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ABSTRACT 

The study explored the mediating effect of internal controls on the relationship between budgeting 

processes and financial performance of secondary schools in Kumi District. The study was guided 

by the following specific objectives; to establish the effect of budgeting process on the financial 

performance of secondary schools in Kumi District; to analyze the effect of internal controls on 

the financial performance of secondary schools in Kumi District; to find out the relationship 

between internal controls and the budgeting process of secondary schools in Kumi District; and to 

examine the mediating role of internal controls in the relationship between the budgeting process 

and financial performance of secondary schools in Kumi District. The study considered a 

descriptive research design. The study population of 165 comprised the staff establishment of four 

(4) secondary schools in Kumi District. The schools included Dr. Aporu Okolo Memorial 

Secondary School, Kumi Seed Secondary School, Atutur Seed Secondary School, and Wiggin 

Secondary School. The sample used was 165 respondents obtained by census method out of whom 

134 returned completed and usable questionnaires. Descriptive statistics of frequencies and 

percentages was used to obtain specific findings, while Pearson Product Moment Correlation and 

regression analyses were used to obtain major findings. Regression results revealed that a) there is 

a significant effect of budgeting process on the financial performance of secondary schools in 

Kumi District [β = .879, t = 2.417, p<0.0001]; b) there is a significant effect of internal controls 

on the financial performance of secondary schools in Kumi District [β = .371, t = 1.993, p<0.0001]; 

c) there is significant relationship between the budgeting process and internal control practices of 

secondary schools in Kumi District [r = .354**, p < 0.01]; and d) internal control partially mediates 

the relationship between budgeting process and financial performance of secondary schools in 

Kumi District. The study concluded that although the budgeting process itself is a critical factor in 

determining financial success, its impact is only fully realized when complemented by strong 

internal controls. These controls act as a safeguard, ensuring that the budget is effectively 

implemented and financial resources are managed efficiently. The study recommends that schools 

should adopt a participatory budgeting approach that involves input from key stakeholders, 

including teachers, parents, and community members. They should formally integrate internal 

controls into every stage of the budgeting process. Additionally, schools should also establish a 

system for regularly evaluating both their internal controls and budgeting processes to ensure they 

are functioning effectively and contributing to desired financial outcomes. 
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CHAPTER ONE 

INTRODUCTION 

1.0 Introduction 

This chapter covers information on background of the study, statement of the problem, objectives 

of the study, hypotheses, scope, significance, and conceptual framework. 

1.1 Background to the Study 

Financial performance is a critical measure of an organization's ability to utilize its resources 

effectively and achieve its financial goals (Fatihudin, Jusni, & Mochklas, 2018). In the context of 

educational institutions, strong financial performance ensures that schools can maintain 

operations, improve infrastructure, and provide quality education (Ofem, Akeke, & Ameh, 2021). 

Effective budgeting processes are fundamental in this regard, as they have the latent to enable 

education institutions to plan, allocate, and control their financial resources systematically (Lasisi, 

2021). 

The budgeting process is a foundational aspect of financial management, crucial for planning, 

allocating, and controlling resources within any organization (Shawe, 2023). In education 

institutions especially secondary schools, a well-structured budgeting process is vital for 

addressing both immediate needs and long-term goals, from infrastructure development to 

academic programs and staff salaries (Yizengaw, Agegnehu, & Ehmke, 2021). In other words, 

effective budgeting ensures that resources are aligned with organizational goals and objectives, 

facilitating efficient operations and strategic growth (Fadumo, Hassan, & Kadir, 2023).  



50 
 

References 

Agbenyo, W., Danquah, F.O., & Shuangshuang, W. (2018). Budgeting and Its Effect on the 

Financial Performance of Listed Manufacturing Firms: Evidence from Manufacturing 

Firms Listed on Ghana Stock Exchange. Research Journal of Finance and Accounting, 

9 (8), 12 – 22. 

Ahmad, F., & Ahmed, Z. (2022). Financial sustainability and performance: Key determinants for 

long-term growth. Journal of Corporate Finance, 45(2), 123-134. 

Alwadeai, A., Xiangli, L., Vlasova, N., & Aljonaid, N. (2024). The Role of Reserves in Mitigating 

Sanctions’ Impact on Economic Growth. Defence and Peace Economics, 1–20. 

https://doi.org/10.1080/10242694.2024.2409270 

Amnesty International (2020). South Africa: Broken and unequal education perpetuating poverty 

and inequality. Retrieved from https://www.amnesty.org/en/latest/news/2020/02/south-

africa-broken-and-unequal-education-perpetuating-poverty-and-inequality/. 

Asiligwa and Rennox, G. (2017). The Effect of Internal Controls on the Financial Performance of 

Commercial Banks in Kenya. IOSR Journal of Economics and Finance, 08(03), 92-105. 

DOI:10.9790/5933-08030492105. 

Auditor General (2022). Report of the Auditor General on the Financial Statements of Kumi 

District Local Government for the Year Ended 30th June 2022. Retrieved from 

https://www.oag.go.ug/storage/reports/PSM_LA_DLG_2021_22_1676883536.pdf. 

Barac, K., Plant, K., & Motubatse, K. (2019). The Role of Leadership in Shaping the Internal 

Control Environment. African Journal of Business Ethics, 13(2), 45-62. 

https://www.amnesty.org/en/latest/news/2020/02/south-africa-broken-and-unequal-education-perpetuating-poverty-and-inequality/
https://www.amnesty.org/en/latest/news/2020/02/south-africa-broken-and-unequal-education-perpetuating-poverty-and-inequality/
http://dx.doi.org/10.9790/5933-08030492105
https://www.oag.go.ug/storage/reports/PSM_LA_DLG_2021_22_1676883536.pdf


51 
 

Barbera, C., Jones, M., & Steccolini, I. (2019). Understanding Internal Control and Monitoring in 

Public Sector Organizations: An Institutional Perspective. Accounting, Auditing & 

Accountability Journal, 32(2), 401-420. 

Bendickson, J., Muldoon, J., Liguori, E. W., & Davis, P.E. (2016). Agency theory: background and 

epistemology. Journal of Management History, 22(4), 437-449. 

Bhat, S. (2023). The effectiveness of internal controls in preventing Fraud and financial 

misconduct. Journal of Law and Sustainable Development, 11 (5), 1 – 15. 

Bonsón, E. & Flores, F. (2019). Internal Control Systems and Organizational Governance: COSO 

Framework Applications. Journal of Accounting and Organizational Change, 15(4), 

523-538. 

Charbonnier, E., Figueroa, D.T., Dumont, C., & Rawkins, C. (2020). Education Policy Outlook 

France. OECD. 

Coşkun, R., & Öztürk, O. (2023). Dependence as strategy: extending resource dependence theory 

and clarifying its understanding of the strategic options of dependent firms. 

International Journal of Organizational Analysis. DOI:10.1108/IJOA-07-2023-3886. 

Curristine, T., Lonti, Z., & Joumard, I. (2020). Improving Budget Transparency and Monitoring in 

Public Administration. OECD Journal on Budgeting, 18(2), 55-74. 

DeMarco, R. (2019). Budget Monitoring and Financial Accountability: A Framework for 

Organizational Success. Journal of Public Financial Management, 30(2), 101-118. 

Edinoh, K., Saidu, Z., & Okpunukpang, P.E. (2024). Corruption and Education in Nigeria. 

International Journal of Human Capital and Innovative Management, 1 (2), 141 – 151. 

http://dx.doi.org/10.1108/IJOA-07-2023-3886


52 
 

Ekabot, S. (2023). Community Involvement and Management of Public Secondary Schools in 

Kumi District, Uganda. Unpublished Thesis. 

Fadumo, A.A., Hassan, H. B., & Kadir, M. R. A. (2023). The Effect of Budgetary Control on 

Organisational Performance in Small and Medium Enterprises (SME) in Somalia. 

International Journal of Professional Business Review, 8(12), e04119. 

https://doi.org/10.26668/businessreview/2023.v8i12.4119. 

Fatihudin, D., Jusni, & Mochklas, M. (2018). How Measuring Financial Performance. 

International Journal of Civil Engineering and Technology (IJCIET), 9(6), 553–557. 

Fowles, J. (2014). Funding and Focus: Resource Dependence in Public Higher Education. 

Research in Higher Education, 55(3). 

Gachoka, N., & Aduda, J., Kaijage G., & Okiro, K. (2018). The Moderating Effect of 

Organizational Characteristics on the Relationship Between Budgeting Process and 

Performance of Churches in Kenya. Journal of Finance and Investment Analysis, 7(2), 

1-5. 

Glover, D., & Levacic, R. (2020). Educational Resource Management: An International 

Perspective. London: UCL Press. 

Guo, K. H., & Eschenbrenner, B. L. (2018). CVS Pharmacy: An instructional case of internal 

controls for regulatory compliance and IT risks. Journal of Accounting Education, 42, 

17–26. https://doi.org/10.1016/j.jaccedu.2017.11.001. 

https://doi.org/10.26668/businessreview/2023.v8i12.4119
https://ideas.repec.org/a/spt/fininv/v7y2018i2f7_2_5.html
https://ideas.repec.org/a/spt/fininv/v7y2018i2f7_2_5.html
https://ideas.repec.org/a/spt/fininv/v7y2018i2f7_2_5.html
https://ideas.repec.org/s/spt/fininv.html
https://doi.org/10.1016/j.jaccedu.2017.11.001


53 
 

Halwiindi, H., & Mwanza, B. (2022). The Effect of Budgetary Control on Financial Performance: 

A Case Study of a Mining Company. European Modern Studies Journal, 6 (3), 502 – 

512. 

Hamed, R. (2023). The Role of Internal Control Systems in Ensuring Financial Performance 

Sustainability. Sustainability, 15 (13). DOI: 10206. 

https://doi.org/10.3390/su151310206. 

Ilyas, S., Sutian, D., Saudi, M.H., & Sinaga, O. (2020). The Role of Control Environment in 

Developing Internal Control Effectiveness and Good Corporate Government. 

Psychology and Education, 58(1): 6038-6048. 

Irumba, H., & Alinaitwe, G. (2019). Effect of budgetary process on financial performance; Case 

study of selected savings and credit cooperative societies in Hoima District, Uganda. 

International Journal of Innovative Science and Research Technology, 4(9), 658–666. 

Kabuye, F., Kato, J., Akugizibwe, I., Bugambiro, N., & Ntim, C. G. (2019). Internal control 

systems, working capital management and financial performance of supermarkets. 

Cogent Business & Management, 6(1). https://doi.org/10.1080/23311975.2019.1573524. 

Kinyanzii, J.M., Ombuki, C., & Kalii, F. (2019). Influence of Financial Management Practices on 

the Financial Performance of Public Secondary Schools in Kathiani Sub County. IOSR 

Journal of Economics and Finance, 10 (2), 57 – 70. 

Kipesha, E. F., & Xun, W. (2020). Financial reserves and performance sustainability: A 

comparative analysis. Finance and Development Journal, 36(1), 78-90. 

https://doi.org/10.3390/su151310206
https://doi.org/10.1080/23311975.2019.1573524


54 
 

Kivistö, J., & Zalyevska, I. (2015). Agency Theory as a Framework for Higher Education 

Governance. In: Huisman, J., de Boer, H., Dill, D.D., Souto-Otero, M. (eds) The 

Palgrave International Handbook of Higher Education Policy and Governance. Palgrave 

Macmillan, London. https://doi.org/10.1007/978-1-137-45617-5_8. 

Kothari, C.R. (2004) Research Methodology: Methods and Techniques. 2nd Edition, New Age 

International Publishers, New Delhi.  

Lasisi, O.J. (2021). Budgeting Process and its Relevance to the Educational System in Nigeria. 

Benin Journal of Educational Studies, 27 (1), 139 – 150. 

Li, K., Musah, M., Kong, Y., Adjei Mensah, I., Antwi, S. K., Bawuah, J., Donkor, M., Coffie, C. 

P. K., & Andrew Osei, A. (2020). Liquidity and Firms’ Financial Performance Nexus: 

Panel Evidence From Non-Financial Firms Listed on the Ghana Stock Exchange. Sage 

Open, 10(3). https://doi.org/10.1177/2158244020950363. 

Lienert, I. (2019). Budget Planning in Public and Private Sectors: A Comparative Perspective. 

International Journal of Budgeting, 22(4), 78-94. 

Louwers, T. J., Ramsay, R. J., Sinason, D. H., Strawser, J. R., & Thibodeau, J. C. (2020). Auditing 

and Assurance Services. McGraw-Hill Education. 

Madhushani, R.R.P., & Jayasiri, N.K. (2021). Impact of Internal Control on Financial 

Performance: Evidence from Sri Lanka. Global Review of Accounting and Finance, 12 

(1), 16 – 27. 

Mahapatra, R., & Raveendran, S. (2020). Financial obligation management and corporate growth: 

A review. International Review of Business and Economics, 51(3), 159-172. 

https://doi.org/10.1007/978-1-137-45617-5_8
https://doi.org/10.1177/2158244020950363


55 
 

Masakala, C., Omol, E., Wauyo, F., & Okumu, J. (2017). The Role of Budgeting Process in 

Financial Performance: A Case Study of Bugisu Cooperative Union Ltd Mbale, Uganda. 

American Journal of Finance, 1(5), 31–48. https://doi.org/10.47672/ajf.224. 

Mligo, H.E., & Maseko, F.E. (2022). The Effects of the Budgetary Process on the Financial 

Performance of Commercial Banks in Tanzania: A Case of CRDB, NMB AND NBC. 

European Journal of Accounting, Auditing and Finance Research, 10 (11), 69-86. 

Muhangi, G.T. (2019). Secondary Education in Uganda: Resource Mobilization and Efficiency. 

Journal of Education and Practice, 10 (20), 79 – 90. 

Musah, A., Padi, A., Okyere, B., E. Adenutsi, D., & Ayariga, C. (2022). Does corporate 

governance moderate the relationship between internal control system effectiveness and 

SMEs financial performance in Ghana? Cogent Business & Management, 9(1). 

https://doi.org/10.1080/23311975.2022.2152159. 

Namazi, M. (2013). Role of the agency theory in implementing management's control. Journal of 

Accounting and Taxation, 5(2), 38-47. 

NBS Television (2022). Water, Staffing Challenges at Kumi Seed Secondary School. Retrieved 

from https:\\www/nbs.ug. 

Neneh, B. N., & Van Zyl, J. H. (2019). Financial performance determinants in emerging markets. 

Journal of Business and Financial Management, 41(5), 205-218. 

Nguyen, T. T. T. (2024). Toward Financial Optimization: Assessing the Influence of Budget 

Process on Effective Accounting Management. Management Dynamics in the 

Knowledge Economy, 12(2), 116-132. DOI 10.2478/mdke-2024-0008. 

https://doi.org/10.47672/ajf.224
https://doi.org/10.1080/23311975.2022.2152159


56 
 

Nocco, B. W. & Stulz, R. M. (2019). Enterprise Risk Management and Internal Control: 

Communicating Risks and Controls within Organizations. Journal of Applied Corporate 

Finance, 31(1), 8-20. 

Ofem, W.E., Akeke, M.N.G, & Ameh, E. (2021). Financial Resources and Junior Secondary 

School Students’ Academic Performance in Cross River State, Nigeria. Global Journal 

of Educational Research, 20, 81-88. 

Otoo, F.N.K., Kaur, M., & Rather, N.A. (2023). Evaluating the impact of internal control systems 

on organizational effectiveness. LBS Journal of Management & Research, 21 (1), 135-

154. https://doi.org/10.1108/LBSJMR-11-2022-0078. 

Perger, P., & Hecker, A. (2023). Measurement and predictors of the financial performance of public 

health enterprises in Italy. Journal of Health and Social Sciences, 8(4), 337-356. Doi: 

10.19204/2023/MSRM7. 

Rahi, A.F., Akter, R. and Johansson, J. (2022), "Do sustainability practices influence financial 

performance? Evidence from the Nordic financial industry", Accounting Research 

Journal, Vol. 35 No. 2, pp. 292-314. https://doi.org/10.1108/ARJ-12-2020-0373  

Ross, P. & Williams, C. (2020). Budget Control Mechanisms: Preventing Financial 

Mismanagement in the Public Sector. Government Finance Review, 38(1), 32-44. 

Saudi, M.H.M., Sinaga, O., & Rospinoedji, D. (2018). The role of tax education in supply chain 

management: A case of Indonesian supply chain companies, Polish Journal of 

Management Studies, 18(2): 304-319. 

https://doi.org/10.1108/LBSJMR-11-2022-0078
https://www.emerald.com/insight/search?q=ABM%20Fazle%20Rahi
https://www.emerald.com/insight/search?q=Ruzlin%20Akter
https://www.emerald.com/insight/search?q=Jeaneth%20Johansson
https://www.emerald.com/insight/publication/issn/1030-9616
https://www.emerald.com/insight/publication/issn/1030-9616
https://doi.org/10.1108/ARJ-12-2020-0373


57 
 

Saunders, M., Lewis, P. and Thornhill, A. (2009) Research Methods for Business Students. 

Pearson, New York.  

Shawe, R. (2023) Budget and Organization Management. Open Journal of Business and 

Management, 11 (3), 910-919. doi: 10.4236/ojbm.2023.113049.  

Shields, J. & Shelleman, J. (2019). Effective Budgeting for Strategic Goals: Financial Planning in 

Modern Organizations. Financial Management Journal, 12(3), 45-61. 

Tetteh, L. A., Kwarteng, A., Aveh, F. K., Dadzie, S. A., & Asante-Darko, D. (2022). The impact of 

internal control systems on corporate performance among listed firms in Ghana: The 

moderating role of information technology. Journal of African Business, 23(1), 104–

125. https://doi.org/10.1080/15228916.2020.1826851. 

Tomusange, R., Muweesi, C., & Kyagaba, A. (2021). Effective financial resources management 

for school improvement and development in Uganda. African Journal of Educational 

Management, Teaching and Entrepreneurship Studies, 2(1), 1-8. 

Ugiriwabo, P., Tuyishime, D., Nizeyimana, G., & Ntahobavukira, B. (2023). The Impact of 

Financial Management Practices on Academic Performance in Day Schools of Kicukiro 

District in Rwanda. Cradle of Knowledge African Journal of Educational and Social 

Science Research, 11(3), 119-128. 

Ullmann, M., Figueroa, D.T., & Rawkins, C. (2020). Education Policy Outlook Germany. OECD. 

UNESCO (2017). Ensuring Adequate, Efficient and Equitable Finance in Schools in the Asia-

Pacific Region. Bangkok, Thailand. 

https://doi.org/10.4236/ojbm.2023.113049
https://doi.org/10.1080/15228916.2020.1826851


58 
 

Uthayakumar, R., & Yapa, H.P.K.Y. (2023). Impact of Budgetary Process on Financial 

Performance of Listed Companies in Sri Lanka. International Journal of Research and 

Innovation in Social Science, 7(5), 881-901. 

Wahab, Z. M., & Rahman, H. F. (2021). Revenue generation and profitability: Examining the 

relationship in modern enterprises. Global Business Review, 57(4), 187-205. 

Wamungu, T., & Twesige, D. (2023). Effect of Budgeting Practices on Financial Performance of 

Hospitality Sectors of Rwanda: A Case Study of Nobleza Hotel & Shami Appart’s Hotel. 

Global Scientific Journal, 11 (2), 89 – 100. 

Wildavsky, A. & Caiden, N. (2004). The New Politics of the Budgetary Process. Addison Wesley 

Longman. 

World Bank (2019). Improving Higher Education Performance in Kenya: A Policy Report. 

Washington DC.  

World Bank (2019). Result Based Financing (RBF) and Results in Education for All Children 

(REACH). Washington DC. Retrieved from: https://www.worldbank.org/en/programs/reach. 

Yizengaw, J. Y., Agegnehu, M. A., & Ehmke, T. (2021). Practices and challenges of school 

financial resource management implementation in Bahir Dar City administration of 

Ethiopia: A comparative study between government and private secondary schools. 

Cogent Education, 8(1). https://doi.org/10.1080/2331186X.2021.1884340. 

Zejnullahu, N. (2021). Principal-agent problems in publicly owned enterprises: The failure of the 

shareholder. Journal of Governance & Regulation, 10(4), 70–83. 

https://doi.org/10.22495/jgrv10i4art6.  

https://www.worldbank.org/en/programs/reach
https://doi.org/10.1080/2331186X.2021.1884340
https://doi.org/10.22495/jgrv10i4art6

	1.pdf
	2.pdf

