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ABSTRACT

The study intended to establish the relationship between internal control systems
and accountability of 133 randomly selected in University of Burao (U0B) staff (both
managerial and non-managerial) in Somaliland, using descriptive and correlational
designs. The first major objective of this study was profile of respondents in which the
study indicates that male dominate (66.2%) female (33.8%) in U0B staff, the study
also revealed that 88.7% which is the very majority of the employees in the sample
were aged below 40 years; 7.5% were 40-59 years old; 3.8% were 60 and above years
old. The study shows that UoB, which was established only in 2005, employed a great
number of academicians (45.l%). This is an indication of that UoB attracted and
retained highly educated employees who are likely to perform their duties well. In
second objective, the study shows that, on the overall, the level of internal control
systems (as to: control environment, risk assessment, procedure, communication and
monitoring and evaluation) is good (grand mean=2.54) and in third objective the study
indicates that the level of accountability was found to be fair (grand mean = 2.51). The
last objective of the study was to determine whether there is a significant relationship
between the level of internal control systems and level of accountability in University of
Burao in Somaliland. The study uses Pearson Linear Correlation Coefficient to measure
and describe the relationship between the two variables of the study and to test the null
hypothesis. The study also uses regression analysis to rank the effect of the five
internal control components have on accountability. The level of internal control
systems was found to be positively and significantly correlated with the level
accountability (sig. < 0.05 and r-value = 0.435). It recommends that there is need to
promote; transparency in recruitment, training and performance management,
appropriate criteria should be used in the appointment of the board members,
employees should be given training in maintaining effective internal control systems to
carry out their daily work and improve and promote accountability and in organization
risk management, policies should be developed in conjunction with the organization
implementation plan.
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CHAPTER ONE

THE PROBLEM AND ITS SCOPE

Background of the Study

Protecting a company’s (or institutions) business and financial information is an

activity common in today’s economic environment, with internal control system being

the most common term for the tasks. While these activities are certainly quite old in

use, the term internal control system is not. Internal control systems help organizations

present reliable financial reports to stakeholders, comply with laws and regulations, and

have efficient and effective operations. Many public universities, Burao University in

particular, are found to be lacking accountability due to the result of weak and non

existent internal control systems and also failure of the acknowledgement and

assumption of responsibility for actions within the scope of a role or position. The

American Institute of Accountants first defined the term internal control system in 1949

as a process, affected by the curators/regents/directors, management and other

personnel, designed to provide reasonable assurance regarding the achievement of

objectives in the following categories: (1) Effectiveness and efficiency of operations, (2)

Reliability of financial reporting, and (3) Compliance with applicable laws and

regulations.

Various scholars have defined Internal Control System but Banerjee (1997)

defined it as the whole system of control, financial or otherwise, established by the

management in order to carry out the business of an organization in an orderly and

efficient manner while ensuring that assets are safeguarded and reports are accurate,

complete, and reliable.

According to COSO (Committee of Sponsoring Organizations of the Treadway

Commission), (1992) internal control consists of five essential components: The (1)

control environment is arguably the most important component because it sets the tone

for the organization, (2) rt~k assessment refers to the identification, analysis, and

management of uncertainty facing the organization, (3) Control activities include the

[1]



policies and procedures maintained by an organization to address risk-prone areas, (4)

Information and communication encompasses the identification, capture, and exchange

of financial, operational, and compliance information in a timely manner and lastly, (5)

monitoring refers to the assessment of the quality of internal control systems.

Accountability has, since the 1990s, been a widely used term linked to many

public services, including higher education. It is seen as a major purpose of external

quality processes. Accountability is defined as the process through which institutions

and individuals are expected to demonstrate the fulfillment of their obligations,

including the proper use of public funds (Cambell and Rozsnyai, 2002). In other words,

Wojtczak (2002) defined accountability as the responsibility for the decisions and

capability to explain to others or the public all undertaken activities to carry out what

was obliged to do; to ensure reaching or making progress towards planned objectives

or targets.

Carmen, et aL, (2004) defines accountability as the obligation of power

(resources) holders to account for or take responsibility for their actions and the

resources at their disposal through the establishment of an effective and efficient

organization. In this study accountability means the acknowledgement and assumption

of responsibility for actions within the scope of a role or position, encompassing the

obligation to report, and be answerable for resulting consequences.

Statement of the Prob~em

Organizations set internal control systems to guide policies and regulations at all

different levels within the set-up. Sound Internal control is one of the principal means

by which risk is managed. Despite the internal controls in place, accountability seems to

be lacking in many public institutions especially universities, University of Burao in

particular. The operation of U0B has been characterized by inefficient and ineffective

operations, non-compliance with laws, regulations, policies and procedures, and

unreliable; incorrect and incomplete financial reporting resulting from weak internal

control systems and failing the acknowledgement of responsibility for actions within the

scope of a position.

[2]



These above, if left unattended, shall lead to negative consequences on the

operations and credibility of U0B such as the reduction of registering students, the

phase out in U0B funding from both government and community and finally the closure

of U0B. It is therefore against the above background that the study will be undertaken

to establish the relationship of internal control systems and accountability to propose

recommendations to avert the likely consequences on actions resulting from poor

accountability.

Purpose of the Study

The following were the reasons why the study was proposed: to test the

hypothesis of no significant relationship between the variables in this study and

generate new information based on the findings of this study. The study will bridge the

gaps identified from the related literature and related studies and finally, it will refine

existing information about the variables in this study also to approve or disagree the

theory. The study also establishes the cause-effect of internal control systems and

accountability in University of Burao.

Research Objectives

General objectives

The general objective was to investigate the relationship between internal control

systems and accountability in University of Burao in Somaliland.

Specific objectives

This study aimed at achieving the following objectives:

1. To determine the profile of the respondents as to:

a. Gender
b. Age
c. Educational level

d. Position in the organization

e. Number of years of experience

[3]



2. To determine the level of internal control systems in University of Burao in

Somaliland as to:

a. Control environment

b. Control risk assessment

c. Control procedures and activities

d. Control information and communication

e. Control monitoring and evaluation

3. To determine the level of accountability in University of Burao in Somaliland.

4. To determine whether there is a significant relationship between internal control

systems and accountability in University of Burao in Somaliland.

Research Questions

1. What are the demographic characteristics of the respondents as to:

a. Gender

b. Age

c. Educational level

d. Position in the organization

e. Number of years of experience

2. What is the level of internal control systems in University of Burao in Somaliland?

3. What is the level of accountability in University of Burao in Somaliland?

4. Is there a significant relationship between internal control systems and accountability

in University of Burao in Somaliland?

Nuilfl Hypothesis

The study was guided by the following hypothesis:

There is no significant relationship between internal control system and accountability in

University of Burao in Somaliland.

[41



Scope of the study

Geographical Scope
The study was conducted in University of Burao in Burao City in Somaliland.

Burao is the second largest city in Somaliland and it is three hundred kilometers to the

east of Hargeisa, the capital city of Somaliland.

Content Scope

This study intends to examine the levels of internal control systems in terms of

control environment, risk assessment, control activities, information and

communication, and monitoring and evaluation, the strengths and weaknesses of these

aspects, and cause and effect relationship between the independent variables (internal

control systems) and dependent variable (accountability).

Theoretical Scope

The Accountability Theory by Mulgan (2000) was proven in this study. This

theory involves two parts: a principal—accountee—and an agent— accountor. The

principal has the right to call upon the agent to give account of his/her actions; the

accountor has the duty to act in the accountee’s interest.

Significance of the Study

This study on the internal control systems and accountability will help decision

makers especially in Universities’ administrators and boards of trustees in understanding

the underlying internal control systems weaknesses in their institutions.

The study further help them to design, implement, and evaluate their

organizational internal control systems thereby addressing areas of weaknesses for

effective, efficient, and economic running on their institutions.

It also helps the Commission for Higher Education to come up with decisions

promoting accountability in existing and emerging universities.

The Ministry of Education will also use the findings to ensure that the higher

education institutions or universities are accountable to appropriate stakeholders such

[5]



as the government, community, professionals, employers and students and the ministry

will also use it to monitoring promoting accountability. The study will also be useful to

future researchers as references for people who will conduct further research in this

topic or related subject matter.

Operational Definition of Key Terms

For the purpose of this study, the following terms are defined as they are used in the

study:

The profile of respondents are attributes looked for in this study in terms of

gender, age, educational level, Position in the university, and number of qualified staff.

Internal control system means a set of processes, functions, activities, sub

systems, and people who are grouped together or consciously segregated to ensure the

effective achievement of objective and goals.

Control Environment: The control environment is the control consciousness of

an organization; it is the atmosphere in which people conduct their activities and carry

out their control responsibilities.

Risk Assessment~ The central theme of internal control is (1) to identify risks

to the achievement of an organization’s objectives and (2) to do what is necessary to

manage those risks.

Control Activities: Control activities are actions, supported by policies and

procedures that, when carried out properly and in a timely manner, manage or reduce

risks.

Information and Communication: Information and communication are

essential to effecting control; information about an organization’s plans, control

environment, risks, control activities, and performance must be communicated up,

down, and across an organization.

[6)



Monitoring: Monitoring is the assessment of internal control performance over

time; it is accomplished by ongoing monitoring activities and by separate evaluations of

internal control such as self-assessments, peer reviews, and internal audits.

Accountability: means as the obligation of power (resources) holders to

account for or take responsibility for their actions and the resources at their disposal

through the establishment of an effective and efficient organization.

[7]



CHAPTER TWO

REVIEW OF RELATED LITERATURE

Concepts, Opinbns, Ideas from Authors! Experts

Internali Contro~ Systems

American Institute of Accountants first defined the term internal control system

in 1949 as a process, effected by the curators/regents/directors, management and

other personnel, designed to provide reasonable assurance regarding the achievement

of objectives in the following categories: (1) Effectiveness and efficiency of operations,

(2) Reliability of financial reporting, and (3) Compliance with applicable laws and

regulations.

Various scholars have defined Internal Control System but Banerjee, (1997)

defined it as the whole system of control, financial or otherwise, established by the

management in order to carry out the business of an organization in an orderly and

efficient manner while ensuring that assets are safeguarded and reports are accurate,

complete, and reliable.

Committee of Sponsoring Organizations of the Treadway Commission (COSO),

(1992) defines Internal Control System as a process, affected by an entity’s board of

directors, management and other personnel, designed to provide reasonable assurance

regarding the achievement of objectives including (1) effectiveness and efficiency of

operations, (2) reliability of financial reporting, and (3) Compliance with applicable laws

and regulations. Internal control system is a management tool used to provide

reasonable assurance that management objectives are being achieved. It is a process

by which an organization governs its activities to effectively and efficiently accomplish

its mission.

[8)



An internal control system encompasses the policies, processes, tasks, behaviors

and other aspects of a company that, taken together: facilitate its effective and efficient

operation by enabling it to respond appropriately to significant business, operational,

financial, compliance and other risks to achieving the company’s objectives This

includes the safeguarding of assets from inappropriate use or from loss and fraud, and

ensuring that liabilities are identified and managed; help ensure the qualIty of internal

and external reporting. This requires the maintenance of proper records and processes

that generate a flow of timely, relevant and reliable information from within and outside

the organization; help ensure compliance with appilcable laws and regulations, and also

internal policies with respect to the conduct of business; (KPMG, 1999).

Control is effected by people throughout the company, including the Board of

directors, management and all other staff. People who are accountable, as individuals

or teams, for achieving objectives should also be accountable for the effectiveness of

control that supports the achievement of those objectives. It is important that criteria

are in place by which the effectiveness of the system of control can be judged. By

making individuals accountable, the likelihood that controls are operated properly is

increased; (KPMG, 1999). Internal control is defined a set of processes, functions,

activities, sub-systems, and people who are grouped together or consciously segregated

to ensure the effective achievement of objective and goals; (PriceWaterhouse, 1993).

PriceWaterhouse, (1994) also defined Internal control as any action taken by an

organization to help enhance the likelihood that the objectives of the organization will

be achieved.

Internal control consists of five interrelated components as follows:

Internall Contro~ Envfronment

The internal control environment sets the standard in an organization and

comprises more than just financial management function. Important concern addressed

by the control environment are the common ethical standards established, the

organization’s structure with clear responsibilities and authority relations, guidance and

[9]



control routines, and environment of mutual trust that support information of flow and

collaboration and the organization competence to initiate and implement required

control initiatives; (Save The Children Norway, 2003).

Robert and Gene (1997) further concur with the above position in their argument

that control environment is influenced by an organization history and culture and in

turn, influences how an organization conducts its activities. To them, the major factors

that significantly affect an organization’s control environment are its integrity and

ethical values of management and employee, competences of personnel, management

philosophy and operations style, how the organization is organized, the manner of

assigning authority and responsibility, how the organization develops and trains its

human resources, and attention and direction provided by oversight groups.

Internall Contro~ R~sk Assessment

According to Robert and Gene (1997), the identification and analysis of risk is a

continual process that is critical to the effectiveness of internal control and therefore

management must focus on risks at all levels in the organization and act to manage

them. They further argue that in identifying risks, management must consider other

factors such as past failures in meeting budget limits and organization objectives which

contribute or increase the risks to which the organization may be exposed. In terms of

business failures, Lawson (1999) states that most small firms collapse because their

owners are naïve about planning, development of strategies, and identifying and

managing risks associated with their business.

Interna~ Controll Procedures and ActüvPdes

Robert and Gene (1997) defined control activities to mean policies, procedures,

techniques, and mechanisms that ensure that management’s directives are being

carried out to meet the organization’s objectives including budget programme, and

financial objectives and to prevent and detect fraud. Control activities are the policies

and procedures that help ensure that management directives are carried out. They help

ensure that necessary actions are taken to address risks to achievement of the entity’s

[101



objectives. Control activities occur throughout the organization, at all levels and in all

functions. They include a range of activities as diverse as approvals, authorisations,

verifications, reconciliations, reviews of operating performance, security of assets and

segregation of duties.

Internal Control Information and Communication

Information is needed throughout the organization to achieve all of the

categories of objectives operations, financial reporting, and compliance. The quality of

information captured, maintained and reported by the systems, affects management’s

ability to control the organization and meet its objectives and is measured by such

factors as whether the information content is appropriate, timely, accurate, and

accessible. These quality factors are affected by internal control systems and must

inherent in the information to help ensure that informed decisions are made throughout

the organization, (Robert and Gene, 1997).

Internal Control Monitoring and Evaluation

The Comptroller (2001) states that monitoring is an organization’s own oversight

of the control systems performance and therefore monitoring should be ongoing and

part of the normal course of daily operations and activities. Internal and external audits,

as part of monitoring systems, may provide independent assessment of the quality and

effectiveness of a control system’s design and performance. All should share

responsibilities for monitoring and self-assessment, everyone should understand their

roles and responsibilities to report any breaches of control systems.

Accountability

Carmen, et aL, (2004) defines accountability as the obligation of power

(resources) holders to account for or take responsibility for their actions and the

resources at their disposal through the establishment of an effective and efficient

organization. According to Arroyo (2005), accountability exists when there is a

relationship where an individual or body, and the performance of tasks or functions by

[11]



that individual or body, are subject to another’s oversight, direction or request that they

provide information or justification for their actions. Therefore, the concept of

accountability involves two distinct stages: answerability and enforcement.

Answerability refers to the obligation of the government, its agencies and public officials

to provide information about their decisions and actions and to justify them to the

public and those institutions of accountability tasked with providing oversight.

Enforcement suggests that the public or the institution responsible for accountability

can sanction the offending party or remedy the contravening behavior. As such,

different institutions of accountability might be responsible for either or both of these

stages. Accountability is defined as demonstrating the worth and use of public

resources. Higher education in most countries has been faced with greater demands to

demonstrate its worth and to account for its use of public resources, partly as a result

of fierce competition for tightened state funds and partly as a result of other

restructuring taking place throughout the public sector, (Lewis, et aL, 2001).

Accountability is defined as the degree to which provincial governments ensure

that universities and colleges are in fact accountable to the public, and not to

corporations or individual sponsors or clients. In addition, it means that universities and

colleges, and their functions of teaching, research and community service remain in the

public domain and are not privatized. This is determined largely by the amount of public

funding dedicated to post-secondary education budgets, as compared to funding from

private donations or student fees, which download the cost of education to individuals,

(Doherty-Delorme and Shaker, 2001). Accountability systems for higher education are

the systematic collection of input, process, and outcome data, their analysis and

information dissemination, contributing to internal and external decision making by

policy makers, educational leaders, and other stakeholders in the higher education

enterprise, (David, 2005).

Accountability is central to many activities and arrangements in government and

business, including, for example, elections, work-place hierarchies, delegation of

authority, and fiduciary responsibility, (Mashaw, 2005). Grant and Keohane (2005),

[12]



their Study accountability in the interaction of nation states; they defined it as the

“right of some actors to hold other actors to a set of standards, to judge whether they

have fulfilled their responsibilities in light of these standards, and to impose sanctions if

they determine that these responsibilities have not been mete’ The SIAGA (1999)

framework of control, links the significance of Internal Control Systems to the

achievement of the organization, management and accountability objectives since

reference, is always made to the Internal Control System when management decisions

go wrong.

Theoretical Perspectives

According to Mulgan (2000) theory, Accountability involves two parts: a principal

— accountee — and an agent — accountor. The principal has the right to call upon the

agent to give account of his/her actions; the accountor has the duty to act in the

accountee’s interest, to present account of his/her execution, and to give him/her the

required information to be rewarded or sanctioned. Accountability is needed wherever

there are hierarchical relationships, or where delegation of duties or responsibilities

takes place.” The establishment of any accountability relationship hence presupposes a

delegation of tasks and duties between an accounter and accountee or the existence of

an already established hierarchical framework, which is also based on prior entrustment

of certain tasks and authorities. In accountability relationships the internal control

system can be seen as a tool available to the principal to reduce the negative effects of

information asymmetries and to reward or punish the agent’s behavior. The essence of

accountability is answerability; being accountable means having the obligation to

answer questions regarding decisions and/or actions”.

[13]



Related Studies

A study conducted in Uganda by Odong (2005), on the impact of internal control

systems on accountability in local Non-Governmental Organizations in Kampala,

indicated that the internal control adopted, and operational within NGOs studied was

weak and not sufficient to ensure accurate, complete, and dependable flow of

accounting information and protect the NGOs assets resources against waste, fraud and

cannot facilitate the evaluation of organizational performance by management.

According to Dragoljub Kavran (1986) in his study: internal controls and financial

accountability in Belgrade Local government found out that internal controls have

served as an inspiration on promoting robust financial accountability.

According United Nations Economic Commission for Africa study (1998)

conducted In Adis-Ababa, Ethiopia assessing Public Internal Control systems and

Accountability in the Context of Budget Transparency in Africa found that countries

heavily depended on extractive sectors, especially oil and gas, are lagging behind on

the implementation of sound internal controls aimed at enhancing financial

accountability.

Another study on the role of internal control systems and promotion of

accountability conducted on the projects affiliated to Christian Children’s Fund (CFF)

Inc., Ethiopia, Adis-Ababa (2000) concluded that CCF affiliated projects have the

necessary components such as: control environment, control activities and monitoring

to promote accountability, but they are not fully implemented as laid down in order to

be able to improve accountability.

[14]



Research Gap

Many researchers concentrated on accountability in manufacturing organizations,

where others concentrated on state governments, local (municipal) governments, and

Non-governmental organizations (NGO).

Failure to come across any study concentrated on internal control systems and

accountability in educational institutions, higher education in particular, was interested

in me to conduct this study. The study bridged that above-mentioned gaps identified

from the literature and related studies.

[15]



CHAPTER THREE

METHODOLOGY

Research Design

This study used the descr4’tive research design and correlation research design.

Descriptive research design describes the characteristics of an event, community or

region, providing data about the population. Correlation research design involves

collecting data in order to determine whether and to what degree a relationship exists

between two or more variables.

Research Popu~ation

Target population of this study was all the staff of University of Burao in Burao

City in Somaliland. The target population involved all 200 employees of whom 140 were

non-managerial staff, and 60 were top and middle administrators. University of Burao is

among the three largest universities in Somaliland in terms of number of students,

number of staff and assets it control.

Sample Size

The sample size of the study was 133 respondents of whom 93 were supporting

staff (non-managerial staff), and forty (40) were top and middle administrators

(managerial staff). This sample size was computed using the Sloven’s formula, which

state that for any given population the required sample size is given by;

N
n=

1+N (e)2 Where; n =the required sample size; N = the known population

size; and e= the level of significance, which is = 0.05.

[16]



n = N
1 + N (e)2

200
1+200(0.05)2

200
1+200(0.0025)

200
1+0.5

200
1.5

= 133.33

n L~3.

Given a total population of 200 respondents in University of Burao in Somaliland, the

sample was 133 respondents as illustrated Table 1.

Table 1

Respondents of the Study

Organization Target population Sample size

Burao University

Supporting Staff 140 93

Top and Middle administrators 60 40

Grand total 200 133

Source: primary data 2012

Sampllng design andsampllng Procedure

The study used two sampling techniques: stratified random sampling and simple

random sampling techniques. In stratified sampling the population is divided into sub

populations. The goal of stratified random sampling is to achieve desired representation

from various sub-groups in the population. In this study the target population is 200

hundred employees of whom 140 are non-managerial staff and 60 are managerial staff

(middle and top administrators) - these are called stratums.
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Stratified sample size is proportionate to stratum size: the sample size from each

stratum is proportionate to the size of the stratum. That is, the sampling fraction =

n/N= 133/200 = 0.665.

Therefore of the 133 employees: 140 x 0.665 = 93 non-managerial staff
60 x 0.665 = 40 managerial staff

Simple random sampling technique is then used to select independently from each

sub-population. Simple random sample is a sample obtained from the population in

such a way that samples of the same size have equal chances of being selected.

Random sampling also allows the use of inferential statistics; statistical indices

calculated on the sample can be evaluated to determine the degree to which they

accurately represent the population parameters.

This study used the lottery method whereby University of Burao employee ID

numbers were written on the tags that identified 200 employees to be sampled of

whom 140 are non-managerial and 60 are managerial staff. The tags were placed in

two containers: one container for 60 managerial tags and the other for 140 non-

managerial tags and each stirred well. Two persons were allocated to draw the tags

from the two containers at a time and the process was repeated until the required 93

non-managerial and 40 managerial employees were obtained which makes 133 desired

sample size respondents.

Research Instrument

The study used a questionnaire which had the following sub-components:

(1) face sheet to gather data on the respondents’ demographic characteristics (gender,

age, qualifications, number of years in the university, number of years of working

experience); (2) researcher devised questionnaires to determine the level of internal

control systems as components of control environment (10 items), risk assessment (7

items) and procedures and activities (8 items), friformation and communication (5

items), monitoring and evaluation (5 items), similarly non-standardized instrument will

be used to determine the level of accountability (4 items).
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Validity and Reliability of the Instruments

The researcher tested for validity of the internal control systems and

accountability questionnaires which are non-standardized, where content validity was

done by ensuring that questions or items in questionnaire conform to the study’s

conceptualization, supervisor and other senior staff in KIU who are experts in the field

of the study evaluated the relevance, wording and clarity of questions or items in the

instrument. Pre-testing for reliability was conducted by administering the questionnaire

to 3 qualified administrators in selected among the staff of the university who were not

included actual questionnaire in this study.

Validity Table using Content Validity Index (CVI)

The study used 3 judges whereby the first judge agreed that 45 items of the 55

items were valid, second judge agreed that 42 items and lastly third judge agreed that

46 items were valid. In addition to the inter-judge individual coefficient of validity, the

average results of CVI are indicated in table 2.

Table 2
Computation of Content Validity

Judges number of items Total no~ of items . Inter~judge individual
decla red valid coefficient validity

1st Judge 45 55 .82

2~’ Judge 42 55 .76
3rd Judge 46 55 .84

Total inter~judge individual coefficient of validity 2.42

Therefore, average CVI Total inter-judge individual coefficient of validity =2A~
Total number of judges 3.00

CVI = 0.81

For the instrument to be accepted as valid, the average index should be 0.7 or above.

Therefore, since CVI is 0.81 then the instrument used in this study is valid.
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Reliability is the degree to which an instrument consistently measures whatever

it is measuring. An instrument is reliable if it produces the same results whenever it is

repeatedly used to measure trait or concept from the same respondents even by other

researchers. To ensure reliability, the two instruments were pre-tested by administering

them to 10 respondents in Burao Golis University. Reliability of the data collected was

tested using the Cronbach’s coefficient alpha (a), computed using SPSS.

Table 3

Computation of Reliability

Cronbach’s alpha coefficients for Reliability of Instruments

Construct Number of Items Cronbach’s alpha

L Internal Control systems

1A. control environment 5 0.906

lB. risk assessment 4 0.928
1C. procedure and control 4 0.989

1D. communication 5 0.847

1E. evaluation 3 0.800

L Accountability 5 0.863

Results in table 3 indicate that the instrument had a high degree of reliability,

with all Cronbach’s alphas for all items greater than 0.8, which is the minimum

Cronbach’s alpha required to declare the instrument reliable.

Data Gathering Procedures

The following data collection procedures were implemented:

A. Before the administration of the questionnaires

1. The researcher requested for an introduction letter from Deputy Vice Chancellor

(DVC) College of Higher Degrees and Research (CHDR) addressed to the

authorities of the University of Burao in Somaliland where the study was

conducted, to be permitted to collect from the staff.
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2. When approved, the researcher secured a list of the qualified respondents from

the University of Burao authorities in charge and selected through simple random

sampling from this list to arrive at the minimum sample size (table 1).

3. The researcher then produced over 133 copies of the questionnaires, and

4. Sat with research assistants, discussed and briefed and oriented them in order to

be consistent in administering the questionnaires.

B. During the administration of the questionnaires

1. The respondents were requested to answer completely and not to leave any part

of the questionnaires unanswered.

2. The researcher and assistants emphasized retrieval of the questionnaires within

two weeks from the date of distribution.

3. On retrieval, all returned questionnaires were checked if all were answered.

C. After the administration of the questionnaires

On their return, the researcher edited and entered the questionnaire responses

into SPSS (Statistical Package for Social Sciences) package, for further processing

and analysis. Finally, a report was prepared and after approval from the supervisor,

the final copy was submitted to Economic and Management School for final

examination.

Data Anallys~s

To determine the demographic characteristics of the respondents, the frequency

and percentage distribution were used. The means applied for the level of internal

control systems and accountability. An item analysis based on the mean scores and

ranks reflected the strengths and weaknesses of the respondents in terms of internal

control systems and accountability.

The t-test was utilized to test the difference between means for hypothesis one

(Ho #1) at 0.05 level of significance. A multiple correlation coefficient was used to test

the hypotheses on correlation (Ho #2) at 0.05 level of significance using a t-test will be

employed. The regression analysis r2 (coefficient of determination) was computed to

determine the influence of the independent variables on the dependent variable.
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The following mean ranges were used to arrive at the mean of the individual

indicators and interpretation:

A. For the level ofInternal Control Systems

Mean Range Response Mode Interpretation

3.26-4.00 strongly agree Very good

2.51-3.25 agree good

1.76-2.50 disagree Fair

1.00-1.75 strongly disagree Poor

B. For the level ofAccountability

Mean Range Response Mode Interpretation

3.26-4.00 strongly agree Very good

2.51-3.25 agree good

1.76-2.50 disagree Fair

1.00-1.75 strongly disagree Poor

Ethical Considerations

To ensure utmost confidentiality of the information provided by the respondents and

to ascertain the practice of ethics in this study, the following activities were

implemented by the researcher:

1. The researcher avoided questions on personality identity such sexual behaviour,

cheating, bribery, corruption, etc.

2. All questionnaires were coded to provide anonymity of the respondents.

3. The respondents were requested to sign the informed consent.

4. Authors quoted in this study were recognized through citations and referencing.

5. No respondent was threatened or coerced to participate.

6. Presentation of findings was generalized.
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Limitatöons of the Study

The researcher accepted (0.05 level of significance) 5% margin of error in view of

the following anticip~ted threats to validity with relevance to this study:

1. Testing Differences in conditions and time when the data were obtained from

respondents by different persons on different days at different hours. This was

minimized by orienting and briefing the research assistants on the sampling

techniques and data gathering procedures.

2. Instrumentation: The research instruments on internal control systems and

accountability were not standardized. Therefore a validity and reliability test was

done to produce a credible measurement of the research variables.

3. Language Difflcu/ties Not only the respondents face English language barrier but

the researcher as well. Many of the respondents were not able to fully understand

the questions and as the researcher strived to translate the English-written

questions into Somali language, it became impossible because the meaning of the

questions might change. So, the researcher decided, with the help of two friends,

to sit with respondents who need to know the meanings of questions they doubt

and make them understood.

4. Extraneous Variables: These were beyond the researcher’s control such as
respondents’ honesty, personal biases and descriptive nature of the design.
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CHAPTER FOUR

PRESENTATION, INTERPRETATION AND ANALYSIS OF RESULTS

Profile of Respondents

The first research question of the study was to determine the profile of the

respondents used in this study. The purpose of this background information was to find

out the characteristics of the respondents and show the distribution of the population in

the study, the findings are presented below.

Description of Respondents Profile in U0B

The study sample involved employee’s profile in terms of gender, age, education,

number of years and position in the University of Burao (U0B) in Burao city, Somaliland.

This is summarized in table 3.
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Table 4

Profile of Respondents

Profile of the respondents Frequency Percentage

Gender

Male 88 66.2
Female 45 33.8
Total 133 L00
Age of respondents
(1) 20-39 years 118 88.7
(2) 40-59 years 10 7.5
(3) 60 and above 5 3.8
Total 133 100
Position in UOB Frequency Percentage

Supporting Staff 93 70
Top and Middle management Staff 40 30
Total 133 100

Education level of Respondents
(1)Secondary 36 27.1
(2) Diploma 37 — 27.8
(3) bachelors 33 24.8
(4) Masters 22 16.5
(5)PhD 5 3.8

Total 133 100

Number of Years working in UOB:
1) Less than/below one year 17 12.8
2) 1-2 years 38 28.6
3) 3- 4 years 34 25.6
4) 5 -6 years 26 19.5
5) 7 and above years 18 13.5
Total 133 100

Source: Primary Data 2012
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Results in table 3 indicate that 66.2% of employees were male while 33.8% were

female. In the meantime, these findings of the study revealed that 88.7% which is the

very majority of the employees in the sample were aged below 40 years; 7.5% were

40-59 years old; 3.8% were 60 and above years old. The results also showed that

27.8% of the employees held diploma; 27.1% are secondary level whereas 24.8% are

bachelors degree, minority represented by 3.8% were PhD holders whereas 16.5% held

masters. The study shows that U0B, which was established only in 2005, employed a

great number of academicians (45.l%). This is an indication of that U0B attracted and

retained highly educated employees who are likely to perform their duties well.

The findings of the study indicated that majority employees represented by

28.6% have been working for UoB for 1-2 years whereas 25.6% have been working for

the institution for 3-4 years. 19.5% of the employees have been working for U0B for 5-

6 years whereas 13.5% were doing their job for UoB for 7 and above years and 12.8%

were in the organization just less than a year. Since 33% of the university employees

were working for it more than 5 years, the study indicates that there is high employee

retention in University of Burao (U0B) in Burao.

Levell of Internall Controll systems

The independent variable in this study was internal control system broken down

into five aspects that is, control environment, risk assessment, procedure and activities,

information and communication, and monitoring and evaluation. All the five aspects of

the internal control system are measured qualitatively using items or questions in the

questionnaire, with each Likert scaled between one to four; where 1 = strongly agree;

2 = agree; 3 = disagree; 4 = strongly disagree. Employees were required to rate each

of the items of the internal control system by writing the space before each. Their

responses were analyzed using SPSS’s (Statistical package for Social Science) summary

statistics showing the means and standard deviations of internal control components, as

indicated in tables 4s.
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Table 5A
The extent of internal control systems in terms of control environment

(n=133~ _____ ________

Indicator of the internal control system mean Interpret Rank
ation

Control environment
Management demonstrates established formal policies and ethical Good 1

issues, which are regularly reviewed and updated in your 2.95

institution.

The Organization structures promote clear line of responsibility and

accountability conductive to effective management and control of 2.73 Good 2

the organization.

Delegation assigning authority and responsibility are appropriate

and provide for a balance between the need for having the job 2.63 Good 3

done and the involvement of senior management approval.

Management and staff adopted an attitude of control Good 4

consciousness, which ensures that a positive control environment 2.59

is maintained.

These policies and procedures are mirrored in an organization

strategic plan, mission statement, operational plan, and operating 2.54 Good 5

instructions.

Human resource policies and procedures relating to recruitment,
training, promotion and remuneration is aimed at creating a 2.51 Good 6
motivated, informed and dedicated workforce
Employee’s job description and duty statement are used as the 2 47 Fair 7

basis for interviewing and placing staff in particular jobs.

Policies and procedures are established to ensure that legal
2.39 Fair 8

requirements are monitored and built into control activities.

Knowledge and skills needed to perform particular jobs are

critically analyzed and documented in the employee job description 2.38 Fair 9

and duty statements

The governing board periodically reviews policies and procedures
to ensure that proper risks assessment and control processes have 2.24 Fair 10
been instituted
Mean Index 2~54 Good

Source: Primary Data 2012 [27]



Results in table 5A show that item analysis means indicate that the level of

control environment is good in terms of I) management demonstrates established

formal policies and ethical issues, which are regularly reviewed and updated in your

institution (average mean =2.95); ii) the Organization structures promote clear line of

responsibility and accountability conductive to effective management and control of the

organization (average mean =2.73); iii) delegation assigning authority and

responsibility are appropriate and provide for a balance between the need for having

the job done and the involvement of senior management approval (average mean

=2.63); iv) management and staff adopted an attitude of control consciousness, which

ensures that a positive control environment is maintained (average mean =2.59); v)

these policies and procedures are mirrored in an organization strategic plan, mission

statement, operational plan, and operating instructions (average mean =2.54); whereas

the level of control environment is fair in terms of vi) human resource policies and

procedures relating to recruitment, training, promotion and remuneration is aimed at

creating a motivated, informed and dedicated workforce (average mean =2.51); vii)

employee’s job description and duty statement are used as the basis for interviewing

and placing staff in particular jobs (average mean =2.47); viii) policies and procedures

are established to ensure that legal requirements are monitored and built into control

activities (average mean =2.39); ix) knowledge and skills needed to perform particular

jobs are critically analyzed and documented in the employee job description and duty

statements (average mean =2.38); x) the governing board periodically reviews policies

and procedures to ensure that proper risks assessment and control processes have

been instituted (average mean =2.24).

Strengths

The study shows that University of Burao is strong in establishing formal policies

and ethical issues, promoting clear line of responsibility and accountability, mirroring

policies and procedures, delegation of authorities and responsibilities and control

conscientious adoption, aiming at human resource policies and procedures relating to

recruitment, training, promotion and remuneration to create a motivated, informed and
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dedicated workforce. University of Burao management has achieved these strong

control environment points by setting the tone of this institution, influencing the control

consciousness of its employees.

Weaknesses

The study also shows that this institution University of Burao is weak in

reviewing policies and procedures as intended by the governing board, designing job

descriptions to produce knowledgeable and skilled staff, establishing policies and

procedures in a way they can easily be monitored, critically analyzing and documenting

knowledge and skills needed to perform particular jobs in the employee job description

and policy manuals. University of Burao management partly failed to apply

organization’s philosophy and operating style, the attention and direction provided by

the Board of directors, this the reason the institution has weak areas in control

environment.
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Table 5B

The extent of internal control systems in terms of Control Risk assessment in
University of Burao

(n=133) ________

Control Risk assessment Mean Interpret Rank
ation

The Organization’s vision, mission and objectives, are participatory 2.67 Good

developed and communicated to all staff and stakeholders

Internal and external risks to the achievement of the Organization
2.66 2

goals and objectives have been identified. Good

Meeting the Organization’s objectives is the basis of the corporate
plans, budget allocation and adequately communicated to all 2.58 Good 3
employees.
Employees are generally encouraged to do the right thing when

faced with pressures to cut corners with regard to policies and 2.56
Good 4

procedures.

Identified risks are analyzed through formal processes to

determine the relevance, significance, and likelihood of the risks 2.55

occurring and the control activities needed to achieve them Good 5

The Organization risks assessment system allows the governing

board and management to plan for and respond to existing and 2.45 Fair 6

emerging risks in the organization activities.

Risks relevant to the organization financial and operational

performance have been accepted because of its cost and other 2.38 Fair 7

considerations.

The process used to analyze risks in the organization is clearly

understood and includes estimating the significance of risks,
2.35

assessing the likelihood of their occurring and determining steps to

mitigate them. Fair 8

The Organization risk management policies have been developed

in conjunction with the organization implementation plan. 2.31 Fair

Mean Index 2.50 Fair

Source: Primary Data 2012
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Results in table SB show that item analysis means indicate that the level of

control risk assessment is good in terms of I) the organization’s vision, mission and

objectives, are participatory developed and communicated to all staff and stakeholders

(average mean =2.67); ii) internal and external risks to the achievement of the

Organization goals and objectives have been identified (average mean =2.66); iii)

meeting the organization’s objectives is the basis of the corporate plans, budget

allocation and adequately communicated to all employees (average mean =2.58); iv)

employees are generally encouraged to do the right thing when faced with pressures to

cut corners with regard to policies and procedures (average mean =2.56); v) identified

risks are analyzed through formal processes to determine the relevance, significance,

and likelihood of the risks occurring and the control activities needed to achieve them

(average mean =2.55); whereas the level of control risk assessment is fair in terms of

vi) the organization risks assessment system allows the governing board and

management to plan for and respond to existing and emerging risks in the organization

activities (average mean =2.45); vii) risks relevant to the organization financial and

operational performance have been accepted because of its cost and other

considerations (average mean =2.38); viii) the process used to analyze risks in the

organization is clearly understood and includes estimating the significance of risks,

assessing the likelihood of their occurring and determining steps to mitigate them

(average mean =2.35); and ix) the Organization risk management policies have been

developed in conjunction with the organization implementation plan (average mean

=2.31). On the overall, the findings in table 5B show that identification and analysis of

relevant risks to achievement of objectives, forming a basis for determining how the

risks should be managed is not assessed as intended (average mean =2.50).

Strengths

The study shows that University of Burao is strong in developing ad communicating the

organization’s vision; mission and objectives, identifying internal and external risks to

achieve the organization goals and objectives, encouraging employees to do the right

things when in pressure, identifying risks and analyzing them through formal processes
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to determine the relevance, significance, and the likelihood of the risks and meeting the

organization’s objectives as the basis of the corporate plans, budget allocation and

adequately communicating to all employees. University of Burao management formed a

basis for determining how the risks should be managed.

Weaknesses

University of Burao is weak in allowing the board of trustees and management to

plan for and respond to existing and emerging risks in the organization, accepting risks

relevant to the organization financial and operational perlormance, clearly

understanding the process used to analyze risks in the organization such as estimating

the significance of risks, assessing the likelihood of their occurring and determining

steps to mitigate them and developing risk management policies in conjunction with the

organization implementation plan.
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Table 5C
The extent of internal control systems in terms of Control Procedure and

Acivities in University of Burao
(n=133~

Control Procedure and Activities mea interpre Rank
n tation

The organization control activities ensure adequate segregation of 2 68 Good 1

duties, safeguarding of assets.

Organization policies and control objectives have been designed and 2 64 Good 2

control activities established for each identified risks

There are appropriate control activities in place to ensure that public

funds are safeguarded, ethically used, efficiently and effectively and 2.61 Good 3

which monitor performance and address any weaknesses.

Organization control activities have been appropriately documented 2 58 Good 4

in policy manuals, organization chart, and operating instructions

The organization management and staff are informed and aware of Good 5
2.56

the importance of complying with control activities

The organization has effective control activities, which has been Fair 6

established to ensure compliance with all applicable laws and 2.50

regulations

The organization has an active and professional internal audit Fair 7
2.44

function, which is fully supported by management

Management meets regularly to evaluate and discuss internal control Fair 8

audit report on systems and operational performance as well as 2.41

external audit report on financial statement and operations

There is adequate monitoring of organization activities to ensure Fair
that control activities are being applied, appropriate action taken on 2 35
reported exceptions, there is adequate supervision to monitor
control activities are functioning.
Management and staff have been provided with copies of, or having 2 33 Fair 10
access to relevant policy statements and procedure manuals
Mean Index 2~51 Good

Source: Primary Data 2012
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Results in table SC show that item analysis means indicate that the level of

control procedure and activities is good in terms of I) the organization control activities

ensures adequate segregation of duties, safeguarding of assets (average mean =2.68);

ii) organization policies and control objectives have been designed and control activities

established for each identified risks (average mean =2.64); iii) there are appropriate

control activities in place to ensure that public funds are safeguarded, ethically used,

efficiently and effectively and which monitor performance and address any weaknesses

(average mean =2.2.61); iv) organization control activities have been appropriately

documented in policy manuals, organization chart, and operating instructions (average

mean =2.58); v) the organization management and staff are informed and aware of the

importance of complying with control activities (average mean =2.56); whereas the

level of control procedure and activities is fair in terms of vi) the organization has

effective control activities, which has been established to ensure compliance with all

applicable laws and regulations (average mean =2.50); vii) the organization has an

active and professional internal audit function, which is fully supported by management

(average mean =2.44); viii) management meets regularly to evaluate and discuss

internal control audit report on systems and operational performance as well as external

audit report on financial statement and operations (average mean =2.41); ix) there is

adequate monitoring of organization activities to ensure that control activities are being

applied, appropriate action taken on reported exceptions, there is adequate supervision

to monitor control activities are functioning (average mean =2.35); and x)

management and staff have been provided with copies of, or having access to relevant

policy statements and procedure manuals (average mean =2.31). On the overall, the

findings in table SC show that policies and procedures that help ensure that

management directives are carried out are not implemented as intended throughout the

institution, at all levels and in all functions (average mean =2.50).
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Strengths

The study shows that University of Burao is strong in ensuring adequate segregation of

duties, safeguarding of assets in the organization control activities, designing

organization policies and control objectives, putting in place appropriate control

activities to ensure that public funds are safeguarded, ethically used, efficiently and

effectively addressing any weaknesses and informing and making aware the

organization management and staff of the importance of complying with control

activities. The management ensured that necessary actions were to be taken to address

risks to the achievement of the institution’s objectives.

Weaknesses

The weaknesses lay having an active and professional internal audit function which is

fully supported by management, meeting, evaluating and discussing regularly internal

control audit report as well as external audit report on financial statement and

operations, providing copies of policy statements and procedure manuals to the staff

and setting adequate monitoring and supervision activities to ensure that control

activities are being applied. Control activities occur throughout the organization at all

levels and in all functions whereby management have not performed well in all those

areas and that is why this institution has weak areas in control procedure and activities.
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Table 5D

The extent of internal control systems in terms of Information and
communication in University of Burao

(n=133) _______

Information and communication mean interpre rank
tation

The key employees understand the duties and control

responsibilities applicable to their jobs and how those
2.74 Good 1

responsibilities contribute to the organization overall

objectives.

The organization has an effective information system in place
274 Good 2

to capture and process data in meaningful ways

Performance data including financial performance are always Good 3
2.69

in compliance with legislations, policies, and directives

The annual reports include statements explaining the Good 4

organization’s financial condition and compliance with relevant 2.61

standards and accounting procedures

Organization’s employees are encouraged to report suspected 2 Good 5

improprieties to management.

Management is receptive to comments by internal and external Fair 6
auditors and other review agencies regarding control 2 48
deficiencies or suggestions for improvement. Appropriate
actions are taken and documented.
The information system report performance against agreed Fair 7
budgets, desired outcome, prior performance and legislative 2.43
requirements.

Employees are generally encouraged to do the right thing Fair 8
when faced with pressures to cut corners with regard to 2.33
policies and procedures.
Mean Index 2.57 Good

Source: Primary Data 2012
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Results in table SD show that item analysis means indicate that the level of

information and communication is good in terms of i) the key employees understand

the duties and control responsibilities applicable to their jobs and how those

responsibilities contribute to the organization overall objectives (average mean =2.74);

ii) the organization has an effective information system in place to capture and process

data in meaningful ways (average mean =2.74); iii) performance data including

financial performance are always in compliance with legislations, policies, and directives

(average mean =2.69); iv) the annual reports include statements explaining the

organization’s financial condition and compliance with relevant standards and

accounting procedures (average mean =2.61); v) organization’s employees are

encouraged to report suspected improprieties to management (average mean =2.54);

whereas the level of information and communication is fair in terms of vi) management

is receptive to comments by internal and external auditors and other review agencies

regarding control deficiencies or suggestions for improvement. Appropriate actions are

taken and documented (average mean =2.48); vii) the information system report

performance against agreed budgets, desired outcome, prior performance and

legislative requirements (average mean =2.43); viii) employees are generally

encouraged to do the right thing when faced with pressures to cut corners with regard

to policies and procedures (average mean =2.33). On the overall, the findings in table

SD that pertinent information is identified, captured and communicated in a form and

timeframe that enables employees to carry out their responsibilities (average mean

=2.57).

Strengths

the study shows that this institution is strong in making key employees understand the

duties and control responsibilities applicable to their jobs and how those responsibilities

contribute to the organization overall objectives, putting in place an effective

information system that captures and processes data in meaningful ways, preparing

annual reports that explains the organization’s financial condition and complying with

relevant standards and accounting procedures and encouraging organization’s
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employees to report suspected improprieties to management. Management identified

pertinent information, captured and communicated in a form and timeframe that

enables people to carry out their responsibilities.

Weaknesses

The study shows weakness in encouraging employees generally to do the right thing

when faced with pressures to cut corners with regard to policies and procedures,

installing information system that report performance against agreed budgets, desired

outcome, prior performance and legislative requirements and being receptive to

comments made by internal and external auditors in order appropriate actions to be

taken and documented. Effective communication did not occur in a broader sense,

flowing down, across and up the organization and that is the reason there are weak

areas in University of Burao control information and communication.

Table 5E
The extent of internal control systems in terms of Monitoring and Evaluation in

University of Burao
(n=133)

~nitoring and Evaluation mean Interpre rank
tation

the event of known control breakdowns or deficiencies, controls that should Good 1
ie prevented or detected problems are reassessed and modified as 2.96
ropriate

nagement has established performance measures for processes in the 2 73 2
lanization and receives periodic reports against those measures Good
~ organizations’ corporate, operations and fraud control plans and risk Good 3
;essments are reviewed regularly in response to any major changes affecting 2.70
~ organization
~gets prepared and communicated in sufficient details to provide meaningful 2 65 Good 4
~l with which to monitor performance
nagement regularly reviews financial and operational performance with the 2 47 Fair 5
ult discussed with responsible staff.
~ organization reviews the qualifications and independence of personnel 2 40 Fair 6
3luating the control systems
nagement responses to audit and control review findings fully documented 2 39 Fair 7
1 tracked for adequate follow up.
ernal audit and other control review functions are adequate and independent. 2.32 Fair 8
~an Index 2~58 Good
‘erall Mean Index j 2~54 Good

Source: Pr/mary Data 2012 [38]



Results in table 5E show that item analysis means indicate that the level of

monitoring and evaluation is good in terms of i) preventing and reassessing breakdowns

and control problems; ii) establishment of performance measures for processes in

organization; iii) reviewing and reassessing organizations’ corporate, operations and

fraud control plans; iv) Budgets are prepared and communicated in sufficient details; v)

Management regularly reviews financial and operational performance with the result

discussed with responsible staff, whereas the level of monitoring and evaluation is f air

in terms of; vi) The organization reviews the qualifications and independence of

personnel evaluating the control systems; vii) Management responses to audit and

control review findings fully documented and tracked for adequate follow up; viii)

Internal audit and other control review functions are adequate and independent. On the

overall, the level of accountability was found to be fair (average mean= 2.58). On the

overall, the findings in table 5E that management regularly assesses the quality of the

system’s performance over time through ongoing monitoring activities, separate

evaluations or a combination of the two (average mean=2.54).

Strengths

In this study, University of Burao has strengths in establishing performance measures

for processes in the organization and receiving periodic reports against those measures,

reviewing regularly the organizations’ corporate, operations and fraud control plans in

response to any major changes affecting the organization and preparing budgets and

communicating it in sufficient details to provide meaningful tool with which to monitor

performance. U0B Management accomplished a process that assesses the quality of the

system’s performance over time through ongoing monitoring activities, separate

evaluations or a combination of the two.

[39]



Weaknesses

Results in the study show that U0B has weaknesses in reviewing regularly

financial and operational performance with the result of discussing with responsible

employees, reviewing the qualifications and independence of personnel evaluating the

control systems, reviewing adequate and independent internal audit and other control

functions, responding to audit and fully documenting and tracking control findings for

adequate follow up. Management did not fully monitor the scope and frequency of

separate evaluations that depend primarily on an assessment of risks and the

effectiveness of ongoing monitoring procedures and internal control deficiencies should

be reported upstream, with serious matters reported to top management and the

Board.

Lev& of Accountabihty

The dependent variable in this study was one category namely accountability. It

was measured using qualitative questions in the questionnaire and each of the

questionnaire item was Likert scaled using four points 1=strongly agree; 2=agree;

3=disagree; 4=strongly disagree. Their responses were analyzed using SPSS’s summary

statistics showing the means and standard deviations as indicated in table 5 shows data

on each.
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Table 6
The level of Accountability in University of Burao

(n=133~
Accountability Mean Interpr Ran

etation k
Institution operations have been designed to prevent waste of 2.80 Good 1

resources utilization, producing output at least costs maintaining

acceptable standard.

Institution operation and activities are in compliance with laws, 2.75 Good 2

regulations, policies and procedures.

There are measures that have been taken to protect assets of the 2.59 Good 3

organization and strengthen accountability of office holders and

supporting staff as well.

Accounting and auditing standards and practice are in line with 2.56 Good 4

international standards.

Financial and narrative reports produced by the institution are 2.51 Good 5

accurate, reliable and complete.

Stakeholders participate in any form in planning, budgeting, 2.49 Fair 6

implementation, monitoring and other fora (forum) for decision

making.

There are criteria used in the appointment of the members of the 2.44 Fair 7

board of directors of the organization.

Levels of improvement in decision making, resource allocation and 2.35 Fair 8

institution capacity are regularly reviewed by the board of

trustees.

Institution implements practically anti-fraud and financial 2.30 Fair 9

misconduct policies within the framework of their delegation of

authority.

Transparency in recruitment, training, promotion, management 2.26 Fair 10
and evaluation of organization performance are followed up by all
stakeholders.
Mean Index 2.51 Good

Source: Primary Data 2012 [41]



Results in table 6 of item analysis showing means indicated that the level of

accountability is good in terms of i) operation design (average mean = 2.80), ii)

complying rules and regulations (average mean = 2.75); iii) protecting assets (average

mean = 2.59); iv) accounting and auditing procedures (average mean = 2.56);

whereby the following means indicate fair v) accuracy of financial reports (average

mean = 2.51) while vi) stakeholders participation in planning (average mean = 2.49);

vii) criteria of selecting governing board members (average mean = 2.44); viii) level of

improvement in decision making (average mean = 2.35); xi) implementing anti-fraud

and financial misconduct policies (average mean = 2.30); x) transparency in

recruitment and performance management (average mean = 2.26). On the overall, the

level of accountability was found to be fair (average mean = 2.51).

Strengths

Results in table 6 of item analysis indicate that UoB is strong in designing

university operations to prevent waste of resources utilization, taking measures to

protect assets of the organization and strengthening accountability of office holders and

supporting staff as well, applying accounting and auditing standards and practice that

are in line with international standards and producing accurate, reliable and complete

financial report.

Weaknesses

Results in table 6 show that UoB is weak in allowing stakeholders to participate

in planning, budgeting, implementation, monitoring and other decision making

meetings, setting and using criteria in the appointment of the members of the board of

trustees of the organization, practically implementing anti-fraud and financial

misconduct policies within the framework of their delegation of authority and following

up transparency in recruitment, training, promotion, management and evaluation of

organization performance by all stakeholders.
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Relationship between the level of internal control systems and the Level of

accountability of University of Burao employees

The PLCC was used to test a null hypothesis that the level of internal control

systems and accountability in University of Burao are not significantly correlated, results

of which are indicated in table 6.

Table 7
Correlation for Scores in Internal control system and Accountability in

University of Burao
(Level of significance 0.05)

r-value Sig.Value Interpret Decision Ho I~ Variables Correlated I

~ Internal control systems ~435** .000 Positive and significant Rejected
~ vs Accountability I I I

**~ Correlation is significant at the 0.05 level (2-tailed).

Results in table 7 suggest that the level of internal control systems altogether is

significantly correlated with level of accountability in general (r = 0.435, Sig. 0.000).

This leads to a conclusion that internal control systems are important for accountability

and these results are significant at 0.05 level of significance. Basing on these results,

the stated research hypothesis is rejected, the alternative is accepted leading to a

conclusion that internal control system and accountability (sig. = 0.000) are significantly

correlated at 0.05 level of significance.

Regression Analysis for level of Internal Control system and level of

Accountability

Regression analysis helped rank the effect of the five internal control systems on

accountability in University of Burao in Burao City, with the view of identifying the most

important control components. Table 7 shows results of this test.
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TaNe 8
Regression Anallys~s for ~eveO of Internall Contro~ system and lleve~ of

AccountabNity
(Level of significance 0.05)

Variables Adjusted Beta F-value Sig. Interpret. Decision
regressed r2 on Ho

Internal control systems 0.95 - 511.373 0.000 Significant Rejected
vs accountability effect

Information and Significant Rejected
communication vs 0.38 .487 22.377 0.000 effect
Accountability
evaluation vs Significant Rejected
Accountability 0.35 .468 20.561 0.000 effect
Procedure and activities Significant Rejected
vs Accountability 0.31 .380 15.693 0.000 effect

Source: Primary Data 2012

The results in table 8 suggest that internal control systems positively and

significantly affect accountability in University of Burao (F=511.373, sig. = 0.000). The

results indicate all the five internal control components together contribute over 95°h

towards variations in accountability in University of Burao (adjusted r2 = 0.95). Results

also indicate that procedure and activities component contributes 3l% towards

variations in accountability, monitoring and evaluation contributes 35% and information

and communication contributes over 38%.

Considering coefficient section of table 8, results indicate that while all the five

components of internal control systems when taken together significantly affect

accountability of University of Burao, not all the five components are individually

significant and not all of them contribute the same way. Results indicate that of the five

control components only three significantly affect accountability, from there;

information and communication most significantly affects accountability (Beta = 0.487);

the second most significantly component that affects accountability is evaluation

component (Beta = 0.468); and the least component that affects accountability is

procedure and activities component (Beta = 0.380).
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CHAPTER FIVE

FINDINGS, CONLUSIONS AND RECOMMENDATIONS

Summary of Fünd~ngs

This study was guided by four objectives: (I) To determine the profile of the

respondents as to: gender; age; educational level; position in the organization;

number of years of experience (ii) To determine the level of internal control

systems in University of Burao as to: control risk assessment; control procedures

and activities; control information and communication; control monitoring and

evaluation. (iii) To determine the level of accountability in University of Burao (iv)

to determine whether there is a significant relationship between internal control

systems and accountability in university of Burao.

Profile of Respondents

The findings revealed that; i) men (66.2%) dominate women (33.8) in U0B

employees; ii) majority (55%) of employees in U0B have either a certificate or

diploma and over 45% are graduates; iii) majority (33%) of employees in UoB

have been working for U0B more than 5 years, 28.6% for 1 — 2 years whereas

25.6% worked for U0B for 3-4 years and 12.80% worked for less than a year; iv)

majority (88.7%) of the employees in U0B are below 40 years, 7.5% are aged

from 41 to 59 years and only 3.8% are above 60 years old; v) majority (70%) of

employees in UoB did not have any management position.

Levell of Internall Contro~ Systems

Results from item analysis show that the level of internal control systems is good

in terms of four components among five internal control components. (i) in control

environment, the study shows that University of Burao (U0B) administrators

established formal policies and ethical issues, policies and procedures are mirrored,

authorities and responsibilities are delegated and control conscientious are adopted. On
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the other side of the fence, policies and procedures are not reviewed as intended by the

governing board, job descriptions are not designed to produce knowledgeable and

skilled staff and Policies and procedures are not established in a way they can easily be

monitored.

(ii) in risk assessment U0B administrators develops ad communicates the organization’s

vision, mission and objectives, employees are encouraged to do the right things when

in pressure, identified risks are analyzed through formal processes to determine the

relevance, significance, and the likelihood of the risks. In weak areas of risk assessment

component, risk management policies have not been developed in conjunction with the

implementation plan, the risks analysis process is clearly understood and risk relevant

to the financial and operational performance have not been accepted.

(iii) In procedure and activities, control activities ensure adequate segregation of duties

and safeguarding of assets, policies and control activities have been designed and

established for each identified risk and U0B administrators put in place appropriate

control activities to ensure public funds are safeguarded. In weakness areas, the copies

of policy statements and procedure activities have not been provided with staff, the

institution doesn’t have active professional audit function.

iv) in communication component, the key employees understand the duties and control

responsibilities applicable to their jobs, The U0B has an effective information system in

place to capture and process data in meaningful ways, performance data including

financial performance are in compliance policies, and directives, The annual reports

include statements explaining the organization’s financial condition and compliance with

relevant standards and accounting procedures. In weakness areas, employees are

generally encouraged to do the right thing when faced with pressures to cut corners

with regard to policies and procedures, the information system do not report

performance against agreed budgets, desired outcome and management is receptive to

comments by internal and external auditors.
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v) In evaluation, management established performance measures for processes and

receives reports against those measures, UoB administrators have taken measures to

protect assets and strengthen accountability of office holders and supporting staff as

well and budgets prepared and communicated to provide meaningful tool with which to

monitor performance whereas internal audit and other control review functions are not

adequate and qualifications and independence of personnel evaluating the control

systems are not reviewed and management responses to audit and control review

findings are not fully documented and not tracked for adequate follow up.

Levell of AccountabHfty

Results in table 6 of item analysis indicate that U0B operations have been

designed to prevent waste of resources utilization, operation and activities are in

compliance with laws; regulations; policies and procedures, measures have been taken

to protect assets of the organization and strengthen accountability of office holders and

supporting staff, accounting and auditing standards and practice are in line with

international standards and stakeholders participate in planning, budgeting,

implementation, monitoring and other decision making processes.

Results in table 6 also show that U0B transparency in recruitment, training,

promotion, management and evaluation of organization performance are not followed

up by all stakeholders, anti-fraud and financial misconduct policies within the framework

of their delegation of authority are not practically implemented and there are no

appropriate criteria used in the appointment of the members of the board of directors

of the organization and Levels of improvement in decision making, resource allocation

and institution capacity are not regularly reviewed by the board of trustee.
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Rdationsh~p between Internall Control Systems and Accountability

Results from using Pearson’s Linear Correlation Coefficient shows that internal

control system is significantly correlated to the level of accountability of University of

Burao employees (r=415, sig or p=0.000). Basing on these results, the stated research

hypothesis is rejected, the alternative is accepted leading to a conclusion that internal

control system and accountability where sig. = 0.000; are significantly correlated at

0.05 level of significance.

Regression analysis results showed that internal control systems were collectively

significant in explaining variations in accountability of University of Burao employees

(F=511.373, sig. = 0.000) and that internal control systems account for over 95%

variations in accountability of University of Burao employees (r2 = 0.95). Results

further revealed that all internal control components together significantly affect

accountability, the most significant internal control components were monitoring and

evaluation (Beta=0.468, sig. = 0.000); information and communication (Beta=0.487,

sig. = 0.000) and control procedure and activities (Beta = 0.380, sig. = 0.000).
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CONCLUSIONS

In this section, the researcher gives conclusion to the study findings in relation to

the study purpose. The study tested the hypothesis and reached that internal control

systems have positive and significant relationship with accountability leading to the

rejection of null hypothesis and accepting alternative hypothesis. The level of internal

control components are positively and significantly correlated with the level of

accountability in University of Burao (U0B).

The study validated that accountability involves two parts: a principal

(accountee) and agent (accounter). The principal has the right to call upon the agent to

give account of his/her actions and the accounter has the duty to act in the accountee’s

interest and that internal control system is a tool to the principal to reduce the negative

effects of information asymmetries and to reward or punish the agent’s behavior,

(Mulgan, 2000). The management (agent) through their supporting staff in University of

Burao is required to report to Board of Trustees (principal) in timely manner.

Many researchers concentrated on internal control system and accountability in

manufacturing organizations, state governments, local (municipal) governments, and

Non-governmental organizations (NGO). Therefore, this study contributed to fill that

gap and concentrated on internal control systems and accountability in higher education

filed, University of Burao, in particular.

The researcher found out that without effective internal control systems,

management of University of Burao aren’t be able to prepare correct and reliable

information (e.g. financial or operation reports) and cannot be accountable to the

stakeholders such as the Board of Trustees and the government as well.

[491



RECOMMENDATIONS

From the findings reached in this study, the researcher derives the following

recommendations. Recommendations are made from the weak points in the findings.

Employee’s job description and qualifications should be used as the basis for

interviewing and placing staff in particular jobs and at the same time, policies and

procedures should be established to ensure that legal requirements are monitored and

built into control activities.

The organization risk management policies should be developed in conjunction

with the organization implementation plan, the process used to analyze risks in the

institution should be clearly understood and included estimating the significance of

risks, assessing the likelihood of their occurring and determining steps to mitigate them

and risks relevant to the organization financial and operational performance should be

accepted because of its cost and other considerations.

Staff should be provided with copies of, or having access to relevant policy

statements and procedure manuals, there should be adequate monitoring of

organization activities to ensure that control activities are being applied, appropriate

action taken on reported exceptions and there should be adequate supervision to

monitor control activities are functioning and employees should be given training in

maintaining effective internal control systems to carry out their daily work and improve

and promote accountability.

Transparency in recruitment, training, promotion, management and

evaluation of organization performance should be followed up by stakeholders, anti

fraud and financial misconduct policies within the framework of their delegation of

authority should be practically implemented and appropriate criteria should be used in

the appointment of the members of the board of directors of the U0B and stakeholders

should participate in planning, budgeting, implementation, monitoring and other

decision making processes and activities.
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Suggested Areas for the Further Research

The field of accountability research in Somaliland is still young and continues to

grow. Therefore, more studies are still needed relating to accountability with effective

application of internal control systems in higher education institutions, public

universities in particular.

Studies relating financial management and good governance would also help in

the struggle to explain factors affecting improving and promoting accountability in

public universities in Somaliland. Other studies are needed to carry out on the roles of

human resource policies and procedures in the promotion of accountability. Studies

similar to this one need to be conducted in other emerging and increasing private

universities in big cities in Somaliland.
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APPENDIX lB

TRANSMITfAL LE11tR FOR THE RESPONDENTS

Dear Sir/ Madam,

Greetings!

I am a MBA in Finance and Accounting candidate of Kampala International University.
Part of the requirements for the award is a thesis. My study is entitled, The InternM
Contro~ Systems and Accountab~ty ~n UnNersfty of Burao (U0B) ~n Burao
dty, Somah~and~ Within this context, may I request you to participate in this study by
answering the questionnaires. Kindly do not leave any option unanswered. Any data
you will provide shall be for academic purposes only and no information of such kind
shall be disclosed to others.

May I retrieve the questionnaire within two weeks (2)?

Thank you very much in advance.

Yours faithfully,

Mr. Sahal Salah Abdulrahman
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APPENDIX II

CLEARANCE FROM ETHICS COMMITTEE

Date_______________

Candidate’s Data

Name

Reg. #

Course

Title of Study

Ethical Review Checklist

The study reviewed considered the following:

Physical Safety of Human Subjects

Psychological Safety

Emotional Security

— Privacy

Written Request for Author of Standardized Instrument

Coding of Questionnaires/Anonymity/Confidentiality

Permission to Conduct the Study

Informed Consent

Citations/Authors Recognized
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Results of Ethical Review

Approved

Conditional (to provide the Ethics Committee with corrections)

Disapproved! Resubmit Proposal

Ethics Committee (Name and Signature)

Chairperson

Members ______________________________
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APPENDIX III

INFORMED CONSENT

I am giving my consent to be part of the research study of Mr. Sahal Salah

Abdulrahm and that will focus on internal control systems and accountability.

I shall be assured of privacy, anonymity and confidentiality and that I will be

given the option to refuse participation and right to withdraw my participation anytime.

I have been informed that the research is voluntary and that the results will be

given to me if I ask for it.

Initials:_________________________________

Date________________________________
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APPENDIX IVA

FACE SHEET: PROFILE OF THE RESPONDENTS

Gender (Please Tick): (1) Male (2) Female

Age (Please Specify):

(1) 20-39 years

(2) 40-59 years

(3)60 and above years

Qualifications Under Education Discipline (Please Specify):

(1) Secondary

(2) Diploma

(3) Bachelors __________________________

(4) Masters __________________________

(5) Ph.D. ________________________

Position in the Organization (Please Specify):

Top and Middle management

Supporting Staff ____________________________

Number of Years Working Experience (Please Tick):

(1) Less than/Below one year

_____ (2) 1- 2 yrs

_____ (3) 3 - 4yrs

_____ (4) 5 — 6 yrs

____ (5) 7 years and above
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APPENDIX IVB

QUESTIONNAIRE TO DETERMINE THE EXTENT OF INTERNAL CONTROL

SYSTEMS

(For Both Administrators and Staff)

Direction: Please respond to each item by using the scoring guide below. Kindly write

your best choice in the space before each item. Be honest about your options as there

is no right or wrong answers.

Score Response Mode Description

4 strongly agree you agree with no doubt at all

3 Agree you agree with some doubt

2 disagree you disagree with some doubt

1 strongly disagree you disagree with no doubt at all

Control Environment

1. Management demonstrates established formal policies and ethical issues,

which are regularly reviewed and updated in your institution.

2. These policies and procedures are mirrored in an organization strategic

plan, mission statement, operational plan, and operating instructions.

3. Management and staff adopted an attitude of control consciousness,

which ensures that a positive control environment is maintained.

4. Policies and procedures are established to ensure that legal requirements

are monitored and built into control activities.

5. Knowledge and skills needed to perform particular jobs are critically

analyzed and documented in the employee job description and duty

statements.

6. Employee’s job description and duty statement are used as the basis for

interviewing and placing staff in particular jobs.
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7. The Organization structures promote clear line of responsibility and

accountability conductive to effective management and control of the

organization.

8. Delegation assigning authority and responsibility are appropriate and

provide for a balance between the need for having the job done and the

involvement of senior management approval.

9. Human resource policies and procedures relating to recruitment, training,

promotion and remuneration is aimed at creating a motivated, informed

and dedicated workforce.

10. The governing board periodically reviews policies and procedures to

ensure that proper risks assessment and control processes have been

instituted.

Score Response Mode Description

4 strongly agree you agree with no doubt at all

3 Agree you agree with some doubt

2 disagree you disagree with some doubt

1 strongly disagree you disagree with no doubt at all

Control Risk Assessment

11. The Organization’s vision, mission and objectives, are participatory

developed and communicated to all staff and stakeholders.

12 Meeting the Organization’s objectives is the basis of the corporate plans,

budget allocation and adequately communicated to all employees.

_______13. Internal and external risks to the achievement of the Organization goals

and objectives have been identified.

[63]



14. Identified risks are analyzed through formal processes to determine the

relevance, significance, and likelihood of the risks occurring and the

control activities needed to achieve them.

15. The Organization risk management policies have been developed in

conjunction with the organization implementation plan.

16. The Organization risks assessment system allows the governing board and

management to plan for and respond to existing and emerging risks in the

organization activities.

17. Risks relevant to the organization financial and operational performance

have been accepted because of its cost and other considerations.

18. Employees are generally encouraged to do the right thing when faced

with pressures to cut corners with regard to policies and procedures.

19. The process used to analyze risks in the organization is clearly understood

and includes estimating the significance of risks, assessing the likelihood

of their occurring and determining steps to mitigate them.

ControB Procedures and Actüvüties

20. Organization policies and control objectives have been designed and

control activities established for each identified risks.

21. Organization control activities have been appropriately documented in

policy manuals, organization chart, and operating instructions.

22. The organization management and staff are informed and aware of the

importance of complying with control activities.

23. Management and staff have been provided with copies of, or having

access to relevant policy statements and procedure manuals.

24. There are adequate monitoring of organization activities to ensure that

control activities are being applied, appropriate action taken on reported

exceptions, there is adequate supervision to monitor control activities are

functioning.
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25. The organization control activities ensures adequate segregation of duties,

safeguarding of assets

26. The organization has an active and professional internal audit function,

which is fully supported by management.

27. Management meets regularly to evaluate and discuss internal control audit

report on systems and operational performance as well as external audit

report on financial statement and operations.

28. The organization has effective control activities, which has been

established to ensure compliance with all applicable laws and regulations.

29. There are appropriate control activities in place to ensure that public

funds are safeguarded, ethically used, efficiently and effectively and which

monitor performance and address any weaknesses.

Controll Informat~on and Communicat~on~

30. The key employees understand the duties and control responsibilities

applicable to their jobs and how those responsibilities contribute to the

organization overall objectives.

31. The organization has an effective information system in place to capture

and process data in meaningful ways.

32. Performance data including financial performance are always in

compliance with legislations, policies, and directives.

33. Organization’s employees are encouraged to report suspected

improprieties to management.

34. The information system report performance against agreed budgets,

desired outcome, prior performance and legislative requirements.
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35. The annual reports include statements explaining the organization’s

financial condition and compliance with relevant standards and accounting

procedures.

36. Management is receptive to comments by internal and external auditors

and other review agencies regarding control deficiencies or suggestions

for improvement. Appropriate actions are taken and documented.

37. Employees are generally encouraged to do the right thing when faced

with pressures to cut corners with regard to policies and procedures.

Score Response Mode Description

4 strongly agree you agree with no doubt at all

3 Agree you agree with some doubt

2 disagree you disagree with some doubt

strongly disagree you disagree with no doubt at all

Control Monitoring and Evalluation.~

38. The organizations’ corporate, operations and fraud control plans and risk

assessments are reviewed regularly in response to any major changes

affecting the organization.

39. Management regularly reviews financial and operational performance with

the result discussed with responsible staff.

40. Budgets prepared and communicated in sufficient details to provide

meaningful tool with which to monitor performance.

41. Management responses to audit and control review findings fully

documented and tracked for adequate follow up.

______42. Internal audit and other control review functions are adequate and

independent.

43. The organization reviews the qualifications and independence of personnel

evaluating the control systems
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44.

45.

Management has established performance measures for processes in the

organization and receives periodic reports against those measures.

In the event of known control breakdowns or deficiencies, controls that

should have prevented or detected problems are reassessed and modified

as appropriate.

QUESTIONNAIRE TO DETERMINE LEVEL OF ACCOUNTABILITY

Direction: Please respond to each item by using the scoring guide below. Kindly write

your best choice in the space before each item. Be honest about your options as there

is no right or wrong answers.

Score Response Mode

4 strongly agree

3 Agree

2 disagree

1 strongly disagree

46.

47.

48.

49.

50.

Institution operations have been designed to prevent waste of resources

utilization, producing output at least costs maintaining acceptable

standard.

Institution operation and activities are in compliance with laws,

regulations, policies and procedures.

Financial and narrative reports produced by the institution are accurate,

reliable and complete.

Institution implements practically anti-fraud and financial misconduct

policies within the framework of their delegation of authority.

Levels of improvement in decision making, resource allocation and

institution capacity are regularly reviewed by the board of trustees.

Description

you agree with no doubt at all

you agree with some doubt

you disagree with some doubt

you disagree with no doubt at all
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51. Transparency in recruitment, training, promotion, management and

evaluation of organization performance are followed up by all

stakeholders.

52. There are measures that have been taken to protect assets of the

organization and strengthen accountability of office holders and

supporting staff as well.

53. There are criteria used in the appointment of the members of the board of

directors of the organization.

54. Accounting and auditing standards and practice are in line with

international standards.

_______55. Stakeholders participate in any form in planning, budgeting,

implementation, monitoring and other fora (forum) for decision making.
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