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ABSTRACT 

 

Every Organization aims at making best possible use of its financial resources. It 

wants to know the results of its efforts and needs a measure of comparison so that 

deficiencies and any improvements may be identified and collective efforts of the 

organization can be channelized for the achievement of common goals. Different 

groups such as managers, investors, creditors, tax authorities, regulatory agencies, 

labour unions and the general public have their interests linked with business 

organizations. They need the information concerning past, present and expected 

future activities of the business concerns for diverse purposes. Therefore in providing 

these information internal audit are required to be effective. Such as auditors 

competence, Independence of auditors, and support from Management in their daily 

activities. The reseacher is aimed in assessing the effectiveness of Internal auditors in  

six selected micro credit institutions based at Dar es salaam with three objectives 

firstly was to assess the effectiveness of internal auditing procedures in safeguarding 

assets of  micro finance institutions. Secondly was to find out if the reliable data is 

provided by internal auditor and if the sanctions are used against violators of control 

procedures. Thirdly was to explore the collaboration between internal auditors and 

top management may improve operational efficiency and policies of microfinance 

institutions. The study used purposive sampling method and covered the head office 

internal auditors of the selected six micro financial institutions.  

The study use both methods, quantitative and qualitative research methods. The 

quantitative research methods were used through 28 respondents, these 

questionnaires were constructed in likert scale, distributed to internal auditors of the 

selected micro finance institutions, and data is analyzed using descriptive statistics of 

tables, graphs and in percentage figures. The qualitative research methods were used 

through personal in depth interview with 5 internal audit and 5 managing directors of 
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these selected firms. The study has shown that there were independences of internal 

audits and professional competencies. Also there were highly positively relationships 

between managers and auditors in their interaction of daily routine works. The 

growth of financial institutions especially privately microfinance sector needs to 

invest much in internal audit, because the world of Technology is changing 

drastically, Fraudulent strategies have also been improved now and then, from that 

basis, internal auditors needs to update themselves and improves their skills, for their 

best effectiveness in auditors works. 

The Management of Microfinance institutions especially privately owned ones 

should keep on training and developments thereby these internal auditors would be 

trained frequently through experts within their work place. 
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CHAPTER ONE 
 

INTRODUCTION 

1.0 Background to the problem 

The consultative group to assist the poorest (CGAP), [a microfinance program] 

(1998) argues that the provision of banking services for the poor has been a growth 

industry for the past 20 years .  According to CGAP (1998), in 1997 an estimated 

7,000 microcredit institutions around the world were offering small amount of loans 

to microcredits, deposit services tailored to the needs of poor households, and other 

financial services such as transfer.  Cosmas (2009) however, asserts that despite of 

being relied by different communities in order to reduce poverty among them, many 

financial institutions failed to achieve their goal worldwide due to myriad of reasons, 

hence the call of interventions. According to Anita (2000), bank and financial 

failures and widespread losses over the past two decades have elevated the 

importance of effective risk management and internal audit with the formal financial 

sector worldwide.  

 

For example , in the United States of America, in 1980 bank failure rose to 200 

percent  due to both fraud and mismanagement.  The literature shows that according 

to Udeh et al (2016) prior the year 1980s, internal auditing was exercised in a 

rudimentary manner in both private and state owned institutions.  Vani (2010) as 

cited in Udeh et al (2016) argue that even in the privately owned institutions, internal 

audits have been to most extent based on looking after compliances along with 

institutional financial guidelines, procedures and vindicating the presences of 

physical assets.  However, in the privately owned institutions, the liability has been 

chiefly undergone by multiple structures of the bureaucracies, that resulted the 

requirement for more checking via internal audits have not been paid attention on 

.According to Nasibah et al (2012), the issues of globalization, transparency, 

integrity and improvement of financial service delivery increase the need for 

governance and accountability in those institutions. Consequently, this phenomenon 

leads the interest to internal audit function in organizations. Dittenhofer (2001) and 

Goodwin (2004) as cited in Nasibah et al (2012) claimed that internal auditing is 
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emerging as an important component of management and a governance mechanism 

both in private and public sectors. However,  Montondon and Fischer (1999) cited in 

Nasibah (2012) asserted that the credibility of the internal audit function is 

significantly important especially private entities as they are the most relied one by 

most stakeholders .  

 

Today , according to, (Chartered institute of management Accountant (CIMA,2008) 

as cited in Jerome (2015), worldwide,  researchers assert  that in understanding of the 

importance of the term internal audit is more important due to the fact that it help the 

well- being of the organisation.  According to CHIMA (2008) as cited in Jerome 

(2015), Internal audits of entities are seriously interconnected with the structures 

employed by the organizational leadership to control, coordinate and direct the daily 

business or affairs of the institution.  CHIMA (2008) as cited in Jerome (2015), 

argues that good corporate governance should provide proper incentives for the 

board and management to pursue objectives that are in the interest of the company 

and shareholders and should facilitate effective monitoring, thereby encouraging 

firms to use resources more efficiently .Moreover ,Okezie, (2004)  as cited in Jean 

(2014), asserts that the processes of auditing within an organization  is not 

dependent, fair and consulting activities dedicated to augment  values and ameliorate 

corporate  functioning. That means   internal audit assists  a corporate attain their 

objectives through putting together systematic, disciplined strategies to assess and 

ameliorate the successful of risk management, and governance processes. By so 

saying , one can say that Internal auditing is like a catalyst to improve an 

organizational governance, risks management and management control system by 

providing insight and recommendations based on analyses and assessments of data 

and business processes. Ekezie (2004) as cited in Jean (2014), any commitments to 

integrity, accountability, internal auditing provides value to governing committee and 

senior management as an objective source of independent advice. 

 

 Mihret et al (2010) as  cited in Nancy (2013), there are values-adding roles which 

internal auditing play showing their effectiveness’s and because of that, it is 

important to evaluate that effectiveness so that to assess the values-adding potential 
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associated with it, the effectiveness of internal auditing functions are closely looked 

after by the quality performances of firms and having those examined might  urge 

group of people as well as corporate to have their performances increased. Based on 

this,  according Mihret et al (2010) as cited in Nancy (2013) two important 

instruments were brought forward in literatures to realize managerial accountabilities 

in policy-making namely, evaluations and auditing. Nevertheless, academic studies 

dedicated to internal auditing effectiveness are still lacking despite the evident 

relationship to the internal auditing paradigms shift. 

 

In view of the concept of modern internal audit, the current researcher of this study 

wonders how effective it is in the financial institutions in Tanzania.  Are the internal 

auditors objective, independent,  incompetency and have integrity. The above 

concept will be the concern of this study. 

 

1.2 Statement of the problem 

Drogalas et al (2015) argued that well-functioning of internal audits are chiefly of 

importance for affairs successes in any corporate entity, due to advancement of 

technology nowadays worldwide there are trend of both financial and fiscal losses 

due to most of firms lacks competency internal auditors in their organization, so that 

to curb fraudulent behaviors and mismanagement of assets financial institution needs 

professionalism in auditing department. According to Financial Management Manual 

(2005) as cited in Abena (2015)  in the argument that the expansion and 

developments  of financial companies in almost all developed countries have heavily 

been  depending on the performance and efficiencies of  both their  internal control 

systems and audits, so that any  ineffective daily  financial operations  had  

ultimately led to  both physical assets and financial losses.  

Most microfinance companies in the world particularly in  Africa are mostly hit by 

loss of physical assets and financial resources due to lack of strong and effective 

internal controls system and audits. A very good example according to Andani 

(2008) is drawn from Ghana affair circles where there has been an increase of 

fraudulent behaviours which led to losses of financial resources. Jayalakshmy (2012) 
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asserted that for decades, most of microfinance in Tanzania have been experiencing 

massive corruptions and fraud related cases where shareholders funds end up in the 

hands of corrupt individuals, and such lost funds are never recovered despite having 

litigations against the perpetrators. That is feeble internal auditing normally has 

provided avenues for fraudulent behaviors in many of the privately owned 

institutions. One can ask, what are the roles of internal auditors in these institutions if 

fund can be ended in hands of some people, can internal auditors plot with some 

people in order to make illegal behaviour to be legal,  these questions are in most 

cases unanswered. 

Nancy (2013) asserts that for most of its history, internal auditing has been acting as 

the  simplest administrative procedure  comprised chiefly  with checking documents, 

counting physical assets, and reporting to Board of Directors, Management or 

External Auditors, but the hiding problems is the lack of proper and reliable 

information from the independency and objectivity internal auditor to rely on  in the 

process of auditing and writing reports for external auditors. 

Now days there are outcries due to financial institutional accounting scandals due to 

lack of reliable and valid information, non-transparencies and dishonesty among 

workers of micro-finance institutions in Tanzania during external audit verification 

of accounts.  Nancy (2013) further asserts that the duties and responsibilities of 

external auditors in Kenya has been poorly defined due to personal interests of some 

few influential financial institutional managers.  These drawbacks have led to 

imprudent lending practices, excessive investment in fixed assets and inadequate 

systems to measure, impossible identification and control risk. 

   

According to Jerome (2015), Internal audits of entities are seriously interconnected 

with the structures employed by the organizational leadership to control, coordinate 

and direct the daily business or affairs of the institution  But the reality in most of 

institutions Internal auditing department seen in negative ways, that is internal 

auditing department is existing in the organization just for looking after compliances 

along with organizations police. Jerome (2015), argues that good corporate 
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governance in particular internal auditor and management should have good 

relationship in terms of operation efficiency, regulation and policies of the 

organization to attain their goals that are in the interest of the organization’s 

stakeholders and should facilitate effective monitoring, whereby insisting 

management to use resources by considering cost effective in more efficiently. The 

issues of globalization, transparency, integrity and improvement of financial service 

delivery may increase requirement of governance and responsibility between internal 

auditor and financial manager in these financial institutions. 

 

1.4 Objectives 

1.4.1 General Research Objective 

This study   aimed in assessing the effectiveness of Internal auditors specifically in 

Microfinance firms. 

 

 

1.4.2   Specific Research Objectives 

The following specific objectives guided this study: 

i. To assess the sufficiently of internal auditing procedures in safeguarding 

assets of  micro credit institutions.  

ii. To find out if the reliable data is provided by internal auditor and if the 

sanctions are used against violators of control procedures 

iii. To explore the collaboration between internal auditors and top management 

may improve  operational efficiency and policies of microfinance institutions 
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1.5 Research questions 

1.5.1 Specific Research questions 

Here below are the formulated research questions of this study: 

i. What are internal auditing procedures that are used in safeguarding assets of 

the Micro finance institutions? 

ii. What are the reliable data provided by internal auditors and what are the 

sanctions used against violators of control procedures? 

iii. How are the collaboration within top managements and internal auditors may 

improve operational efficiency and policies of Micro-finance institutions? 

 

1.6 Significance of the study 

This finding of this study will be significant due to the following reasons: 

First, the findings of this work will act as references for other researcher who will be 

interested in carrying out a similar study in either in Dar es Salaam or other 

geographical areas  

Second, the subject under investigation   plays a paramount role to both the economy 

the country and stability of the microfinance. 

Third this study will help in increasing the responsibility and reputation of internal 

audit in microfinance to make it more effective and professional. This study is for the 

requirement of Mzumbe University for the Award of a Degree of Master in Finance 

and accounting 

 

At policy level; 

The microfinance sectors can resort to the result and recommendations of this 

research study to create workable internal audit departments in their financial  

service delivery firms in order to achieve the intended goals. Also it becomes the 

source of help for police makers to plan the appropriate policies that will increase 

growth in their business organization 
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1.7   Scope of the research. 

This study aimed at assessing the worthwhile of Internal Auditors specifically in 

micro-finance firms 

This study will assist to find out if ineffective operation of internal audit department 

has been the source of poor performance of organization specifically microfinance 

firms. The data to be used was from six selected microfinance company in dar es 

salaam  

 

1.8   LIMITATION OF THE RESEARCH. 

The researcher experienced the following problems: 

 Lack of co-operation.  Most of workers were not free to provides the required 

information, hence that the researcher use attractive language to get the 

needed data from them. 

 Data accessibility.  Some of the information were too confidential and critical 

to the researcher to understand them much better, therefore the researcher 

committed himself before the management to adhere professional ethics into 

research discipline in that way accessibility of some data was accessed 

1.9 DELIMITATION OF THE RESEARCH 

The research work covered from six selected microfinance Institutions 

therefore one major delimitation is the choice of problems which are seen to 

be the issue and the criteria to select the participants which are the employee 

to enroll in the study, Objectives of the study, The formulated research 

questions of the study, the choice of populations sampling to investigate the 

study and variables of interest. In his study the researcher assessing the 

effectiveness of internal auditors. Hence that referring the above factors this 

findings presented may not be applicable to all the company in Tanzania 

especially microfinance institutions. 
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CHAPTER TWO 

REVIEW OF RELATED LITERATURE. 

2.1 Introduction 

This chapter is into twofold namely theoretical literature and empirical one. The 

theoretical literature discusses different concepts, theories and conceptual frame 

works are described. The section also discusses the qualities of good internal audit, 

review of Tanzanian Micro-finance Policy and types of Microfinance in Tanzania. 

The other section discusses the empirical literature whereby different studies have 

been reviewed from different geographical areas regarding the current study. 

2.1.1 Types of Microfinance in Tanzania 

In Tanzania there are three main kinds of microcredit institutions (MFI), According 

to Jayalakshmy et al (2012), these include those that are named as non-governmental 

organizations (NGOs). Among those termed as NGOs some are more famous those 

are the following, PRIDE,  FINCA,  SEDA. These Banking institutions have also 

been offering a range of microfinance products. On the other hand, we also have the 

biggest banks that including the national microfinance bank (NMB), CRDB bank and 

Akiba commercial bank (ACB).  Apart from the biggest banks , we also have other 

regional and communities banks, that is  Dar es Salaam community bank, Mwanga 

community bank, Mufindi Community bank, Kilimanjaro cooperative bank, Mbinga 

community Bank and Kagera cooperative Bank that lastly conflicting with the 

regulatory of Law in Tanzania .  Lastly, cooperative based institutions (SACCOS and 

SACCAS), which are not under control by the bank of Tanzania, but have been 

engaged in financial services delivery that are typically savings based. Examples of 

these financial firms including Small Industries Development Organization, 

YOSEFO, SELFINA, Tanzania Gatby Trust, Poverty Africa, and the Zanzibar based 

Women Developments Trust Funds.   
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2. 2  Theoretical   literature. 

2.2.1 Definitions of concepts 

2.2.1.1 Microfinance Institutions . 

Consultative group (1998), defines Microfinance Institution as financial institution 

that provides financial assistances to the marginalized people that have been typically 

excluded from the financial banking system for not having collaterals. Inadequacies 

of accesses to credits are readily understood in the perspectives of the absence of 

collaterals which the marginalized people might offer contractual financial institution 

along with multiple complicated and high bearing cost in dealing with big number of 

small, often not literate bottleneck through creative measure like group lending and 

regular saving scheme. 

 

2.2.1.2 Internal Audit 

The Institute of Chartered Accountants of India (2009), defines “Internal audit as an 

independent management functions, which involves  ongoing and critical evaluation 

of the activities of an organizations with a review to recommend any improvement  

and add value to make the strongest procedure of governance mechanism of the 

concerned firms, such as  the company's strategically in risk management and 

internal control arrangement order. 

 

2.2.1.3 Audit Effectiveness 

According to Arena and Azzone ( 2009 ), define the term audit Effectiveness means 

the Ability to attain certain result that is persistent with expected objective more over 

Dittenhofer (2001) argued that Effectiveness as the capacity in the extent that the  

objectives and goals of the firms is achieved hence that any systems can be taken as 

effectiveness if its outcome goes in parallel with the intended objective.  That is to 

conclude Audit effectiveness is the results of the Independent auditor’s works, duties, 

professional practices and auditors’ responsibilities over a high commitments with 

audit standard, goal, Objective, policy and control procedures 

 



10 

 

2.3 Review of Theoretical Perspective 

Phenomenon like  financial fraudulent behaviour , unfaithfulness , non-integrity , non 

compliance to financial regulations  and internal auditing concerned with the 

interconnection among and between stakeholders , managers , and governments and 

including a ongoing sequence of relationships in that point of view are considered to 

be shared or ignored, hereby any action and reaction should be coordinated fairly.  

Hence from this grounds, there are many outlook and opinions related to 

microfinance internal auditing but for the sake of this research, here below are three 

chosen theoretical perspectives of the matter. 

 

2.3.1 Lending Credibility Theory 

According to Volosin, (2007) the lending credibility theory has similarity with  the 

agency-theory and they argue that  financial statements that have been audited  might 

increase  both partners  confidences in management‘s stewardess . The world of 

affairs comprises of myriads group which are impacted with, or take part in, the 

reporting requirement of the agencies regulatory with regard to financial reporting 

issues. These are Companies’ Owners, Directors, debtors and creditors,  

organizations employees, governments agencies and other stakeholders. Any 

organization is to provide annual reports to the hierarchy and those receiving them 

are the shareholders, among them include people with relatively little share and big 

companies like banks or insurance institutions. The above mentioned people’s 

decisions are mostly concerned in the financial performance reports and the 

stewardships of the organization’s management, who have responsibilities to work 

for the interests of those who invested their money or assets. That is to say the main 

objectives of the internal auditors’ reports are to give comments on how accurately 

the organization has presented its fiscal situations and how it has been performing. 

 

This, according to Letza (1996) should re-assure the shareholders which have 

invested are safe and also assist to minimize the practice of going against the 

accounting procedures dedicated to show the organization in a more favourable way. 

Chiefly, the audits are observed and seen as processes dedicated to assess the 

credibility of data of  an   organizational fiscal   statements. 
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2.3.2 Agency Theory 

Agency theory is concerned with resolving problems that can exist in agency 

relationships; that is, between principals (such as shareholders) and agents of the 

principals (for example, company executives). The two problems that agency theory 

addresses are: the problems that arise when the desires or goals of the principal and 

agent are in conflict, and the principal is unable to verify what the agent is actually 

doing and the problems that arise when the principal and agent have different 

attitudes towards risk.  Because of different risk tolerances, the principal and agent 

may each be inclined to take different actions. 

Adams (1994) as cited in Nancy (2013) in his article stated that Agency theory can 

provide for richer and more meaningful research in the internal audit discipline. 

Agency theory contends that internal auditing, in common with other intervention 

mechanisms like financial reporting and external audit, helps to maintain cost-

efficient contracting between owners and managers. 
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Agency theory  according to Nancy (2013) may not only assist to explicit  the 

presence of internal auditing in corporate but may also assist explicit some of the 

characteristics of the internal audits departments, for instance, its size, and the scope 

of its activities, such as financial versus operational auditing. Agency theory might 

be utilized to test empirically whether cross-sectional variations between internal 

auditing practices reflect the different contracting relationships emanating from 

differences in corporate form. 

 

2.3.3 Contingency Theory 

The goal of an audit is to test the reliability of a company‘s information, policies, 

practices and procedures. Government regulations require that certain financial 

institutions undergo independent financial audits, but industry standards can mandate 

audits in other areas such as safety and technology. Regardless of the audit subject, 

various factors impact a company‘s final results, and the contingency theory takes 

these factors into account during the audit process. 

Davoren (2010) the contingency theory of leadership and management states that 

there is no standard method by which organizations can be led, controlled and 

managed. Organizations and their functions depend on various external and internal 

factors. The functions of audits are depending on the types of organizations that are 

affected by various factors in the environment.  The presence of such factors is why 

auditing can be managed by applying the contingency theory, with a recognition that 

processes and outcomes of audits are dependent on variable and contingent factors. 

On a broad level, according to Seif (2017) the audit process is straightforward, 

Auditors require access to documents, systems, policies and procedures to manage an 

audit. They must remain compliant with industry standards, government regulations 

and internal requests. Audit teams may begin the audit process with meetings where 

they gather risk and control awareness, after which the field work begins. During the 

audit process, auditors perform substantive procedures and test controls. They then 

draft reports that they submit to management and regulatory authorities. The audit 

sub processes, particularly in planning  and field work, include contingencies such as 
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business type, employee skill level,  applicable laws, available audit workforce, 

available technology and systems, and  deadline. 

 

Daft (2012) as cited in Nancy (2013) in his book asserts the following words: 

Contingencies mean: one element support one another that is Contingencies theory 

mean: one system  to work effective depend on its environments. Audits function are 

work-oriented which might be unstructured from one firm to another firm, the 

function might change abundantly, depend on the areas of company’s under audit. 

This implies that auditors ought to carefully manage their inspections and take 

variables into account to make sure that the work has been done. The contingency 

theory might also be utilised to an audit team‘s structure. Typically, audit team 

managers receive audit projects. They then create ad hoc audit teams for the projects, 

selecting auditors based on expertise and experience in the subject areas, and on 

auditor availability,  all of which add up to contingencies for any given audit project. 

Audit utilise a mix of structure and contingency to get the output rolling quickly. 

 

The subject of auditing projects might include such diverse areas as evaluation of 

production processes, inspections of companies accounts, and assessment of 

compliances with industry standards. Selecting auditors with specialized training or 

those who have particularly specialized in certain areas of skills minimizes the 

learning curve and reduces opportunities for errors. According to Davoren (2010) ,  

the quality and output of audits remain assured when audit teams utilize resources 

according to expertise and experiences, and when auditors are flexible and might 

adapt to process fluctuations. For instance, an auditor experienced in evaluating 

financial instruments might be effective in an audit exercises of a bank or hedge 

fund, even when the financial instruments the institution offers do not fit the typical 

mould . 

 

As per above point noted , the  main reasons of expressing these kinds of theoretical 

perspectives were to provide a general outlook of currently perception, over past 

study, about conceptual expression in how internal auditing in microfinance 
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institutions may safeguard funds in those institutions.  This study adopted lending 

credibility theory in doing analysis due to the fact that this theory emanated from 

other publicly perceptions that the foremost function of auditing in any organizations 

is the additional of trustworthiness to the financial statement and other audited 

performance management report. Nancy (2013) asserts that with the assistance of 

this theory  the audited fiscal statements are helpful for  managers to increase the 

stakeholders’ faithtrustfuly in management’s accountability. If for example Nancy 

(2013) asserts that investor governments, and creditor had to decide basing on the 

data they get, they must have primary faith about the reality of economic value of the 

company.  This theory was also adopted since it believes that audit diminishes the 

data asymmetries among managers and other stakeholders.  

 

2.4 Review of Tanzanian Micro-finance Policy 

According to MF transparency (2011), the Tanzanian government has voiced 

concern over the alarming state of poverty and is actively involved in programs 

focused on stimulating poverty alleviation. The government views microfinance 

institutions as a powerful weapon in combating poverty and to this end has been keen 

to improve and develop the microfinance industry. It has established a fully-fledged 

Directorate of Microfinance within the Bank of Tanzania, which has spearheaded 

several influential programs, including the formation of the National Microfinance 

Policy. According to MF transparency (2011), initiated in 2002, the National 

Microfinance guidelines and policies have provided the legal, regulatory and 

supervisory frameworks for microfinance affairs. The whole processes to put down 

into writings the comprehensive legislation, from guideline formulations to the 

progress of legal, regulatory and supervisory frameworks, were highly participative 

covering all the stakeholders in this arena which also included MFIs. This aimed at  

serving the low-income earners of different sectors especially poor ones of societies 

by strengthening efficient micro financial systems, in order to make banks more 

effective in financial deficiency alleviation. According to MF transparency (2011), 

the guideline focused on providing services to households, small holder 

agriculturalist and small micro-enterprises in villages as well as urban areas.   
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According to MF transparency (2011), the legislation was concluded in 2003 by an 

amendment of the Banking and financial Institutions Act 1991, Bank of Tanzania 

Act 1995 Cooperative Societies Act 1991, and other related statutes. This gave the 

BoT the mandate to license, regulate and supervise deposit taking equity-based 

microfinance companies. The legislation also empowers the BoT to regulate and 

supervise cooperative based institutions whose sizes are above a certain threshold. 

Under the framework, MFIs could now be licensed to take public deposits and hence 

carry out financial intermediation just like banks. Under the legal framework, the 

credit only NGOs are not subjected to prudential norms but are required to abide by 

non-prudential guidelines and supervision under the Ministry of Finance. 

 

2.5 Empirical literature review. 

2.5.1  Effectiveness of internal audit. 

Myriads of researches have been done in this field both internal and external ones. 

For example   Tadiwos (2016) in his study on Factors Determining Effectiveness of 

Internal Audit, In Ethiopian Commercial Banks the results was Internal audit had a 

role to play in assisting  firms to achieve their objectives when they are implemented, 

operated, and managed effectively. Tadiwos (2016) argues that Organizations that 

effectively implemented, operated and managed internal auditing were better able to 

identify their business risks and system inefficiencies for the sake of taking 

corrective actions and improvement in the processes. The overall objective of 

Tadiwos study (2016) was to identify the factors determining the effectiveness of 

internal audit in Ethiopian commercial banks. The study used purposive sampling 

method and covered the head office internal auditors of Ethiopian Commercial 

Banks.  

The reseacher use both methods, which was quantitative, and qualitative research 

approch. The quantitative research methods were used through 147 usable self 

administered questionnaires. According to Tadiwos (2016), these questionnaires 

were constructed in 5-point likert scale, distributed to internal auditors of Ethiopian 

Commercial Banks, and analyzed using SPSS statistical software. The qualitative 

research methods were used through personal interview with internal audit directors 
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of Ethiopian commercial banks and selected documents review. According to the 

results of the study; Tadiwos (2016) argues that independence of internal audit, 

competence of internal audit team, and management supports were strong and 

statistically significant effect on the effectiveness of internal audit regarding on value 

adding role, enhance department performance, and enhance organizational 

performance.  

In this regard, independence of internal audit, competence of internal audit teams and 

management supports were the factors determining effectiveness of internal audit in 

Ethiopian commercial banks. The researcher mainly recommended to give attention 

on the development of certified personnel, top management and internal audit team 

work collaboratively in changing audit culture, and to work in using internal audit 

soft ware. 

On the other hand, Jayalakshmy  et al (2012)  examined the effectiveness of internal 

audit function in Tanzanian commercial banks since this function is now a 

mandatory requirement as per the Banking and Financial Institutions Act 2006. The 

Results of this study deliberated that, the risks management and corporate 

governance related activities of internal auditors were incorporated merely as 

statutory obligations and did not provide additional value to the stakeholders. The 

authors asserted that internal auditing in Tanzania commercial banks was still 

embracing the conservative approaches that were primarily concerned with 

compliances and monitoring rather than adopting value added approaches. The 

inference of the study was more crucial to the agency theory whereby public funds 

were being spent on activities that did not add value to the stakeholders. This could 

in turn according to the researchers dilute the principal agent relationship,  that were 

already tenacious issues due to the corporate collapses witnessed over the last 

decade.  

On the other hand, Seif (2017) in his study on Internal Auditing Effectiveness 

Success Model with the main objective of looking at the factors that impact internal 

auditor effectiveness in industrial firms particularly in Jordan found multiple 

responses. In his study, five hypotheses were formulated based on a comprehensive 
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review of past literature. The information was collected from three hundred and fifty 

(350) utilised questionnaires that were divided to selected internal auditors in 

Jordan’s industrial Small Medium Enterprises.  

The information received was comprised of multiple tests. Those multiple tests 

included factor analyses , discriminate validity and hypotheses  testing. As the results 

demonstrated, the organizational variables significantly impacted the internal auditor 

in terms of effectiveness. The result of Seif’s (2017) study confirmed the prior 

internal audit effectiveness research, where his  research found a strong relationship 

between (Internal Audit Quality, Competence of Internal Audit Team, Audit 

Committees, Top Management Support, and Independence of Internal Audit) and 

effectiveness of internal audit. The research for Seif (2017) was of value to the 

literature on the effectiveness of internal auditor within a fresh context; it also 

elucidated the factors which aided or averted the internal auditor’s effectiveness.  

Furthermore Udeh et al (2016), evaluated the effectiveness of internal audit in the 

Nigerian Public Sector. The study had 3 specific objectives, 3 research questions and 

3 hypotheses.  Simple random sampling technique was used to select 4 of the Federal 

Government Parastatals located in Enugu State of Nigeria.  A study population was 

182 made up of 127 accountants and 55 internal auditors in the Parastatals .   

A self structured questionnaire, using a four-point modified Likert a scale was the 

instrument for data collection.  168 respondents that correctly completed and 

returned their questionnaire formed the sample size for the study.  While mean was 

employed in data analyses chi-square were utilised to test the postulated hypotheses.  

The study found, among several other findings,  that in spite of availability of 

adequate punishments, violators of organizational compliances were not effectively 

punished. This means that their punishments were not effectively applied across 

boards for violations of internal audit procedures.  The study concluded that efforts 

should be geared towards updating the knowledge of internal auditors rather than 

engaging in interminable search for error-proof internal audit procedures. 

Moreover On her side of Abena (2015) has conducted a study on assessing the 

effectiveness of internal controls in non bank financial institutions. a case study of 
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beige capital savings and loans ltd. Abena (2015) asserted that  there was needs for 

Internal Controls due to their  importance in controls in Non Bank Financial 

Institutions . Abena (2015) argued that in order for non Bank financial institutions  to 

carry on  businesses without folding up within the shortest possible time  they have 

to adopt the systems .  

These assumptions have led to the interest of more research work on the 

effectiveness of financial controls in Beige Capital Savings and Loans Ltd. Abena’s 

paper (2015) empirically examined the effectiveness of Financial Controls as well as 

internal controls in Beige Capital using qualitative and quantitative approaches in 

collecting data from staff members of the company. Abena (2015) suggested that the 

result of the study showed that the financial  control systems in the company  was 

very effective. For reinforcement of these controls, there should be policies of 

whistle- blowing in the company that had to help improve the financial controls in 

Beige Capital by creating a platform on which non compliance could be reported 

without fear of being noticed. 

2.5.2 Effect of Internal Audit on Financial Performance of Commercial Banks. 

On the other hand, Nancy (2013) conducted a study on effect of internal audit on 

financial performance of commercial banks in Kenya.  Internal audit was looked at 

from the perspectives of internal audit standards, professional competencies, internal 

controls and independences of internal audits, the study selected one senior manager 

in the finance department.  

The researcher administered a survey questionnaire to each member of the target 

population and Quantitative analyses and regression analyses were utilised as data 

analysis techniques. Descriptive statistics like mean, standard deviation and 

frequency distribution table were used in the analysises of information. Data 

presentation  through tables for easily of understanding and interpretation.  

From the results, according to Nancy (2013) the study concluded that internal audit 

standards, independences of internal audits, professional competencies and internal 

control had positive relationships with financial performance of commercial banks.  

Nancy (2013) argues that the study recommended that management in commercial 
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banks in Kenya should adopt effective internal audit practices such as internal 

auditing standards, independences of internal audits, professional competencies and 

internal controls to enhance financial performances of the banks 

On the other hand, Oyoo (2014) conducted a study on Effect of internal control on 

financial performance of micro-finance institutions in Kisumu central constituency, 

Kenya. Oyoo (2014) argues that nowadays businesses trends have made them 

imperative  conditions  for almost all Micro-finance institutions to maintain effective 

internal control systems..  

The work of Oyoo (2014) investigated and sought to establish the relationships 

among internal control systems and financial performance in Micro-finance 

Institutions in Kisumu Central Constituencies. Internal controls were looked at from 

the perspective of Control Environment, control activities, and information and 

communication whereas financial performance focused on Liquidities. Regulatory 

and institutional frameworks have been improved significantly over the years yet still 

the Micro-finance institutions were undergoing  lots of challenges including severe 

poor performances, severe both active and passive bribery and malpractices.  

study included the following, to determine the extent of internal control systems 

application; to assess the adequacy and effectiveness of the established control 

activities; and to determine the relationship between the internal control and financial 

performance of micro-finance institutions. The independent variable was internal 

control (Control Environment, Control Activities and Information and 

communication) and the dependent variable was financial performance (Liquidity). 

Descriptive and correlation research design were used and a case study done on the 

chosen institutions. convenience sampling technique has been utilised and a total of 7 

institutions were chosen from a total population of 18 micro-finance institutions and 

a total of 35 respondents (five respondents per institution; 2 midlevel managers and 3 

staff members) chosen purposively for that research . This study employed 

questionnaires to gather primary data and data collected were analyzed using 

correlation and presented through tables. Oyoo (2014) argued that results emanated 

from the field indicated that there were positive relationships among internal control 
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and financial performance of Micro-finance Institutions at Pearson correlation 

coefficient r=0.447,  p=0.007.  The study recommended that the institutions had to 

tight controls to tend towards a 100% debt collection. The researcher of this study 

through his findings further pointed out that keen attention had to be paid to utilise 

more efficient management information systems.  

 In addition to that Asiligwa (2017) conducted a study on the Effect of Internal 

Controls on the financial performance of commercial banks in Kenya. The objective 

of the research was to establish the Effect of Internal Controls on Financial 

Performance of Commercial Banks in Kenya. According to Asiligwa (2017), Internal 

Controls were measured by utilising the five elements of internal control as 

stipulated by the Committee of Sponsoring organizations of Treadway Commission 

framework of internal controls while Financial Performance was measured utilising 

the historical average of Return on Equity. A descriptive research design according 

to asiligwa (2017) was adopted due to its ability to describe the relationships among 

elements of Internal Controls and Financial Performance.  

The study utilised the 43 business bank in Kenya. Primary information according to 

Asilingwa (2017) was collected utilizing a structured questionnaire. Descriptive 

statistics received from data analyses were presented utilising frequency tables, while 

inferential data findings were presented using correlation and regression tables.  

According to Asilingwa (2017), the research results revealed that the banking sector 

enjoyed strong financial performances partly due to the fact that they had to 

implement and maintain effective internal controls. Asiligwa (2017) argues that the 

existence of effective internal control is attributed to the highly regulated and 

structured environment in the banking sector. The study recommended that banks 

have to effectively implement and maintain internal controls due to the nature of the 

riskiness of the banking sector and its impact on financial performance.   

2.5.3 Assessment of Internal Control Systems 

Moh’d (2014) conducted study about assessing  internal control mechanism in 

revenues collections in Tanzania using case study as Research Design and 

questionnaires and interview guide as means of data collection and  purposive and 
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convenience sampling Methods to select respondents  descriptive Statistics to 

analyse data found the following, The author’s findings showed that internal controls 

were available in the organization, and management was committed to the oversee 

system performance, and sincerely segregation of duties, job rotation and guidance of 

the activities by considering seniority staff  were available.  In the same perspective 

the study revealed that systems were good enough for the efficiency of revenue 

collection. 

 In addition to that, it was found that there was compliance of internal controls in 

relation to the revenue collection through public/private partnership and having 

responsible parties to monitor the compliance.  

 

Nasibah et al (2012) in their study on the other hand explored the significance of 

internal auditing in the Malaysian public sector, and its subsequent extent and 

influence in public sector hierarchy and decision making. Information was gathered 

from responses to a questionnaire distributed to head of internal auditors, internal 

auditors and other staff of internal audit departments from various categories of 

public sector departments and agencies in Malaysia. The study concluded that the 

internal audit function in the public sector in Malaysia is curtailed by understaffing 

and hampered by inadequate support from top management while, the auditors 

seldom extended their full cooperation. The auditors themselves according to the 

findings lacked appropriate knowledge and training on effective auditing approaches. 

The negative perception accorded to internal audit led to inaction by management on 

recommended remedy that only served to nullify the positive contribution internal 

audit potentially held to elevate the service delivery quality of the public sector. 

In his study on the role of internal audit in improving the performance of local 

government authorities:  the case of morogoro municipal council,  Matha ( 2013 )  

utilised: questionnaires observation, and interviews methods to gather information . 

The researcher utilised simple selection techniques. A sample of 45 respondents was 

selected from a total population of units of inquiry. The study findings revealed that; 

still there were some weaknesses in terms of enforcing procedures and principles 

guiding the authorization and accesses of organization’s assets and documents. Also 
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the study found an increasing rate of improperly vouched expenditure year after year 

and improper approvals, improper documentation and attachment. The study also 

found existence of over expenditure on some common items like fuels and 

allowances, caused by insistence of a reliable computerized system for budgeting and 

accounting activities. On the part of the functioning of the internal audit unit, the 

findings revealed  weaknesses on reporting channel. The study finally found that, the 

financial management systems in local government Authorities were slightly 

effective, so for improvement, the study recommended the following to be done : the 

immediate computerization of the accounting and budgeting systems, that 

performance.  

In the same vein , Jean (2014) in his study on internal audit and growth of public 

institutions  : a case study of onatracom, Rwanda. study aimed at examining internal 

audit growth of public institutions, case study of Onatracom – Rwanda.  Research 

was conducted as a case study utilizing Onatracom in Nyarugenge District. The study 

was built at four specific objectives which were to determine if internal audit led to 

the businesses growth of Onatracom, to find out if achieving internal audit raised the 

net profit and sales of Onatracom, to explore if there was internal sources of funds 

for pursuing growth opportunities in Onatracom, to assess whether Onatracom was 

able to obtain external sources of funds for pursuing growth opportunities as a result 

of internal audit impact or not.  

According to Jean (2014), the findings were received from 27 respondents as the 

sample from the total target population of 96.   Questionnaire data collection method 

was utilised as the technique to obtain primary data, while secondary information 

were obtained according to Jean (2014) through examination of the existing literature 

about the research, descriptive statistical  and tables were used    it was found out that 

Onatracom was failure in its services because it was not achieving its targeted 

objectives and in this company, the internal audit was not effective in order to make 

performance of that company.   

Furthermore on the study of Leif et al (2013) conducted a study on Audit Qualities 

and collaborative Governance:  Documented from the Microfinance Industry. The 
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researchers of the study utilised hand-collected sample of microfinance institutions 

from 73 developing countries to analyze the relationships between audit quality and 

governance mechanisms. Leif et al (2013) argued that they examined two measures 

of audit quality, namely, the use of Big Four auditors and the presence of internal 

auditors. The empirical analyses of their study according to Leif (2013) revealed that 

these two quality metrics were highly related, although according to Leif  et al (2013) 

the findings  also demonstrated that those metrics captured extraordinary aspects of 

audit qualities in particular, according to Leif et al (2013), the presence of internal 

auditors was related to other indicators of stricter governance, whereas the utilisation 

of Big Four auditors was generally unrelated to other control mechanisms. According 

to Leif (2013), For circumstances which was significant relationships among audit 

qualities and governance existed, the signs of those relationships were always 

positive. Thus, according to Leif et al (2013), information supports the 

complementarities views of those two attribute that were advocated by previous 

researches 
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2.6. Quality of Internal Auditing 

According to International Federation of Accountants (2005), Nowadays of  

technologies, businesses has increasing the need of consistency on high quality 

financial report external as well as internal of the country. Hence that auditing is 

affected directly. The International Federation of Accountants (2005) are in the 

argument   that myriad of stakeholder in today’s global businesses environment 

expect compliance with recognized international standard in  auditing. The audits of 

financial statement have been undertaken within identified accounting framework. In 

order to achieve international accepted standards in auditing, it is required to 

establish internationally accepted benchmark for the competent of professional 

accountant, including audit professional.  Zulkifli , B. et al . (2014) assert that in 

order  auditing to be effective, three basic things are to be observed : competence of 

the auditor , independence or objectivity of auditor and the collaboration between the 

institution management and auditor within that company. 

 

2.6.1. Auditors Competency 

According to Zulkifli  , B. et al . (2014) competency is similar to the capabilities of a 

person to make things or any activity or task to go on in a very good performance it 

depends on the educational achievement, professional experiences and the efforts of 

the staffs to attends on  professional training.  This means that the effectiveness of 

audit in any institution is determined by the competencies the auditors have .Zulkifli  

,  et al . (2014) assert that competencies contribute to the abilities of the auditors to 

carry out the systematic and disciplined audits approaches to ameliorate the 

effectiveness of internal auditing. This implies that the qualities of audit work 

performed in any institution are determined by the competencies of auditors. 

Competencies are measured in terms of academic level, experience, skill and the 

efforts of the staffs for continuing professional development. Thus, efficiencies of 

auditors in setting a   very systematic and disciplined approach to assess and improve 

the effectiveness of institutional service delivery based on financial issues will highly 

depend on the competencies of the auditor.  

Vos (1997) as cited in Udeh (2016)  asserts that  the internal auditors’ main 

objectives are to evaluate effectiveness of financial and operating control, confirm 
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compliance with institution policies, procedure, protect assets, verify the accuracy 

and consistency of institution external and internal reports. On the other hand, Stoner 

(1994) as cited in udeh (2016) believes that the objectives of internal audits are to 

evaluate several of the institution reports for accuracy and usefulness at the same 

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

as cited in Udeh (2016) asserted that the objectives of internal auditing have been put 

in place to protect management against errors of principles and neglect of duties  

 

 

2.6.2 Independence /Objectivity 

According to Zulkifli. et al .(2014), independence or objectivity of the internal 

auditor has also been considered as  another factor that might make contributions to 

the effectiveness of  microfinance institutions internal audits activities. This means 

that the need of institutional independence and objectivity which might allow the 

audit activities to conduct work without interference by any party for the audit tasks. 

The independence and objectivity of internal auditing is with respect to both 

assurance services and consulting for the institutions. Zulkifli  . et al .(2014 ) are in 

the argument that  independence and objectivity are too close due to the fact that  

where the freedoms from conditions which might threaten objectivity and no 

significant quality compromises are made during rendering the audit services . In 

reality, the audits activities are to be sufficiently independent from those they are 

required to audit so that they might both conduct their  work without interference and 

be seen to be able to do so.  

According to Zulkifli. et al .(2014) in addition assert that  fairness and objectivity  

are very crucial elements in conducting audit because these give the auditors room to 

have accessibility to any document related to the audits matters without favoritism  

and fear. The independence and fairness   will probably make the auditors provide 

the fair reports and reliable professional judgement on the auditing work to attain the 

mandate given to them with integrity. In some extent there are confusions of the roles 

, responsibilities and duties of internal audit since internal auditors are part of the 
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management teams and at the same time to fairly and independently assess 

management’s effectiveness and efficiency. 

  Deepak (2010) as cited in Udeh (2016) perceived that internal audits as an 

independent and objective assurance and consulting function dedicated to assist 

institutions to reach their objectives. Deepak (2010) cited in Udeh (2016) highlighted 

the objectives in the following manner,  Effectiveness and efficiency of operations 

(programmes), reliability of financial and operational information, safeguarding of 

assets, compliance with rules , regulations , prevention and detection of fraud.   As 

sited by Uneghu (2012), internal audits are part  and parcel of the internal 

supervision systems that have been organized by managements of institutions to 

ensure obedience to designed work procedure and as guidance to management.  

Uneghu and Obi (2012), are in a position that internal audit measures, analyses and 

evaluate the efficiency and effectiveness of other controls established by 

management in order to ensure smooth administrations, control cost minimization, 

capacity utilization and maximum benefit derivation.  These imply that according to 

Uneghu and Obi (2012) internal auditing are integral parts of complexes systems 

dedicated by the management of any organization to ensure orderly conduct of their 

businesses and prevent abuse of assets. 

 

2.6.3 Management Support 

Zulkifli. et al (2014) are in the position that  once the management has energetically 

support and committed to adherence that, audit is effective ,  to the most extent the 

impact to make sure internal audit is producing good results . The successes of 

internal audit functions will heavily depend on the strength of management’s support 

for the auditing processes. The assumptions of the authors of this theory are built in 

the fact that the more the support, the management provides to the audit team, the 

more the product. This means that their acceptance to be facts,  the internal auditing 

processes are just as critical and important activities as any other process within the 

institution’s policies will be improved  and operations of their  activities performed 

efficiently. Zulkifli,et al. (2014) argue that without management approval, support, 
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and encouragement, the internal audit  processes are likely to face failure and 

wastage of time and monies. 

 Adeniji (2011) argues that internal auditing are part of the internal control systems 

that are put in place by management of an organisation .Adeniji (2011) believed that 

these are aids to management that ensures that the financial operations are correctly 

carried out according to the law and also in accordance with the wishes of the board .  

Barker (1999) while corroborating the views of Owler and Brown (1999) as cited in 

Udeh (2016) extends the objective of internal auditing to include review of the 

operations and record of the undertaking and in course of these checks, much of the 

detailed work of the institution  in respect of financial and other statements are 

effectively audited. 

2.7 Conceptual framework  

Kothari (2004) defines a conceptual framework as analytical instruments with 

multiple variations and contexts.  Adam and Kamuzora (2008) argues that conceptual 

frameworks might be used in multiple types of work where a general picture is 

wanted. It is utilized to make conceptual differences and arrange ideas 

 

Figure 2.1: Conceptual framework 
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Source: Adopted from Seif , 2017 

                                                                                          

Based on the proposal framework, a regression model was framed with three 

independent variables and one dependent variable, the following three hypotheses 

were formed H1: Competencies of members in the internal audit team has a positive 

relationship to internal audit effectiveness in Tanzanian microfinance   H2: Internal 

audit activities (reliable data) has a positive relationship with internal audit 

effectiveness in Tanzanian microfinance, H3: The level of interaction between 

internal auditors and finance manager has a positive relationship to internal audit 

effectiveness in Tanzanian microfinance.  

 

2.8 Knowledge Gaps 

Since Internal audit is both beneficial for the  public and private institution in order 

to regulate and protects assets of institutions, many studies have been done in this 

areas worldwide and in Tanzania in particular. But despite its multitude, many 

researchers have focused on public sector and have forgotten private institutions. For 

example ,Moh’d ( 2013 ) has focused on internal control system with the focus on 

TRA . On the other side , Denis ( 2013 ) reviewed  the role of internal audit but with 

the focus on  local government. Furthermore, Jayalakshmy (2012) have studied the 

efficiencies of internal audits activities in Tanzania commercial bank but the study 

was too general. Referring on the gaps existence in the literature, the author of the 

current study decided to come with topic for the purpose of bridge the existed gap. in 

his study on assessing of effectiveness of internal Audit system in microfinance 

sector in Tanzania using case study as Research Design,  questionnaire as well as in-

depth interview guide as major ways of data collection and  purposive  Methods to 

select respondents to enroll in the study were used and  descriptive Statistics were 

used  to analyse the collected information. 
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CHAPTER THREE. 
 

RESEARCH METHODOLOGY. 

3.1 Introduction, 

The very basic ways of gathering information is the researcher to choose the 

methodologies and procedure, which will fits and be appropriate in the study that 

will be effective.  Therefore, the chapter particularly introduce the methodologies 

used in undertaking this study. It is constructed as shown: the research design, study 

areas, target population, sample size, sampling procedures, methods of data 

collection , reliability and validity issues and data analysis . 

 

3.2 Research design  

According to Aakar (2002) as cited in Adam and Kamuzora (2007), the concepts 

research design are defined as the detailed blue print used to guide a research study 

toward its objectives . The function of the research design according to Aakar (2002) 

as cited in Adam and Kamuzora (2007) is to provide a paradigm where relevant 

evidence can be collected with minimum expenditure of time, efforts and money.  

This study accepted both quantitative approach and qualitative approach of data. 

Qualitative research designs assisted the researcher or investigator to provide 

detailed, critically about particular characteristics, and quantitative research design 

assisted the researcher to draws statistical model, in an attempt to explicit what was 

observed.  

Quantitative research was mainly used  for comparison purpose and statistical 

aggregations of information. 

Therefore, quantitative research approach was empirical, utilising numbers, 

quantifiable information since the conclusion was drawn on experimentations, 

objective, and observation. As it is well known that Qualitative research approach 

use  naturalistic strategy which looks for the understanding of behaviors within very 

specific context-, like "real world settings where the researcher does not attempt to 

manipulate phenomenon of interest. 
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Based on its importance, the researcher is using qualitative research design, he used a 

case study approach, where the focus was on a unit of analysis. Taking into 

consideration the research problem, objectives and the scope of this study that was 

focused on microfinance institutions in six selected institutions in Dar es Salaam.  

The case study is useful since it narrowed the area of the research by providing 

adequate and relevant data  to the research problem.  On the other hand, this research 

approach was helpful to the researcher since it was less complicated and expensive. 

3.3 Area of Research 

This study was carried out in six selected microfinance institution in Dar es Salaam,. 

The selection of these institutions was based on the fact that they are institutions that 

have been left behind without thorough investigations in this area of auditing. 

 

3.4 Sample and sampling procedures 

3.4.1 Target Population 

The targeted population of this study were 56 people.  The targeted people including 

internal auditors 20 , 20 managers and 16 non – managers . This team was chosen 

since they are at a good position to provide data for the study.   

3.4.2 Research sample size 

Due to financial and time constraints, it was difficult to include all the target 

population in the study, thus  28  respondents were drawn from the population to 

represent the target population with a gender consideration.  The sample was made 

up as follows, 10 internal auditors, 10 managers and 8 non managers of financial 

institutions (see Table 3.1).  This number is acceptable in both quantitative and 

qualitative studies in order to manage the enormous amount of information 

generated. 
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Table 3.1 Sample size distribution  

Parameters        Sex Total % 

 Males Females   

Managers 5 5 10 35.714 

Non managers 4 4 8 28.571 

Internal auditors 5 5 10 35.714 

Total 14 14 28 100 

Source : Researcher construct , 2018 

3.4.3 Sampling procedures 

This study using the purposive sampling procedures 

 

3.4.3.1 Purposive sampling 

According to Adam and Kamuzora, (2008),   purposive sampling is also called 

deliberate sampling or non-probability sampling. This sampling method according to 

Adam and Kamuzora (2008) involves deliberate selection of particular items of the 

universe for selecting a sample size, which represented populations. This technique 

does not give any option  to estimating that every element in the population has a 

chance of being a representative in the sample. Kothari, (2004) argues that purposive 

sampling is normally used because it is less expensive and quick for selecting a 

sample and the results obtained from an analysis of deliberately selected sample are 

tolerably reliable .The reasons advocated by Kothari (2004) prompted the author of 

this study to opt this technique to select 10 managers, 10 internal auditors, as well as 

8 non managers from different selected microfinance institutions.  Purposive 

sampling was used to get the sample for both questionnaires and in depth interviews 

Based on the above approach, the criteria for selecting sample from the target 

population for the study sample were as follows: 

- To be a formally employed of the selected microfinance institution  

- To be not a manager, for those 8 non managers selected from other department 

-To be ready to provide information for free of charge  
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The researcher tried to eliminate selection bias to the best of his ability by selecting 

the respondents who possess the knowledge and skills of auditing, who have good 

ability to communicate with experienced with the auditing works and who is 

available and willingness to participate for free of charge. 

 

3.5  Data  and data collection methods 

According to Kothari (2004), mainly, the extent of any subject to be investigated and 

the extent of the population or targeted people of elements of the study determine the 

instruments that are to be used to gather information.  Based on that Kothari (2004) 

define data collection methods as those instruments that are employed by the 

investigators during the course of finding the reality about a certain phenomenon. 

 

In the course of this study, the researcher employed two types of data  namely 

secondary and primary.  

 

3.5.1 Secondary data 

In the course of his study the researcher collected the secondary information 

published and non published documents namely: reports on the micro –finances 

banks, dissertations, articles, audit reports, news paper regarding internal auditing 

from different geographical areas. The researcher however collected those sources of 

information from the internet and libraries. 

 

3.5.2 Primary data 

The researcher of this study had collected primary information employing two 

methods:  namely questionnaires and in depth interviews. 

 

3.5.2.1 Questionnaire 

The researcher in the course of information gathering, he employed questionnaires to 

28 respondents.  The method covered 10 managers, 10 internal auditors and 8 non 

managers. Several reasons have prompted the researcher to use this method in 

gathering data for these all respondents, among several others included the following  
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i. The researcher could reach the very big number of respondents in a very short 

time even if they were geographically scattered  

ii. The instrument gave the respondents much time to meditate on the questions 

asked and could give very good answers  

iii. Avoidance of biasness from the researcher regarding the answers that could 

be provided by the respondents. The closed and open questionnaires were 

employed whereby; the questionnaires were given to the respondents and 

were requested by the author of this research an appointment to come back to 

collect the questionnaires.  

 

3.5.2.2 In depth interview 

According to Lofland (1971) as cited in Makombe (2006),   an in depth interview as 

one to one talk between the interview and the interviewee in order to get detail on 

certain issues . The researcher used in depth interviews to generate personal accounts 

of internal auditing objectivity. Such one to one talk were employed due to the fact 

that they  constituted flexible investigation strategies of discoveries recommended 

since  the aim of the study was to assess and describe what was going on with regard 

to phenomenon  under investigation  contrary to finding out the frequencies of some 

predetermined variables . The researcher has ensured that questions of the interviews 

are recorded through smart phone in order to have accuracies and consistencies of the 

information gathered.  This instrument of information gathering was employed to 5 

managers and 5 internal auditors. Multiple reasons prompted the researcher to 

employ this methods, among several others included the following:  

- the researcher had  opportunity to have face to face with the respondents  and 

aimed  investigating more things from the respondents  

- The researcher had the opportunity to control or to observe non verbal 

communication and this aimed at discovering if the answers provided by the 

interviewee matched with his/her non -verbal communication 

- To assess if the answers that were provided in the questionnaires were 

matching to those during interview processes During the interview processes, 

the researcher cleared up some misinterpretations and misunderstanding of 

questions on the spot . 
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3.6 Validity and Reliability issues 

According to Makombe (2006) argued that Validity and Reliability are concept that 

are very similar in meaning.  Maxwell (1996) as cited in Makombe (2006) has 

defined the concept validity as the reality or credibility of the prescriptions, explicit, 

interpretations, account or conclusions. Based on this perspective ,MacClung (1988) 

as cited in Makombe (2006) asserted that research findings have to be internally and 

externally correct to make generalizations. With regard to reliability, the concept  

according to Gall and Gall in Ballinger, (2000) cited in Makombe (2006) suggest that 

the concept means to the extent to which the similar findings are to be gotten in 

repeated attempts of the same test. 

 

In order to ensure the validity of this research, the investigator had taken  myriads 

techniques and methods. When targeting the validity of the findings, the researcher 

had to describe all in depth interviews and ensured that they were all recorded via a 

smart phone and finally transcribed verbatim.  The investigators sought employing 

this method or technique, could give him the chance to make the information 

accurate and complete. 

In order to make sure that the results of this study were reliable, the investigator had 

to make sure that all the questions asked are directly from the questionnaires and are 

asked the same way . 

 

The researcher had also ensured that there is attention on examination  of information 

in order to ensure the consistencies of both the processes and the products of the 

study. These techniques had good results due to the fact that the researcher  used a 

combined instruments  of information gathering like , in depth interviews, 

questionnaires, and documentary reviews. Based on that the results of the researcher 

would be reliable   when that particular instrument  was applied several times to the 

same respondent for the same purpose and could give the same result more and more   

 

3.7 Data Quality Control 

Data quality controls were used in order to ensure correctness of information gotten 

from the respondents. To ensure correctness of information gotten from the 
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respondents, this study employed triangulation, pretesting of research instruments 

and ethical issues and confidentiality. Triangulation   involved the employment of 

multiple information gathering techniques to investigate the same phenomenon. 

 

3.8 Data Analysis and Presentation 

Data of this study were analyzed using Statistical Package for Social Sciences 

(SPSS) program. Both quantitative and qualitative analyses have been employed as 

information analyses techniques. The information gathered were run through various 

models so as to clearly bring out the effect of the internal audit on financial 

performance of financial institution. The focus of this study was the link between 

internal audit and performance of micro-finance institutions .The set of independent 

variable included independence or objectivity of internal auditors, professional 

competencies of internal auditor and collaboration between internal auditors and top 

management in the micro finance institutions.  

 

Moreover, during data analyses the investigator   employed triangulated information  

from multiples places of data gathering , among these sources included the following  

information that was published and those not published and internally audited  

reports results. The triangulation theories of which multiple theoretical or school of 

thoughts were employed to comprehend the truth of this study in the same vein  

employed mixed approaches in analyzing information. The use of mixed approach 

shifted the study far away from quantitative versus qualitative to an approach with 

study instruments supplementing one another.  

 

The mixed instrument approaches expanded the reliability of study  findings , 

expanded  the thickness and wealth of information  as well as  analyses and assisted 

to open mismatches that could lead  to an in depth comprehension  of complexities of 

phenomenon. The study decided to adopt the explained approaches by primarily 

going in deep or insight of the previous books, journals and dissertations in the way 

of a systematic reviews that have influenced qualitative study; qualitative study in 

turn assisted the designs the questionnaires for the quantitative surveys as well as  

helping  explicating the findings from the quantitative research.  
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CHAPTER FOUR 

 

INTERPRETATIONS AND DISCUSSIONS OF THE RESULTS 

 

4.1 Introduction 

Chapter four of this study presents the interpretation and discussions of the results of 

the particular research. The interpretation and discussions are arranged based on the 

research questions as well as objectives.  The setting of the chapter is as follows: 

demographic profile of respondents, internal auditing questions, independence and 

objectivity of internal auditing and sanctions, relationship between auditors and 

managers and Summary. 

 

4.2 Demographic profile of respondents 

Based on self-perception theory that asserts people find the causes of their 

behaviours by interpreting their attitudes and knowledge , the current researcher has 

thoughts that starting with information of respondents would  viewed as a social 

exchange. This area allowed the researcher to know who was his target and what 

they were really thinking of. A comparison between the demographic profile of this 

research samples and those found from different authors regarding the same problem 

either in Tanzania or other areas outside of Tanzania was done.  Different variables 

were covered by the researcher during field work, these variables included the 

following: sexes, ages , education levels and professional careers or positions. The 

named variables were interpreted ,analysed and discussed in  the course of writing 

this report.  Demographic data were collected through questionnaires. 

 

4.2.1 Sex 

Respondents’ sex had a huge effect on their way of thinking, thus chiefly impacting 

the result of the study. Table 4.1 shows that 14 (50 percent) of respondents were 

females and 14 (50 percent) of respondents were males . This implies that gender 

issues were put into consideration by the researcher. 
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This study’s gender consideration findings are not consistent with those of Nancy 

(2013) who found that the vast majority were males. On the other side, the findings 

of this current study are almost consistent with those of James (2013) who found that 

gender consideration was almost treated fairly. These differences of gender 

consideration among these studies might have been caused by the way researchers 

have made sample of their respondents. 

Table 4.1: participants sex consideration 

Parameters  Frequency  Percentages 

Males 14 50 

Females  14 50 

Total  28 100 

Source : Field work , 2018 

4.2.2 Age category 

During this study, ages of respondents made differences in responding questions. 

During the collection of data, the researcher allowed respondents to enter the 

numeric values of their ages or and their birth years and age groups This helped the 

current researcher to be able to compare and contrast age differences among his 

respondents. 

 

The findings in Table 4.2 shows that less than half 12 ( 42.28 percent ) of 

respondents ranged between 20 to 30 years old , more than third 11 ( 39.28 percent ) 

ranged between 31 to 41 years old , less than tenth 2 ( 7.14 percent ) said that they 

ranged between 42 to 52 years old , while slightly more than tenth 3 (10.71 percent ) 

of respondents said that they belonged to the age of  53 and above . The findings in 

Table 4.2 imply that sampled financial institutions were comprised of youth workers. 

This is evidenced by excel sheet calculation that indicate that the vast majority of 

respondents ranged between 20 to 41 years old , which is 74.99 percent higher than 

those of 42 to 52 and 71.42 percent much higher than those of 53 to above . 

The findings in the Table 4.2 are almost consistent with those of James (2013) and 

Nancy (2013) who in their studies found that most of respondents ranged between 31 
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to 50 years old .  This implies that working forces in most of the financial institutions 

are still active since their ages still permit them to think beyond the development of 

their institutions. 

Table 4.2: Age category of respondents 

Parameters  Frequency  Percentages 

2o-30 years old  12 42.85 

31-41 years old  11 39.28 

42-52 years old  2 7.14 

53 to above  3 10.71 

Total  28 100 

Source : Field work , 2018 

4.2.3 Education level 

The more the educated the interviewee is , the more the understanding and analysis 

capacity.This has prompted the current researcher to consider the variable of 

education. 

Table 4.3 shows that more than third 10 (35.71 percent) of respondents had first 

degree and third 10 (35.71 percent) had degrees of  master respectively . The 

findings in Table 4.3 show that less than tenth 1 (3.57 percent) of respondents had 

Advanced Diploma , while less than third  7 ( 25 percent ) had CPAs . This implies 

that most of the financial institutions covered by this study had qualified people to 

run their financial businesses. The findings in Table 4.3 are partly almost consistent 

with those of Nancy (2013) with regard to first degree holders but are inconsistent in 

terms of CPA and master degrees holders .  The current study found that were most 

interviewees possessing Degree of Master and CPA compared to the findings by 

Nancy (2013) . These inconsistencies might be due to the number of respondents 

involved in the study, since the more the people , the more the chance to get more 

qualified , the vice versa is true . 
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Table 4.3: Education level 

Parameters  Frequency  Percentages   

First degree 10 35.71 

Advanced Diploma  1 3.57 

Degree of Master  10 35.71 

CPA 7 25 

Total  28 100 

Source : Field work , 2018 

When the respondents were asked to mention their field of studies, their answers 

were as shown in Figure 4.1 . 

The results in Figure 4.1 indicates that half 14 ( 50 percent ) of respondents argued  

that they were from the field of accountancy and finance , slightly less than one third 

8 (28.57 percent ) of them said that they were from accounting , less than tenth 2 ( 

7.14 percent ) said that they were from information technology , while more than 

tenth 4 ( 14.28 percent ) said that they were from business administration . The 

findings in figure 4.1 implies that most of the covered financial institutions had mult-

disciplinary approaches in order to make their business to go further due to 

employees educational backgrounds . 

Figure 4.1: Field of studies 
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Source: Field work , 2018   

4.2.4 Employment Status 

The aim of the research is to obtain the perspective of the respondents. In this area , 

the researcher examined position of the staff and experience of the staff  for the 

position . 

 

The findings in the Table 4.4 shows that less than a quarter 6 ( 21.42 percent ) of 

respondents said that they were junior internal auditors , slightly more than half 15 

(53.57 percent) of respondents said that they were senior auditors , slightly more than 

tenth 3 ( 10.71 percent ) said that they were junior managers , while more than tenth 

4 ( 14.28 percent ) said that they were senior managers . 

With regard to experience , the findings in Table 4.4  show that half 14 (50 percent ) 

of respondents said that they had experience of 1 to 5 years in his/her position , 

slightly less than third 8 (28.57 percent) of them said that they had experience of 6 to 

11 years old , more than tenth , 4 ( 14.26 percent ) said that they had experience of 12 

to 17 years old , less than tenth 1 (3.53 percent) of them said they had experience of 

18 to 23 years old , while less than tenth 1 (3.53 percent) said that they had 

experience of 24 to above years . 

When comparison is done, the findings in Table 4.4 indicate that respondents with 

experience of 1 to 5 years were 21.43 percent much higher than those of 6 to 11 

years experience, 35.74 much higher than those of 12 to 17 years old , 46.47 percent 

much higher than those with experience of 18 to 23 years along with those of 24 to 

above years respectively . These differences are more significant.  The findings 

reveal that most of the employees in these financial institutions are at least 

experienced even if their years of experience were not many.  

The findings of this current study are not consistent with those of Nancy (2013) who 

found that the majority of her respondents had the experience of 6 years to above.  

The findings are also partly inconsistent with those of James (2013) who found that 

the majority of respondents in his interviews had experience of 6 to above years, at 

the same time partly consistent with the current study since James (2013) results 
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indicated that half of the respondents said that they had experience of one year . 

These divergences and convergences might be caused by the types of employees 

selected for the interview and selected financial institutions. 

Table 4.4:  staff position and experience 

Parameters  Frequency  Percentages 

 Positions  

Junior internal auditor 6 21.42 

Senior internal auditor  15 53.57 

Junior manager 3 10.71 

Senior manager 4 14.28 

   

Total  28 100 

Experience  

1 to 5 years 14 50 

6 to 11 years 8 28.57 

12 to 17 years 4 14.28 

18 to 23 years  1 3.57 

24 to above years 1 3.57 

Total  28 100 

Source: Field work , 2018  

After interpreting and analyzing the demographic profile of respondents, the 

following section deals with internal auditing questions. 

4.3 category one; Effectiveness of  Internal auditing procedures 

Consistent with the research objectives, (see 1.5.1) one of the secondary research 

questions of this study was: What are internal auditing procedures that are used  to 

safeguard assets of micro finance institutions? The data was collected using 

questionnaires and in –depth-interviews . 
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4.3.1 Deep professional knowledge and skills 

The researcher in this area wanted to know if staffs had deep knowledge and skills in 

the financial issues they were doing. The base on question was: do you think you 

have a deep professional knowledge and skills on the overall activities of the 

department you hold? Answers from respondents were grouped into three as shown 

in Figure 4.2  

 

The figure 4.2 shows that the  majority , 23 (82.14 percent) of the respondents said 

yes to the question , 2 ( 7.14 percent ) of respondents said no to the question, while 3 

( 10.71 percent ) of the respondents said they were not sure . 

When doing comparison based on the data in Figure 4.2, statistics show that yes 

answers were 75 percent higher than those who said no to the question and 71.43 

percent much higher than those who said that they were not sure. The findings in 

figure 4.2 imply that staffs in financial institutions covered by the study had enough 

knowledge and skills of what they were doing.  The results in Figure 4.2 tally with 

those of Drogalas (2015) whose results estimated that the vast majority of staffs in 

financial institutions had in depth understanding on their job. In the same vein, the 

results in Figure 4.2 tally with those of Oyoo (2014) whose results estimated that the 

staffs in covered areas had excellent understanding of their work. 
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Figure 4.2: Deep professional knowledge and skills 

 

Source : Field work , 2018 
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The findings in Table 4.5 reveal that staffs of the covered financial institutions had  

multiple knowledge related to financial issues . But when comparison is done, the 

findings in Table 4.5 indicate that accounting skills and knowledge among staffs was 

7.14 percent higher than those having skills in fraud detection skills and investigation 

skills, 10.71 percent higher than those of marketing skills and trade finance. These 

differences are significant. The findings in Table 4.5 imply that much emphasis is put 

in accounting issues and less efforts are put in fraud detection as the result, fraud 

control might be difficult to control. On the other hand, the findings in Table 4.5 

indicate that knowledge and skills in accounting was 3.57 higher than those with 

knowledge and skills in both financial auditing and Risk management. These 

differences are not significant. This implies that staffs of these institutions are good 

at managing risk and financial issues . 

In addition to that the findings in Table 4.5 show that Banking operation and 

financial management skills was 7.14 percent higher than those having skills in fraud 

detection skills and investigation skills, 10.71 percent higher than those of  marketing 

skills and trade finance . These differences are significant. On the other hand, the 

findings in Table 4.5 indicate that knowledge and skills in Banking operation and 

financial management was 3.57 higher than those with knowledge and skills in both 

Financial auditing and Risk management. These difference are not significant. 

Table 4.5: support answers for skills of respondent 

Parameters   Frequency Percentage 

Accounting skills  5 17.85 

Financial auditing skills  4 14.28 

Fraud detection skills 3 10.71 

 Investigation skills  3 10.71 

Risk management skills  4 14.28 

Banking operation and financial 

management skills 

5 17.85 

Marketing skills 2 7.14 

Trade finance skills  2 7.14 

Total 28 100 

Source : Field work , 2018 
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4.3.2 Internal Auditing Systems Existence 

The researcher examined if there were internal auditing systems in those financial 

institutions.  Answers from interviewees had been categorized  into two as stipulated  

in Figure 4.3. 

 

The results in the Figure 4.3 have shown that the 26 out of 28 (92.85 percent) of 

respondents said ‘’ Yes ‘’ to the question, while 2 (7.14 percent) of respondents from 

Maghamba  microcredit said ‘’ No ‘’ to the question. 

Data comparison in figure 4.3 indicate that ‘’ Yes ‘’ answers were 85.71 percent 

much higher than those who said ‘’ No’’ to the question. The findings in Figure 4.3 

imply that internal auditing was in existence in those financial institutions to the most 

extent except in Maghamba microcredit which undergo auditing when particular 

circumstances arises. 

The results in Figure 4.3 tally with those of Jane (2012) whose results estimated   that 

the vast majority of financial institutions have internal auditing systems. In support 

of Jane (2012) argument, James (2014) asserts that the vast majority of financial 

institutions have internal auditing systems but doubts are how they do the exercise. 

Figure 4.3: Internal Auditing System Existence 

 

Source: Field work , 2018 
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After discussing the existence of internal auditing systems , the researcher asked the 

respondents who said ‘’ Yes ‘’ to the question to support their answers by naming 

types of systems used by their institutions .  Answers from respondents were 

categorized   into three groups as illustrated in Figure 4.4 . 

The results in Figure 4.4 have shown that slightly more than half 15 ( 53.57 percent ) 

of respondents said that the system was preventive , slightly less than third 8 ( 28.57 

percent ) of them said that the system was directive , while more than tenth 5 ( 17.85 

percent ) of respondents said that they used detective systems . 

The results in Figure 4.4 have indicated that preventive internal auditing systems was 

much used since it scored 25 percent more than directive system and 36 percent more 

than detective system. These differences are more significant. The results in Figure 

4.4 imply that more efforts in these institutions are deployed to prevent any kind of 

fraud that might happen.  As  the result less financial fraud. 

The results in Figure 4.4 are to most extent similar with those of Jerome (2015) 

whose results estimated that more African financial institution’s deploy endless 

efforts in preventive internal auditing systems but forgetting other systems. Jerome 

(2015) argues that less efforts of other systems of internal auditing have negatively 

affected financial institutions in the continent. On the other hand, the findings in 

figure 4.4 are not consistent with those of Seif (2017) who found that all systems of 

internal auditing in most cases are treated equal and considered to be important. 

These differences of findings might be caused by geographical areas of studies and 

understanding of respondents regarding the researcher question. 
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Figure 4.4: Types of Internal Auditing Systems 

 

Source : Field work , 2018 
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In addition to that an internal auditor asserted the following: 

‘’ we prepare an audit plan , scheduling an open meeting , conducting field work , 

verification , calculation , analysis , confirmation , observation , inquiry , use of 

audit reports to assess risk , warning and take legal action for staffs who are not 

compliant ‘’. 

4.3.3 Impact of Internal Auditing System 

The researcher explored if the internal auditing systems brought positive impacts to 

the financial institutions. Answers from respondents had been categorized into three 

as shown in Figure 4.5 . 

The results in Figure 4.5  have shown  that the vast majority 26 (92.85 percent) of 

respondents said ‘’ Yes ‘’ to the question , less than tenth 1 (3.57 percent) of 

respondents said ‘’ No ‘’ to the question , while less than tenth 1 (3.57 percent) of 

them said ‘’ No ‘’ respectively . 

The results in Figure 4.5 have indicated that ‘’yes ‘’ answers  was 89.28 percent 

much higher than those who said ‘’ No ‘’ and those who said they were not sure 

based on excel calculation . This implies that if internal auditing system is effective , 

it might to most extent bring positive changes to the financial institutions . This 

argument is supported by Arena and Azzone (2009) who viewed internal auditing as 

a value adding function to an organization as this function now incorporates a new 

link to internal control that is risk management. In the same perspective, Ditternhofer 

(2001) argues that Internal audit effectiveness result into the effectiveness of each 

auditee and the company at large . Ditternhofer (2001)  further adds that, where the 

internal audit quality is ensured, there will be appropriateness in procedures and 

operations of the auditee, resulting into auditees‟ effectiveness and the organization 

at large . 
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Figure 4.5: Impact of Financial Audit System 

 

Source : Field work , 2018 

The questioner would like to know concerned respondents who said, yes  to the 

question the intensity to which auditing systems has positively impacted their 

financial institutions.  

Their answers from respondents had been categorized into five groups as per Fig 4.6 

. 

The details in Fig 4.6 have shown that half 13 ( 50 percent ) of respondents said that 

the positive impact was at very great extent , approximately less than  6 ( 23.07 % ) 

comments that the impact was to great extent , closely  3 (11.53 % ) noted that the 

impact was to moderate extent , less than tenth 2 (7.69 percent) said that the impact 

was to less extent , while 2 (7.69 percent) of them said no extent respectively . 

Figure 4.6 results have indicated that the level of very extent positive impact was 

26.93 percent higher than those of great extent, 38.47 percent  much higher than 

those of moderate extent , 42.31 percent much higher than those of less extent and 

42.31 percent much higher than those of no extent .  The results in Figure 4.6 imply 

that internal auditing has greatly impacted to the effectiveness of financial 

institutions . 
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The results in Figure 4.6 tally with those of Chun (1997) who has argued that internal 

auditing is an integrated part of the process of accountability aiming to ensure and 

promote effectiveness in performance, with assumed accountability in the 

management of the organization.  

Figure 4.6: Impacts of Internal Audit Systems 

 

Source: Field work , 2018  

After analyzing and discussing the first section about respondent in the first question 

of this study now is second sections which is about second questions. 

4.4 Reliable data and Sanctions Against Violators of Internal Control 

Consistent with the objective of the research number two ( see 1.5.1 ) the second 

research question was :What are the reliable data are required to provided by 

independent internal auditor and what are the sanctions against violators of internal 

audit procedures/ control ? 

In this section, the researcher examined if the reliable data such as internal auditors 

reports are provided by the independent internal auditor and how much this report are 

taken into action by the management also what sanctions were used  against violators 

of internal  control by asking different sub-questions . 
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4.4.1 Frequency of doing internal audit in their Institution 

Through questionnaires, the researchers asked respondents how often internal control 

was done in their institutions. The answers from respondents were categorized into 

four groups as shown in Figure 4.7. 

 

The results in Figure 4.7  have shown that half 15 ( 50 % ) of respondents revealed 

that internal auditing was done quarterly , a quarter 7 ( 25 % ) of respondents noted 

that they were doing internal auditing monthly , more than tenth 5 ( 17.57 percent ) 

said that they do internal audit annually , while less than tenth 1 ( 3.57 percent ) of 

them said they do internal audit when needs raised . 

The results in Figure 4.7 imply that  there  are  an  intense actions in ensuring that all 

resources of the financial institutions are safe.  The results in Figure 4.7 tally with 

those of Martha (2013) who found that internal audit in MORUWASA was done 

quarterly.  The findings are also consistent with those of Tadiwos (2016) whose  

results estimated  that most of financial and privately owned institutions have their 

internal audit quarterly . 

 

Figure 4.7: Frequency of Internal Auditing calendar 

 

Source: Field work, 2018   
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When the researcher asked respondents if internal auditors were allowed to go 

through all the documents that needed to be audited, their answers had been 

categorized into two as per Table 4.6, 

As per Table, 4.6 have shown that greater number about 23 ( 83 .14 % ) of 

respondents reported ‘’ Yes ‘’ to the question , while less than a quarter 5 (17.57 

percent ) has said ‘’ No’’ to the question . The result as per Table 4.6, imply that 

internal auditor have more connection to required documents that need to be audited. 

The results in Table 4.6 do not tally with those of Oyoo (2014) whose results 

estimated that that most internal auditors do not have access to all documents that 

need to be audited due to individual interest. In the same vein, Jean (2014) argues 

that most internal auditors face challenges in accessing all documents that are 

required by the auditors due to conflict interest in many financial institutions. 

 

Table 4.6: Access to go through documents 

Parameters Frequency  Percentage 

   

Yes  23 82.14 

No  5 17.85 

Total  28 100 

Source: Field work , 2018 

During an interview, the researcher asked one of the respondents who said ‘’ no ‘’ to 

the question, the latter asserted the following words: 

‘’ internal auditors are sometimes mandated to conduct the exercise by their bosses. 

When given some documents and told not to ask others, they just keep quiet ‘’. 

When asked to whom internal auditors had to submit their internal audit reports, the 

respondents provided their responses into three groups as indicated in table 4.7. 

The finding in table 4.7 have indicated nearly  20 (71.42 percent) of respondents said 

that they submitted their audit reports to board of directors, more than tenth 4 

(14.28percent) of respondents said that they submitted their reports to management, 
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while more than tenth 4 ( 14.28 percent ) of respondents said that they submitted 

their reports to other audit departments such as board audit committee . 

The finding as per Table 4.7 have shown that most of the reports of audit were 

submitted to the board of directors and few said that the reports were submitted to the 

management. The implication of the results as per table  4.7 indicate that, there are 

objectivity and independence in terms of report submission since they are submitted 

to the higher hierarchy of the organization. The results in Table 4.7 tally with those 

of Nasibah (2012) whose results found that most of the reports of audit in privately 

owned institutions are submitted to the board of director while few were submitted to 

the management as copies . In support of Nasibah’s findings , Leif (2013) asserts that 

internal auditing have become objectives in many financial institutions due to close 

follow up of board of directors regarding all processes of internal audit . 

Cai (1997) cited in Nancy (2013) argued that Independence is the essence of 

auditing. An internal auditor must be independent of both the personnel and 

operational activities of an organization. Otherwise, according to Cai (1997) as cited 

in Nancy (2013), the integrity of the auditor‘s opinions, conclusions and 

recommendations would be suspect. So, according to Cai (1997) as cited in Nancy 

(2013) , independent is very significance for the effective performance of the 

function and objective of any internal auditor. This independent according to Cai 

(1997) as cited in Nancy (2013) is resulted from two sources which are 

organisational status and objectivity.  

Table  4.7: Submission of Audit Reports 

Parameters  Frequency  Total  

Board of directors 20 71.42 

Management 4 14.28 

Other audit departments 4 14.28 

Total  28 100 

Source :Field work , 2018 
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When one of the respondent was asked through in depth interview, to clarify who 

was custodian to punish the person found guilty, the latter said the following words: 

‘’ We are really serious with fraud issues. Our internal audit go to the board of 

director then these ones direct the organization management to take severe sanctions 

against people who have gone against the compliance of the institutions . The 

manager cannot escape punishing the wrong doers in such cases’’. 

In the same vein , when a manager was asked to clarify what could happen to a 

person who has not abide with compliance and that person had a good position in the 

organization . The latter said the following words : 

‘’ This issues are too complicated and complex when a custodian is found guilty . 

The decisions are to be taken by all the management by relying on the constitution 

and by laws of the instution .But ,Iet me inform you that no one escapes if he/she is a 

wrong doer’’ . 

The findings based on the interviews clearly show that most of the financial 

institutions are firm in taking decision that are severe to the persons found guilty. 

4.4.2 Types of Sanctions provided 

In this sub-section, the researcher examined types of sanctions that was provided to a 

person who was found guilty. Answers were obtained through in depth interviews  

When a manager was interviewed on the type of sanction that was taken to the guilty 

person , the latter said the following words :  

‘’ We do not really tolerate fraud . In most cases , we terminate job contract of the 

person , imprisonment , confiscation of properties obtained through fraud , coercive 

recovery of cash and several others ‘’. 

In the same vein, one internal auditor when asked on what sanctions the management 

of her financial institution as taking to the guilty person, the latter said the following  

‘’ My management really strive to make sure our institutional properties are safe . 

Sometimes , the person found guilty repay the fund he has stolen , fines and other 
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disciplinary measures , strong warning letter if the crime was not so big, segregation 

of duties might be used.  dismissal ‘from job if crime was not tolerated at all’. 

The findings in those interviews are consistent of those of Asiligwa (2017) who 

found that most workers have lost their positions in different financial institutions 

due to fraud and other severe crimes that obliged the management to take measures 

against them. In support of Asiligwa (2017) findings, Seif (2017) argues that most of 

workers in financial institutions condone with fraudulent people especially during 

procurements. Once found guilty, they end up by being imprisoned, confiscated 

some of their important properties and sometimes fired from their jobs. 

4.5 Collaboration between internal auditors and top management 

In consistent with objective number three (see1.5.1), the third question of the 

research   was: What is the relationship between internal auditors and Top 

management to promote operation efficiency and policies of the company during 

internal auditing processes?. Information from respondents has been gathered via 

questionnaire and in-depth interview. Different sub parts of question were formulated 

in order to respond this question. 

The researcher examined if the management of financial institutions supported 

internal auditors to perform their work. Answers from respondents have been 

categorized into two as shown Fig  4.8. 

The results in Figure 4.8 have shown that the greater numbers about 27 

(96.42percent) of participates said ‘’ Yes ‘’ to the question, while less than tenth 1 

(3.57 percent) of respondents said ‘’ No ‘’ to the question. 

As per  Fig 4.8 shows the findings that the participants who said ‘’ Yes ‘’ to the 

questionnaire, based on excel calculation, was 92.85% compared to those who 

comments ‘’ No’’. This difference is more significant. The findings in Figure 4.8 

imply that there is higher possibility of relationship between internal auditors and 

management of financial institutions in the covered micro-finances as the result , 

effective of internal auditing .  
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This argument has the connection by Cohn and Sayag (2010) who argued that 

management support, especially in relation to provision of proficient internal audit 

staff, career development and independence of internal auditors as vital to the 

effectiveness of internal audit. In the same vein, Alzban and Gwiliam (2014) in 

addition to that argue that independence of internal audit along with competence of 

internal audit department , size of internal audit department , relationship between 

internal and external auditors , management support  is positively associated with 

internal audit effectiveness. To support Alzeban and Gwilliam (2014) arguments 

,Mihret and Yismaw (2007) assert that one   of   the   most   important  factors  

affecting internal audit effectiveness according to the literature is the support by the 

top management.  

The results in Figure 4.8 do not tally with those of Asiligwa (2017) whose results 

estimated  that in most of financial instructions in Africa , there was poor relationship 

between the top management and internal auditors . In relation with Asiligwa (2017) 

found that most managers have personal interest in the positions they hold and not 

ready to closely support internal auditors conduct their activities independently. The 

results in Figure 4.8 are almost similar with those of Jerome (2015) whose results 

estimated that there were  strongly  relationships between internal auditors and 

managers in privately owned financial companies compared to public ones .  
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Figure 4.8: Opinion of relationship 

 

Source : Field work , 2018 

The researcher asked those participants who give positive answer through interviews 

which  support they were provided. 

One manager during an interview said the following words : 

‘’ We do a lot to support this team . We provide our internal auditors with funds to 

conduct the exercise ,  keeping staff aware of the exercise  and make them ready to 

answers all questions related to the exercise ‘’. 

In the same vein , when an internal auditors was asked she replied as follows :  

‘’ Our management has been a very strong assistance to our work. They normally  

provide  us  all  necessary  materials  to make the exercise is  success. We go through 

all the documents with relation with internal audit  including staffs documents ‘’. 

From the results of this research , one can say that  there was great internal audit 

standards, due to independence of internal audit, professional competency and 

internal control. The findings clearly described that changes in fiscal achievement  

and implementation of  microfinance might be caused  by  any possible change in 

internal audit standard. 
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CHAPTER FIVE 

 

SUMMARY, CONCLUSION, POLICY IMPLICATIONS AND AREAS 

OTHER RESEARCHES 

 

5. 1 Introduction. 

This section provides the summary of the study, conclusion and policies implication 

of the study, the section is organized as summary, conclusion, policy implication and 

areas for further studies.  

 

5.2 Summary 

The study was conducted to assess the effectiveness of internal auditors  form six 

selected Micro –finance institutions situated in Dar es Salaam in order to attain their 

purposes. This study assessed different issues from the microfinance institutions 

through the workers of those institutions.  The researcher had planned to cover 56 

respondents in this study but due to financial constraints and time, only 28 

respondents were covered and those represented the whole population of the study. 

The researcher in order to reach those respondents and get answers that could be 

used for analysis of the study, research objectives and questions  were set in order to 

guide him set instruments of data collections . In the same vein , since it could be a 

bit difficult to cover the respondents without any guidelines or techniques to make 

sure sampling is done , the researcher also set instruments that guided him to do 

sampling . 

 

With regard to research objectives, three specific research objectives were 

constructed with respect to the general objective,   Hence, this research had been 

carried out with the purpose of attaining the mentioned below specific objectives.  

Such as, to assess if internal auditing procedure are effective in order to safeguard 

both financial and physical assets of micro finance institutions. Secondly, to ascertain 

if reliable data are provided by Independent Auditor and if any sanctions against 

violators of internal audit procedures are adequate .Third, to explore the  major 
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means of relationship between internal auditors and Top Management to promote 

operation efficiency and policies of the firms during internal auditing. 

By the essence of this  kind of study, the researcher formulated questionnaire and in -

depth interview guide basing on the research question. Based on that, data collections 

were guided by the following identified questions of the study: First and foremost, 

what were the internal auditing procedures that are used to safeguard assets of micro 

finance institutions? Secondly, what are the reliable data are provided by 

Independent  Internal Auditor and if any sanctions against violators of internal audit  

procedures are adequate? Third, what is the relationship between internal auditors 

and Top Management to promote operation efficiency and policies of the firms 

during internal auditing processes? 

The research were guided by different theories such as Agency theory, contingency 

theory and Lending credibility theory.  

The target population of this study was internal auditors and managers of micro 

financial institutions. Then for the reason of obtaining more information, other staffs 

were also covered.  This performed research used quantitative and qualitative data 

design.  

This study due to its nature employed one main sampling procedures in order to have 

the intended sample. Purposive sampling were employed to make this sample to be 

the reality .The researcher use that kind of sampling  technique to select participants 

who were able to be covered by the study.  The sample was divided as follows:  10 

internal auditors, 10 managers and 8 other staffs. 

This research had been carried out through the guide of both qualitative and 

quantitative approaches since both mixed approaches were utilized in order to make 

this work to be possible. Each approach had its own methods of data collections, for 

example, Qualitative information was gathered via in depth interviews at the same 

time, Quantitative information had been gathered via questionnaires. Each approach 

was analysed and discussed according to its nature , this means that Quantitative 

information  had been analysed via the employment  of descriptive statistical 
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techniques  covering tables and figures, while  qualitative information had been 

gathered and analysed though the use of in depth interviews .  

The findings of the study were categorized from different opinions but to summarize, 

the findings of the study have indicates that vast majority of employees had good 

knowledge of the positions they held. The findings also have shown that there 

existed internal auditing systems in financial institutions and were preventive to most 

extent. The findings have also shown that internal auditing was positive and brought 

affirmative impacts to the institutions. In the same vein, the findings have shown that 

internal auditing was done quarterly to most extent. With regard to whom to submit 

the auditing reports, the findings have shown that most of the reports were submitted 

to board of directors and several sanctions including forcing back or termination of 

the employee contract were used for those who could be found guilty . 

5.3 Conclusion 

Internal auditing is important and its remarkable importance is demonstrated in the 

increase of demands for these services and its expansion of growth ranging from 

grassroots to the international organisations or companies.   Despite its importance, 

few studies have systematically paid much attention to its roles and impacts that 

could bring positive impacts to privately micro-finance institutions.  

The finding has brought to light that there were independences of internal audits and 

professional competencies.   This shows that financial issues are safe to most extent, 

this is to say that both financial and physical assets of the microfinance are 

safeguarded also decision making for future development of the microfinance 

institutions is achieved due to fair report and reliable data which are provided from 

Independent Internal Auditors 

On regard with relationship about top managements and internal auditors, the 

findings has brought to light that there was good relationship between top 

management and internal auditors during internal auditing processes, Hence 

operation efficiency and policies of the firms is enhanced due to the collaboration 

between Internal Auditors and Top management of the microfinance Institutions. The 

study also highlighted that there were strong positive relationship between managers 



61 

 

acceptance of being audited and financial performance .Hence, the growth of 

financial institutions. 

Based on the drawn conclusions from the results, it is of importance and pre-requite 

information for the privately owned financial institutions to invest in these types of 

auditing. At the same time, researchers would bring more changes in this sector if 

studies are done effectively.  

5.4 Policy implications 

The world is changing drastically and so does technologies. Fraudulent strategies 

have also been improved a lot. From that basis, internal auditors are also needed to 

tirelessly update themselves with the drastic changes and technologies and sharpen 

their skills.  

 

The managements of financial institutions especially privately owned ones should 

keep on organizing forums , training and workshop, in-order most  of their 

employees particularly  internal auditors would be trained frequently by experts 

either in-services training  or externally training  

5. 5 Areas for more studies 

It is obvious to say that the results of this research patched a way for theoretical 

discussions and systematic questions which still need more assessment to be 

conducted thoroughly.  From this ground, This research recommends a similar study 

to be carried out in other geographical areas of the country by increasing the sample 

size and use procedures which can lead to representative sample for making more 

meaningful of inference of the result in  examine the problems confronting internal 

audit in privately owned financial institutions, by doing so it lead  in enhancing the 

internal audit effectiveness for better performance in operation in those financial 

institutions in dar es salaam and other areas. 

This study recommend that an in-depth research should be done on effects of BOT 

regulation on privately owned financial institutions on internal audit among those 

microfinance one. Since this study was done once and used for academic purpose, 

the results had not given the processes of changes to internal auditing form one point 
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of time and others.  Basing of this nature, longitudinal research approach is 

recommended to be carried out from both rural and urban area. The research of this 

kind it help to come up with powerful and usable information about auditing 

processes of internal auditing across time. 
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APPENDIXES 

Appendix  i : Questionnaires for Internal Auditors.  

  

Introduction  

I am interested in assessing the effectiveness of internal audit in microfinancial 

institutions.  The researcher is a student of Master of finance and accounts (MSc F & 

A) in Mzumbe university. This study is carried out in partial accomplishment of the 

acceptance of the mentioned degree above. You have been selected to engage in this 

kinds of research due to your potentiality in providing the required information. The 

results obtained from this study will contribute to a clear understanding of internal 

auditing matters in micro-finance institutions in Tanzania and provide important 

suggestions to interested stakeholders to make improvements in  their daily operation 

system. 

I wish you to responds the following questionnaire as fairly as indeed. I guarantee to 

you that any information provided concerning this study will be handled in 

confidential and solely for the purpose of this study.  

We appreciate you for your kindly supports in terms of time and cooperation’. We 

highly appreciates your helping in this study. Hence that, tick ( v ) in the bracket / the 

statement  which  you consider to be the correct statements. 

Section A :  Personal information  

Please tick ( V ) in the category for which  you prefer to fits   

1. Sex :   a. Male  (       )   b. Female (    )      

2. Age  :  a .  20-30 years old  (   )   b.  31 to 41 years old  (     ) c.  42 to 52 years old 

(   )  d. 53 to above years old (      ).   

3. Education  

a.  Below Diploma (   )    b. first Degree (  )   c.   Advanced Diploma  (   )  d. Degree 

of Master (      ) e.   CPA  (     ) f. ACCA  (  )                                            

g. Other , please specify ……………………….. 
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4.  Field of studies : 

a. Accounting and Finance (   )b. Information Technology  (  ) c. Business 

Administration (    ), d. Accounting  (   ),  e. Others , please specify 

……………………… 

5. What  staff category do you belong to in this financial institution ?    

a. Junior internal auditor  (   ) b. Senior internal auditor (      ). 

6. Experience with the position  

a. 1 to 5 years (    ), b. 6 to 11 years (   ),  d. 12 to 17 years (    ), e. 18 to 23 years (   ), 

f . 24 to above years (     ).. 

Section B: - Effectiveness of Internal Auditing  procedures  

1. Do you think you have enough and preferred professional knowledge  and skills 

on the comprehensive functions of the department you hold  ?  

a. Yes {  },      b. No {    },  c. I am not sure  {   }  

Assuming that your comment is no, why no ? give comments in 

shorts…………………………………………… 

In case that your comments is yes  then what are those skills ? please name them  

i. ------------------------------------------ 

ii. ------------------------------------------ 

iii. ------------------------------------------ 

iv. ----------------------------------------- 

 

2. Do you think are there any internal auditing systems in this institution you are 

working for ? 

  a. Yes  (     )   b. No   (      )    

If yes, what are they?  Please indicate ( V ) in the brackets for the comments you 

think fits . 

a. Preventive (    )   b. Directive (    )  c. Detective  (      )  

if your answer is no , do you think why , please give an explanation for your reason 

…………………………… 

3. What do you knows are the procedures taken by your institution for internal 

auditing ?please name  

a……………………………………….. 
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b……………………………………….. 

c………………………………………….. 

d………………………………………….. 

e…………………………………………… 

4.  Do you think internal auditing system in your institution has positively affected 

your microfinance institution?  

 Yes  (        ),        No (     ),  I am not sure (       ). 

In case your arguments is yes ,  to what extent were affected ?  

i. Very great extent  (    ),  

ii. Great extent  (    ),  

iii. Moderate extent  (    ),  

iv.  Little extent   (     ),  

v. No extent   (      ).  

If no do you think why ? please explain 

………………………………………………. 

……………………………………………………………………………………

…………………………………… 

  



71 

 

Section C. Reliable data and Sanctions Against Violators of internal auditing 

and control.  

1. How often do you do internal auditing in your institution ? 

a. Monthly   (     )  b. Quarterly (    ) 

c.After six moths (    ) d. Annually  (  ) 

e. When need arises (     ) 

2.  Do you think you have access to all document that need to be internally audited ? 

a. Yes  (        )      b. No   (     ) 

if no , do you think why , please explain …………………………………… 

3. To who do you submit your internal auditing reports ? 

a. Board of director (    ),  b.  Management  (     ),   c. Board of trustees (    ), 

  d. Others , please explain ………………………………………………… 

4. Who do you think punishes detected fraudulent?  

a. Management (    )  b. Board of trustees c. Board of directors (    ). 

5. What do you think are the sanctions given to people who are involved in fraud ? 

please name  

a…………………………………… 

b…………………………………… 

c…………………………………….. 

d…………………………………….. 

e……………………………………….. 

Section D. Relationship between auditors and managers  

1. Do you think the management of this institution you are working for 

support you during internal   audit process ? 

a. Yes {    },       b. No {     }.  

In case of yes comments , what type of support they provide ? please 

explain ……………… 

………………………………………… 

If no , do you think why , please give reasons………………………… 

………………………………………………………. 

 

Thanks  for your participation. 
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Appendix ii: In-depth interview Questions for directors of Internal Auditor 

department. 

 

Introduction  

I am interested in assessing the effectiveness of internal audit in microfinancial 

institutions.  The researcher is a student of Master of finance and accounts (MSc F & 

A) in Mzumbe university. This study is carried out in partial accomplishment of the 

acceptance of the mentioned degree above. You have been selected to engage in this 

kinds of research due to your potentiality in providing the required information. The 

results obtained from this study will contribute to a clear understanding of internal 

auditing matters in micro-finance institutions in Tanzania and provide important 

suggestions to interested stakeholders to make improvements in  their daily operation 

system. 

I wish you to responds the following questionnaire as fairly as indeed. I guarantee to 

you that any information provided concerning this study will be handled in 

confidential and solely for the purpose of this study.  

We appreciate you for your kindly supports in terms of time and cooperation’. We 

highly appreciates your helping in this study. Hence that, tick ( v ) in the bracket / the 

statement  which  you consider to be the correct statements. 

Section A :  Personal information  

Please tick ( V ) in the category for which  you prefer to fits   

1. Sex :   a. Male  (       )   b. Female (    )      

2. Age  :  a .  20-30 years old  (   )   b.  31 to 41 years old  (     ) c.  42 to 52 years old 

(   )  d. 53 to above years old (      ).   

3. Education  

a.  Below Diploma (   )    b. first Degree (  )   c.   Advanced Diploma  (   )  d. Degree 

of Master (      ) e.   CPA  (     ) f. ACCA  (  )                                            

g. Other , please specify ……………………….. 
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4.  Field of studies : 

a. Accounting and Finance (   )b. Information Technology  (  ) c. Business 

Administration (    ), d. Accounting  (   ),  e. Others , please specify 

……………………… 

5. What  staff category do you belong to in this financial institution ?    

a. Junior internal auditor  (   ) b. Senior internal auditor (      ). 

6. Experience with the position  

a. 1 to 5 years (    ), b. 6 to 11 years (   ),  d. 12 to 17 years (    ), e. 18 to 23 years (   ), 

f . 24 to above years (     ).. 

Section B: - Effectiveness of  Internal Auditing procedures   

 1. Do you think your internal auditors have  enough professional knowledge  and 

skills on the overall functions of the department they  hold  ?   Yes {     }    No {   

}    I am not sure {   }  

In case your comments is no , do you know why  ?  then give your explanations 

…………………………………………………………… 

…………………………………………………………… 

Wherever your statement is yes , what are  those skills ? please name them  

a……………………………… 

b………………………………. 

c……………………………….. 

d…………………………………. 

e…………………………………… 

f…………………………………… 

2. Do you think are there any internal auditing systems in this institution you are 

working for ? 

  a. Yes  (     )   b. No   (      )    

If yes, what are they?  Please mark ( V ) in the  indicated bracket for the answer you 

think fits . 

a. Preventive (    )   b. Directive (    )  c. Detective  (      )  

if your answer is no , do you think why , please give your clarifications 

………………………………………. 

……………………………………………………………… 
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3. What do you knows about the procedures taken by your institution for internal 

auditing ?please name  

a……………………………………….. 

b……………………………………….. 

c…………………………………… 

4.  Do you think internal auditing system in your institution has positively affected 

your microfinance institution?  

 Yes  (        ),        No (     ),    I am not sure (       ). 

  to what extent in case your comment is Yes  

a. Very   great   extent  (    );  

b. Great   extent  (    ),  

c. Moderate   extent  (    ),  

d.  Little extent   (     ),  

e. No extent   (      ) , 

If no , do you think why ? please explain 

………………………………………………. 

…………………………………………………………………………………………

……………………………… 

Section C. Reliable data and sanctions Against Violators of Internal Control.  

1. How often do you do internal auditing in your institution ? 

a. Monthly   (     )  b. Quarterly (    ) 

c.  After six moths (    ) d. Annually  (  ) 

e. When need arises (     ) 

2.  Do you expect your internal auditor   having enough accessibility to overall 

document that needed to be internally audited ?  

a. Yes  (        )      b. No   (     ) 

if no , do you think why , please explain 

…………………………………………………………………………………………

…………………………………… 

3.To whom do your internal auditors  submit their  internal auditing reports ? 

a. Board of directors (    ),  b. Management  (     ),   c. Board of trustees (    ),   d 

Others , please give your  explanaations 
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…………………………………………………………………………………………

…………………………………… 

4. Who do you think punishes detected fraudulent?  

a. Management (    )  b. Board of trustees c. Board of directors (    ). 

5. What do you think are the sanctions given to people who are involved in fraud 

?please name  

a…………………………………… 

b…………………………………… 

c…………………………………….. 

d…………………………… 

Section D. Relationship between auditors and managers  

1. D you think the management of this institution you are working for support 

internal auditors  during their  auditing process ?  

a. Yes (    )       b. No (     )  

In case of yes , what type of support they provide ? please explain ……………… 

…………………………………………………………………………………………

…………………… 

If no , do you think why , please explain ………………………………………….. 

………………………………………………………. 

 

Thanks for your participation. 

 

 

 

 

 

 

 

 


