 

report 
   

30. Management involved in IA plan    
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Annex II: PANGANI MAP. 

 

 

 

 

 

 

 


