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ABSTRACT 

This study aimed at determining the impact of Internal control systems on financial management 

of Kapchorwa District Local Government with the study objectives; To establish the effect of 

control activities on the financial management, to investigate the effect of information systems on 

financial management and to establish the impact of Internal audit on financial management in 

Kapchorwa District Local governments, in Uganda. The study utilized the Agency theory as 

suggested by Jensen & Meckling (1976) which was developed from the economic theory 

postulated by Alchain and Demsetz in 1972 and further advanced by (Jensen & Meckling. In 

addition to that, the study applied a cross-sectional research design and quantitative approach. The 

study had a target population of 35 employees in Kapchorwa District Local Government and 

collected data from a sample size of 32 respondents as guided by Krejcie and Morgan (1970). Data 

was collected using close ended questionnaires. Furthermore, data analysis was done using 

statistical package for social sciences (SPSS) version 20 from which frequency tables, descriptive 

statistics, reliability, validity, correlation and regression results were obtained. The study findings 

showed that internal control activities (adj R2 = 0.738, p < 0.01), Information Systems (adj R2 = 

0.788, p< 0.01) and internal audit (adj R2 = 0.884, p < 0.01) have a positive and significant effect 

on financial management. Based on the findings of the study, the researcher therefore concludes 

that Internal control activities, Information systems and Internal audit have a positive and 

significant relationship with financial management. The study also concludes that strict adherence 

to approval and authorization systems in place helps to control fraud related issues hence a positive 

attitude on financial management. The study therefore, recommends that Kapchorwa District local 

government should adherence to approval and authorization activities within the organization to 

help to control fraud related issues. Furthermore, internal control monitoring activities should be 

put in place to help evaluate results.
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CHAPTER ONE 

INTRODUCTION 

1.0 Introduction 

This chapter consists of the back ground of the study, statement of the problem, purpose of the 

study, research objectives, research questions, and scope of the study, conceptual framework and 

the significance of the study. 

1.1 Background of study 

Subsequent to the new public management principles, countries under organization for Economic 

Cooperation and Development (OECD, 2017) have adopted reforms in the public financial 

management systems. The main objectives of the reforms are to create a sound public finance 

management system that supports aggregate control, accountability and efficiency in the 

management of public resources and the delivery of services critical to Uganda’s development 

goals. (MFPED,2017). In addition to that, according to the Public Finance Management Act 

(PFMA), 2015 the goal of having good financial management is promoted with the aim of 

maximizing service delivery by effective and efficient application of limited resources. Despite 

the enactment of a number of public finance management reforms put up by the government of 

Uganda, inefficiencies in the allocation and use of public funds in Uganda remain rampant and 

existent (MFPED,2017). 

Globally in the United States, according to Government Accountability Office (2020), many local 

governments have struggled with budget deficits and increasing debt levels. For example, some 

public sectors face challenges with pension obligations exceeding their ability to pay. Furthermore, 

Public financial mismanagement and fraud cases continue to be a concern. For example, reports 

of improper payments by federal agencies in the United States totaled to USD 175 billion in 2020. 

In Africa, according to  Auditor general report (2019) on evaluation of Public Financial 

Management reforms in Ghana, the implementation of the Integrated Financial Management 

System (IFMS) is one of the reforms that have been adopted to create a sound public finance 

management system in the biosphere particularly in local governments. This is due to support in 

aggregate control, prioritization, accountability and efficiency in the management of public 

resources and the delivery of services critical to Social Developmental Goals (SDGs). However, 



31 
 

REFERENCES: 

AENDE, T. R., &, & Agada, A. B. (2016). EFFECT OF ACCOUNTING INFORMATION 

SYSTEM ON FINANCIAL REPORTING QUALITY: A REVIEW OF THEORIES AND 

EMPIRICAL WORKS. 

Agaba. (2023). Internal Control System And Financial Management In An Organizations . A Case 

Study Of Hotel. December. 

Ajao, O., & Olayemi Oluwa Damilola, A. (2020). Internal Control Systems and Quality of 

Financial Reporting in Insurance Industry in Nigeria. Journal of Finance and Accounting 

8(5), 218. https://doi.org/10.11648/j.jfa.20200805.12 

Ajayi, V. O. (2023). A Review on Primary Sources of Data and Secondary Sources of Data. 

European Journal of Education and Pedagogy, 2(3), 1–7. www.ej-

edu.orgdoi:http://dx.doi.org/19810.21091/ 

Amira vincent. (2022). IMPACTS OF COORPORATE GOVERNENCE ON THE FINANCIAL 

REPORTING QUALITY IN MICRO FINANCE LIMITED (p. 56). 

ANNUAL BUDGET REPORT. (2022). 

Anggraeni, A. F., Mukti, U. W., Barat, J., Winarningsih, S., & Barat, J. (2021). The effects of 

accounting information system quality on financial performance. 6239, 128–133. 

AuditorGeneral. (2019). THE REPUBLIC OF UGANDA. June. 

Boru, T. (2018). CHAPTER FIVE RESEARCH DESIGN AND METHODOLOGY 5 . 1 . 

Introduction Citation : Lelissa TB ( 2018 ); Research Methodology ; University of South 

Africa , PHD Thesis. December. https://doi.org/10.13140/RG.2.2.21467.62242 

Braiton, E. (2023). INTERNAL CONTRAL SYSTEM AND QUALITY OF FINANCIAL 

REPORTING IN UGANDA,  

Brian, M. D. (2013). EFFECTS OF INTERNAL CONTROLS ON REVENUE COLLECTION : A 

CASE OF KENYA REVENUE AUTHORITY BY REG . No .: D61 / 68652 / 2011 A 

RESEARCH PROJECT SUBMITTED IN PARTIAL FULFILLMENT OF THE 



32 
 

REQUIREMENT FOR THE AWARD OF THE DEGREE OF MASTER OF BUSINESS 

ADMINISTRATION ( MBA ), SCHOOL OF BUSINESS , UNIVERSITY OF NAIROBI 

NOVEMBER 2013. November. 

Davis, F. D. (1989). Perceived usefulness, perceived ease of use, and user acceptance of 

information technology. MIS Quarterly: Management Information Systems, 13(3), 319–339. 

https://doi.org/10.2307/249008 

Edith, W. (2016). INTERNAL CONTROLS IN FINANCIAL MANAGEMENT : Balancing Controls 

and Risks INTERNAL CONTROLS IN FINANCIAL MANAGEMENT : Balancing Controls 

and Risks Edith Wakida. August. https://doi.org/10.13140/RG.2.1.1714.3524 

EDGAR, M. K. (2019). ACCOUNTING INFORMATION SYSTEMS AND QUALITY FINANCIAL 

REPORTING IN MICRO FINANCE INSTITUTIONS IN UGANDA CASE STUDY OF PRIDE 

MICROFINANCE LIMITED (MDI) ENTEBBE ROAD BRANCH KAMPALA CENTRAL. 

October. 

Finance, M. O. F. (2018). Semi-Annual Budget Performance Report Fy 2016 / 17 Development. 

February. 

hamala, H. (2022). Qualitative Data Analysis Techniques. May. 

Itang, A. (2022). Computerized Accounting Systems and Financial Reporting Quality in Small and 

Medium Enterprises in Nigeria. January. https://doi.org/10.13140/RG.2.2.21671.88481 

Mbbs, M. A. (2018). Sampling & Sample Size Estimation. 

MUWANDA, S. P. (2022). AFRICA TOURISM DEVELOPMENT STRATEGIES 

Nisar, Q. A., Kamboh, A. Z., & Ali, S. (2019). Impact o f Employees ’ Recog nition , Rewards and 

Job Stress on Job Performance : Mediating Role of Perceived Organization Support. March. 

Ogwiji, J., Academy, N. D., & Isiaka, L. O. (2022). Internal Control System and Fraud Prevention 

of Quoted Financial Services Firms in Nigeria : A Smart PLS-SEM Approach. January. 

SÜRÜCÜ, L., & MASLAKÇI, A. (2020). Validity and Reliability in Quantitative Research. 

Business & Management Studies: An International Journal, 8(3), 2694–2726. 



33 
 

https://doi.org/10.15295/bmij.v8i3.1540 

United Nations (2019). Transparency and accountability in governemnt financial management. 

New York: United Nations. 

Uwaoma, I. (2015). THE IMPACT OF INTERNAL CONTROLS ON FINANCIAL 

MANAGEMENT : A CASE OF PRODUCTION COMPANIES IN NIGERIA. III(12), 103–132. 

Wangwe, E. (n.d.). kenya 2021 MAS.pdf. 

WTO. (2016).EFFECT OF INTERNAL CONTROL SYSTEMS ON FINANCIAL PERFORMANCE 

OF PUBLIC UNIVERSITIES IN KENYA DANIEL KAMAU MUNGAI A. 

 

 

 

 

 

 

  


	1.pdf
	2.pdf

