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ABSTRACT 

 

The study assessed the internal control and financial performance in public institution in 

Rwanda.  The general objective of the study was to find out whether internal control plays 

any role in financial performance in public institution .The specific objective of the study 

was to determine the effect of control environment on financial performance of public 

institutions in Rwanda, to examine the effect of control activities on financial performance 

in Rwanda, to analyze the effect of risk assessment on financial performance of public 

institutions in Rwanda, to assess the effect of information and communication on financial 

performance of public institutions in Rwanda, to examine the effect of monitoring on 

financial performance of public institutions. The demographic information was sex, 

experience, education background. To accomplish objective of this study, the study used 

both primary and secondary data. The primary data was collected using, the distribution of 

30 copies of questionnaires to the staff of finance department and internal auditor officers 

while secondary data was mainly found in the annual reports of RSSB from 2015 to 2017. 

Statistical Package for Social Sciences (SPSS) was used to analyses data. The study used 

descriptive research; the target population of respondent was employees in institution 

studied whereas the sample size was 30 employees. After collection, data was edited, 

coded, recorded and tabulated and Multiple regression analysis was used to show the 

statistical relationship of the variable .The findings discovered that there are  effect of 

control environment  on the financial performance of public institution, from regression 

analysis, a unit increase in control environment  could result to increase in financial 

performance by 0.482.Risk assessment was found to have a positive significant effect on 

the  financial performance of public institution. From regression analysis, a unit increases 

could result to increase in risk assessment in financial performance by 0. 001. The study 

examined the effect of control activities on the financial finance performance in public 

institution, from regression analysis, a unit increase in control activities could result to 

increase in financial performance by 0.213. The finding also found that net investment and 

net income was declined. From the findings showed that return on assets of RSSB was 

decreased over the three years. From 13.9% to 8.4% means that RSSB is not effectively 

managing its assets to generate greater amount of money. The study concludes that there 

is a significant positive relationship between internal control and financial performance; it 

concluded that RSSB solvency is still need improvement. The study therefore recommends 

that the components of the ICS (control environment, control activities, and monitoring) 

should be enhanced to further improve the financial performance of Public institutions, 

management should seem to be taking all the right measures to steer the organization 

toward improved financial outcomes. Management needs to pay close attention to its 

operating expenses. Management needs to identify the major cost and expenses drivers. 

RSSB ‘s management should reduce unnecessary expenses to increase net income in order 

to maintain the money to pay social security benefits to beneficiaries without delay on 

payment. RSSB’s management should analyze deeply before doing any investment in order 

to avoid risk exposure. 
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CHAPTER ONE: INTRODUCTION 

1.1. Background of the study  

Today, across the world, internal control plays an important role in directing and preventing 

fraud and protecting the organization’s resources, toward achievement of the organization 

goals.  Internal control is a topical issue following global fraudulent financial reporting and 

accounting scandals in both developed and developing countries. Improving internal 

control in an organization may lead to improvement of financial reporting and decrease of 

bankruptcy. Internal control are the methods or procedure adopted in organization to 

safeguard its assets, ensure financial information is accurate and reliable, ensure 

compliance with all financial and operation requirements, and generally assist in achieving 

the business objectives  

 

 COSO ( 2009) ,confirmed that the fraud cases of WorldCom and the collapse of the US 

energy giant of Enron resulted from weak internal control. (Horngren, 1982) his study 

identified that an institution with an operation effectiveness and efficient internal control 

has better chances of improved financial performance in an organization. According to 

(Babatunde, 2013)share a core principle that good governance by its nature ,demands 

effective systems of internal control.  

   Hodess( 2008),concluded that various indicators indicate that Rwanda performs 

relatively efforts, corruption remains prevalent in the Rwanda and there have been 

instances of tax and public fund embezzlement, fraudulent procurement practices and 

judicial corruption. According to (October, 2013), internal control is a process effected by 

an organization board of directors, management and other personnel, designed to provide 

assurance regarding the achievement of effectiveness and efficiency of operation, 

reliability of financial reporting, and compliance with the applicable laws and regulation. 

Internal controls were seen at from the perception of Control Environment, risk 

assessments, Control Activities, information and communication, monitoring whereas 

financial performance concentrated on liquidity, profitability, and Reporting as the 

measures of financial performance.  
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The management should create and establish internal control, strong enough to stand 

against the lines of fraud in order not only to promote continuity of operation and ensure 

the liquidity but also facilitate quality audit work, comprehensive financial management 

practices involve the institutions of strong internal controls, the general expectation is that 

institution and authorization of legitimate internal controls will lead to strides made 

financial performance.  Nowadays   internal control is becoming a key for attaining 

objectives of any institutions.  

 

Mustapha, Bashir, Sanusi (2015) found out that local government authority should increase 

their effort to ensure proper and highly effective control system are in place within local 

government to ensure financial performance of an organization. Improving internal control 

in institution may lead to improvement of financial reporting and decrease of bankruptcy 

risk, (Mawanda ,2008) also defined internal control as process defined and affected by 

those charged with governance, management, and other personnel to provide reasonable 

assurance about the achievements of an entity’s objectives with regard to reliability of 

financial reporting, effectiveness and efficiency of operations and compliance with 

applicable laws and regulations. 

 

 Internal control encompasses an established of rules, policies, procedure implemented by 

an institution to offer assurance on the reliability of its reports, effectiveness and efficiency 

of its operation and the compliance and compatibility of their activities with laws and 

regulation. The importance of the internal control cannot undermine. Since the lacky of an 

effective internal control, is the major cause of frauds. Based on the information from 

report of the audit general (2017) showed that financial statements for 82 entities (50% of 

165 report) received unqualified audit opinion, these financial were free from any material 

misstatement and reflected true and fair view and balances reported by these budget 

agencies. 

MINECOFIN (2013) Internal control system has five components: the control 

environment, risk assessments, control activities, information and communication and 

monitoring.  
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Poor internal controls system causes asset misappropriations, corruption, organizational 

fraud and fraudulent statements. The management of government organization must ensure 

that a proper internal control structure is instituted, reviewed updated to keep it effective.  

Properly developed and effectively implemented internal control helps to protect against 

wastage of resource and a basis for the smooth operations of all type of an organization.  

According to internal audit procedures Manual published by (MINECOFIN,2013)internal 

control is intended to prevent financial loss and waste, promote efficient public financial 

management and accountability, prevent or detect and deter fraud or other irregularities, 

prevent or detect error, safeguard the entity’s assets, promote ethical, orderly, efficient and 

effective government programs or projects, enhance reliability of financial information and 

reports, and promote compliance with laws and regulations 

This study examined internal control and financial performance in public institution in 

Rwanda. Public Institutions implement internal control according to their nature, and 

regularly internal control to ensure their adequacy financial performance. 

 I.2. Statement of the problem  

 Cox (2000) said that internal control lead to efficiency in utilization of organization 

resources where by jobs are carried out as explained by their description. (Horngren,1982) 

in his study identified that an organization with an operation effectiveness and efficient 

internal control has better chances of improved accountability than one with weak internal 

control. AS (2201) found that ICS prevents errors and irregularities by detecting them in 

timely manner there by promoting operation efficiency, reliability of financial reporting 

and compliance with relevant laws and regulations.  

 

Effective internal control helps an ion to meet its objective, ensure generation of reliable 

financial report, increase organization compliance to financial regulation as well as prevent 

loss of organization resources(Kisanyanya, 2018) . In Rwanda, according to Auditor 

general report for the financial years (2014,2015,2016,2017) has identified the following 

main challenges in public institutions: Unreliable financial statements, failures in internal 

controls, failed projects and persistent weaknesses in contract management, lack of proper 

planning and coordination in implementation of government programmers,  
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potential loss of public funds an increasing number of cases of fraudulent activities in 

public entities, wasteful expenditure of public funds, weak financial problem leads to 

failure to achieve the organization goals. Auditor General Report of June 2015 to April 

2016 confirm that the number of report of audit opinion on financial statement increased 

from 36% to 50%. 

 

 Therefore, the reason why researcher choose to conduct this study to analyze the influence 

of internal control on financial performance in public institution in Rwanda. Public 

institutions in Rwanda are still challenged by improper management of public funds; lack 

fair financial reporting and some public institutions do not comply with rules and 

regulations for public finance management. In spite of government efforts to improve 

public sector performance, there have been instances of tax and public funds 

embezzlement, fraudulent payment, wasteful expenditure, poor management public 

officers to work out the logic of standard internal control. 

 

The critical situation is that public institutions in Rwanda are still challenged by improper 

management of public funds, lack fair financial reporting and yet they have the services of 

the internal audit. The office of Auditor-General reports to the parliament public finance 

commission every year that some public institutions do not comply with rules and 

regulations for public finance management (Biraro, 2016). The 2013 report clearly 

mentioned that local government entities do not have adequate mechanisms of enhancing 

public funds accountability, have persistent weaknesses in preparation and presentation of 

financial statements, breaking rules and regulations of funds management, existence of 

fraudulent cases, misappropriation of assets, etc, (Biraro, 2016). 

1.3. General Objective 

To find out whether internal control plays any role in financial performance in public 

institution. 

1.3.1. Specific objective  

1.To determine the effect of control environment on financial performance of public 

institutions in Rwanda 
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2.To examine the effect of control activities on financial performance in Rwanda 

3.To analyze the effect of risk assessment on financial performance of public institutions 

in Rwanda 

4.To assess the effect of information and communication on financial performance of 

public institutions in Rwanda. 

5.To examine the effect of monitoring on financial performance of public institutions 

1.4. Research questions 

1. What is the effect of control environment on financial performance of public 

institutions? 

2. What is the effect of control activities on financial performance of public 

institutions? 

3. What is the effect of risk assessment on financial performance of public 

institutions? 

4. What is the effect of information and communication on financial performance of 

public institutions? 

5. What is the effect of monitoring on financial performance in public institutions? 

1.5. The justification of the study 

This study is of interest to academicians and future researchers who will be undertaking 

other researches related to this. This is because it increases their knowledge on internal 

control and provides the necessary information to be incorporated into their work. The 

study also helps them come up with better proposals on internal control and their 

contribution on financial performance of public institutions.  

1.6. Limitation of the study and time scope 

The study targeted a public institution. It was carried out on RSSB case to assess and 

analyze its internal controls and financial performance in public institutions.  
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Time scope 

This study is limited in terms of period since it covered the period of two years from 

2017 to 2018 using primary data and secondary data. 

 1.7. The significance of the study 

Public sector entities exist to serve the public. This mandate is the filter through which the 

key 

characteristics of public sector entities are differentiated from less relevant attributes. 

In order to achieve this mandate, public sector entities have been granted powers, rights 

and responsibilities, including a responsibility for policy development and implementation. 

The Mandate to serve the public over the long term and the granted powers, rights and 

responsibilities demand public accountability for the actions, decisions and results of a 

public sector entity. This Need for public accountability is the overriding characteristic of 

public sector entities.  A copy of the thesis will be put in the University Library to help 

scholars, academicians and researcher in need of library search on the internal control and 

financial performance in public institutions in Rwanda. The recommendations of the study 

were helped the management of public institutions in Rwanda to think who would be 

interested to come up with various ways in which to improve their efficiency and 

effectiveness through the use of proper internal control in all their operations in order 

toward sustainable of financial performance 

1.8. Brief description of thesis structure 

The study was organized into five chapters focusing on the following:  

Chapter one introduced the study by giving the background of study, statement problem, 

research objective, research questions, justification of the study, and the significance of 

research, limitation and delimitation of the study.  

Chapter two literature reviews focused on theoretical review and conceptual framework 

Chapter three was focused on methodology used the research design, study the population 

identification, sampling procedure data collection, operational definition of variables, 

methods of data analysis, and ethic consideration  
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Chapter four data analysis and interpretation were discussed about data presentation, data 

analysis, results and discussion. 

Chapter five was focused on major findings, conclusion and recommendations. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.0. Introduction 

This chapter focused on theoretical review, conceptual review, empirical review, 

conceptual framework.  

2.1. Theoretical review  

 Various theories have been formulated on internal control and financial performance, 

contingency theory and agency theory, stewardship theory. These are discussed below  

2.1.1. Contingency theory 

Lista, Advisor, & Rojas,( 2014) contingency theory is an organization theory that claims 

that there are no best ways to organize a corporation, lead a company or make decision.  

 Fred(1964),emphasizes the importance of both the leader’s personality and the situation 

in which the leader operates. Contingency theory focuses on the behavioral aspect of an 

organization in explaining how contingent factors such as culture, technology, and external 

environment have an influence in organizations designing and functioning. 

 It is assumed by the contingency theory that no single type of organization’s structure is 

equally applicable to all organizations. Rather, the effectiveness of an organization depends 

heavily on the type of technology, the size of the organization, environmental volatility, 

the features of the organization’s structure and the system of information that it is using. 

This theory is related to this study on how control environment affect financial 

performance. 

2.1.2. Agency theory 

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

that is, between principals such as shareholders and agents of the principals for example, 

company executives. The two problems that agency theory addresses are: the problems that 

arise when the desires or goals of the principal and agent are in conflict, and the principal 
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is unable to verify what the agent is actually doing and the problems that arise when the 

principal and agent have different attitudes towards risk. 

Adams, (1994) argued that, agency theory also provides a useful theoretical framework for 

the study of internal auditing function. He also proposed that agency theory not only helps 

to explain and predict the existence of internal audit but that is also helps to explain the 

role and responsibilities assigned to internal auditors by the organization and that agency 

theory predicts how the internal audit function is likely to be affected by organizational 

change. He concludes that agency theory provides a basis for rich research, which can 

benefit both the academic community and internal auditing profession. This theory relates 

to this my study as it helps to explain the role of internal control which help to improve 

financial performance in public institutions.  

2.1.3. Stewardship theory 

Donaldson & Davis,( 1991) stated that this theory focuses on the ability of the management 

of the organization to align their goals with the institutional goals. They further stated that 

stewards’ satisfaction and motivation is driven by the success of the organization. 

Donaldson argued that effective stewardship requires employee empowerment and 

provision of independence based on trust. 

2.2. Conceptual review 

It defines relationship of internal control and financial performance 

 Minecofin (2013) Internal Control   means any policies, procedures, measures and actions 

taken by the management and other personnel of any entity to manage its risks in a manner 

that, to a great extent, enhances the likelihood that the entity’s goals and objectives will be 

achieved as planned. This all theory related to the study all explain the existence of 

monitoring, risk assessment, control environment, control activities in the public 

institution. 
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2.2.1 Internal control 

Internal control is a process, effected by an entity’s board of directors, management, and 

other personnel, designed to provide reasonable assurance regarding the achievement of 

objectives relating to operations, reporting, and compliance. This definition reflects certain 

fundamental concepts. Internal control is geared to the achievement of objectives in one or 

more categories—operations, reporting, and compliance(Foster, 2019) 

 Internal control is defined as referring to both Administration control and accounting 

control. Administration control organization showing who reports to who and all the 

methods, planning and control operations. According to the auditing committee guidelines 

,internal control can be defined as the whole system of control ,financial or otherwise 

established by the management in order to carry out on the business of the an organizational 

orderly an efficiency manner manner, ensure adherence to management ‘s policies and 

secures as far as possible the completeness and accuracy of the records (Adeniyi,2010).The 

internal control has   a great role   to help the organization achieve specific goals or 

objectives. COSO Framework’s role is to drive internal controls and to allow the realization 

of these goals using improved organizational performance and governance. The primary 

party of strengthening internal control involves changing attitude some employees have 

towards spending of government money. 

 Internal auditor ‘s presence is critical in order to assess whether the control is properly 

designed, implemented, working effectively and make recommendation to managers on 

how they improve internal control and that every public money be properly accounted. 

Proper internal controls should be designed to make it as difficult as possible to commit 

errors and fraud. Internal control is a term normally used to define how organization 

ensures that an entity meets its financial and other objectives. Internal control not only 

contributes to managerial effectiveness but also important duties of corporate boards of 

directors (Verschoor, 2007). The board of directors can be equated to councilors in this 

study who have an oversight role of policy making and control of resources to improve 

financial performance.  
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Every institution should have an internal control firmly in place. Proper internal control 

should be designed to make it difficult as possible to commit errors and frauds. Policies 

and procedures establishing guidelines for the financial and liability recording, valuing, 

processing, posting and reporting of financial data and safeguarding of an organization’s 

assets is vital in preventing cases of embezzlement. Many of the frauds discovered in 

business are uncovered through internal controls, strong system plays an important role in 

government organization.  Abdullahi & Muturi, (2016) argue that there are two types of 

major internal controls associated with management of large firms, particularly diversified 

firms, which have an important effect on firm innovations these are, strategic controls and 

financial controls. Strategic controls entail the use of long-term and strategically relevant 

criteria for the evaluation of business. 

Management is responsible for the determination of the extent to which internal control are 

able to be applied within the organization. Adequate internal control should be designed to 

make it as difficult as possible to commit fraud and to minimize innocent mistakes. 

Management is responsible for the determination of the extent to which internal control are 

able to be applied within the organization. Internal control is the integration of the activities 

,plans attitudes, policies and efforts of the people of an institutions working together to 

provide reasonable assurance that the organization will achieve its objectives and 

mission.(Dinapoli, 2016). 

2.2.1.1. Objective of internal control 

The 2013 Framework lists three categories of objectives, similar to the 1992 

Framework(KPMG, 2013) 

2.2.1.1.1. Operations Objectives 

Operations objectives related to the effectiveness and efficiency of the entity’s operations, 

including operational and financial performance goals, and safeguarding assets against 

loss. In the 1992 Framework, the operations objective was limited to “effective and 

efficient use of the entity’s resources(KPMG, 2013) 
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2.2.1.1.2. Reporting Objectives 

 Reporting Objectives related to internal and external financial and non-financial reporting 

to stakeholders, which would encompass reliability, timeliness, transparency, or other 

terms as established by regulators, standard setters, or the entity’s policies. In the 1992 

Framework, the reporting objective was called the financial reporting objective and it was 

described as “relating to the preparation of reliable financial statements”(KPMG, 2013) 

2.2.1.1.3. Compliance Objectives  

 Compliance objectives related to adhering to laws and regulations that the entity must 

follow. In the 1992 Framework, the compliance objective was described as “relating to the 

entity’s compliance with applicable laws and regulations.” The 2013 Framework considers 

the increased demands and complexities in laws, regulations, and accounting standards that 

have occurred since 1992(KPMG, 2013). 

2.2.1.2. Control Objective of ICS 

Control objective are desired goals or conditions for a specific event in order to achieve, 

minimize the potential that waste, loss, unauthorized use or misappropriation will occur. 

For a control goals to be efficiency,effective,compliance with it can measurable and 

observable (Appiah, 2012) 
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TABLE 1 :  Control Objectives 

Source: (Appiah, 2012) 

 

Specific   target   used   to   determine   whether   a   control, operating effectively is called 

the control objective. Control objectives fall under several detailed categories, an 

organization should put in place methods to ensure the integrity of financial and accounting 

information Internal control has been defined by the Committee of Sponsoring 

Organization of the Trade way Commission (Foster, 2019)in internal control integrated 

framework, as; “A process effected by an entity’s board of directors, management and other 

personnel designed to provide reasonable assurance regarding the achievement of 

objectives in the following categories, effectiveness and efficiency of operations (basic 

operational objectives, performances goals and safeguarding resources); reliability of 

financial reporting; compliance with applicable laws and regulation. 

Validity Only valid or authorized transactions are processed

Occurrence Transactions   occurred   during   the   correct period. 

Completeness All   transactions   are   processed   without omissions

Valuation
Transactions   are   calculated   using   an appropriate   methodology   or   are   

computationally accurate

Segregations of

duties

The objective is to make sure those duties and responsibilities are assigned to 

individuals in manner that ensure that no one individual can control both recording 

function and the procedures relative to processing the transaction.

Error handling

The objective is to make sure that errors detected at any stage of processing 

receive prompt corrective action and are reported to the appropriate level of 

management.

Authorization
The objective is to ensure that responsible personnel in accordance with specific

or general authority approve all transaction before the transaction is recorded.

Right 

Obligation
Assets should represent the rights of the company, and liabilities its obligations.

Presentation 

Disclosure
Financial   statements are   properly classified and disclosed. 

reasonableness Results should be reasonable.



 
 
 

14 
 

2.2.1.2. The measure of internal control 

Internal Controls are to be an integral part of any organization's financial and business 

policies and procedures. Internal controls consist of all the measures taken by the 

organization for the purpose of protecting its resources against waste, fraud, and 

inefficiency, ensuring accuracy and reliability in accounting and operating data, securing 

compliance with the policies of the organization; and evaluating the level of performance 

in all organizational units of the organization. the main responsibility of the internal control 

in local government covers ensuring full protection of council’s assets, ensuring proper 

utilization of council’s resources, proper authorization of revenue and expenditures, proper 

expenditure monitoring, removal of any misconduct in finance. MINECOFIN, (2013) the 

Internal Audit Department is the custodian of these ICS to ensure that these measures are 

adhered to, so as to improve financial performance in Public Institutions. 

The responsibilities of the internal audit (IA) is increasing with the sophistication of the 

economy and the business of organizations. From these responsibilities we can list 

examination of Accounts to determine their accuracy and reliability, review the company’s 

policies, operations and procedures to agree with expectation and standards, establish and 

programmer adequate accounting system and effective forms of control providing advice 

to management in respect to the changes in the economy, and supervise the progress of the 

entity.  

 

In Public institutions the sophistication has brought changes such as the integrated financial 

management system which requires sophistication in determining the accuracy and 

reliability of these accounts and providing advice to management in respect to the changes 

to improve financial performance. The committee of sponsoring organization of the Tread 

way Commission (KPMG, 2013))identified  five interrelated components of internal 

controls as: 

 2.2.1.2.1. Control environment 

Components of internal control The control environment describes a set of standards, 

processes, and structures that provide the basis for carrying out internal control across the 
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organization(Foster, 2019).The control environment set the quality of an business, 

influencing the control realization of its people. It is the basis for all other components of 

internal control, providing discipline and structure Roger (2009. Control environment 

actors include the integrity, ethical values and competences; management ‘s philosophy 

and operating style; delegation of authority and responsibility; human’s resources policies. 

 KPMG, (2013) the control environment is the set of standards, processes, and structures 

that provide the basis for carrying out internal control across the organization. The board 

of directors and senior management establish the tone at the top regarding the importance 

of internal control including expected standards of conduct. Management reinforces 

expectations at the various levels of the organization. The control environment comprises 

the integrity and ethical values of the organization; the parameters enabling the board of 

directors to carry out its governance oversight responsibilities; the organizational structure 

and assignment of authority and responsibility; the process for attracting, developing, and 

retaining competent individuals; and the rigor around performance measures, incentives, 

and rewards to drive accountability for performance. The resulting control environment 

has a pervasive impact on the overall system of internal control. 

 Thomas, (2007), the control environment is concerned with the actions, policies and 

procedures that reflect the overall attitude, top management, directors and owners of an 

entity about internal control and its importance. The control environment factors are 

governance, ethical value and integrity, management operating style, competence, 

organization structure, human resources procedures and practices. The control 

environment factors are governance where the leadership actions and tone established and 

practiced by the governing body can have a profound impact on how the employees of the 

organization performs their responsibilities, which in turn affects the achievement of the 

organization’s mission. And vision. Ethical values and integrity where ethical value are the 

standards of behavior that form the framework for employees conduct. Management 

encourage integrity by establishing and publishing a code of conduct, rewarding 

employees’ commitment to the organization’s ethical values, establish method of reporting 

ethical violations and consistently enforcing disciplinary practices for all ethical valuation. 
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2.2.1.2.2. Risk assessment 

It forms the basis for determining how risks will be managed. A risk is defined as the 

possibility that an event will occur and adversely affect the achievement of organizational 

objectives. Risk assessment requires management to consider the impact of possible 

changes in the internal and external environment and to potentially take action to manage 

the impact(Foster, 2019). 

Every entity faces a variety of risks from external and internal sources. Risk is defined as 

the possibility that an event will occur and adversely affect the achievement of objectives. 

Risk assessment involves a dynamic and iterative process for identifying and assessing 

risks to the achievement of objectives. Risks to the achievement of these objectives from 

across the entity are considered relative to established risk tolerances.(KPMG, 2013) 

Risk assessment is the identification and study of reverent risks that threaten the 

accomplishment of objectives; A risk assessment in organization is a careful examination 

of what could cause harm to operations, public institutions must take precautions to prevent 

harm from happening. When risks are well known, necessary control measures are easy to 

apply. In risk assessment, you need to assess which operations might be harmed and then 

place the best way of managing the risk. Think about what controls organization have in 

place and how the work is organized. Improving internal control need not cost a lot. Failure 

to take simple precautions and corrections can cost an organization a lot more if fraud 

happens.       
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2.2.1.2.3. Control activities 

Control activities are actions (generally described in policies, procedures, and standards) 

that help management mitigate risks in order to ensure the achievement of objectives. 

Control activities may be preventive or detective in nature and may be performed at all 

levels of the organization(Foster, 2019) 

Control activities are the actions established through policies and procedures that help 

ensure that management’s directives to mitigate risks to the achievement of objectives are 

carried out. Control activities are performed at all levels of the entity, at various stages 

within business processes, and over the technology environment. They may be preventive 

or detective in nature and may encompass a range of manual and automated activities such 

as authorizations and approvals, verifications, reconciliations, and business performance 

reviews. Segregation of duties is typically built into the selection and development of 

control activities(KPMG, 2013) 

The following are the examples of such controls: procedures for transaction authorization, 

transaction verification, and segregation of duties, system access passwords, tendering 

processes, bank reconciliation, and monthly review of budget execution reports, “imihigo” 

performance review (Minecofin ,2013).  

Transaction in a business environment requires approval and authorization by an 

appropriate Officer and authorization limit be clearly specified. Control activities in this 

category are designed to provide reasonable assurance that all transactions are within the 

limit set by policy or appropriate officials have granted that exceptions to policy. In a 

municipal urban council approval and authorization is one of the internal control measures 

in place, user departments generate request for funds through the head of finance to the 

chief executive for approval before any transaction takes place. This is to ensure that errors 

and frauds are detected and prevented, since no single individual controls the transaction 

from its initiation to completion. 

2.2.1.2.4. Information and communication 

 Obtained or generated by management from both internal and external sources in order to 

support internal control components. Communication based on internal and external 
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sources is used to disseminate important information throughout and outside of the 

organization, as needed to respond to and support meeting requirements and expectations.  

The internal communication of information throughout an organization also allows senior 

management to demonstrate to employees that control activities should be taken seriously 

(Foster, 2019) 

Information is necessary for the entity to carry out internal control responsibilities to 

support the achievement of its objectives. Management obtains or generates and uses 

relevant and quality information from both internal and external sources to support the 

functioning of other components of internal control. Communication is the continual, 

iterative process of providing, sharing, and obtaining necessary information. Internal 

communication is the means by which information is disseminated throughout the 

organization, flowing up, down, and across the entity. It enables personnel to receive a 

clear message from senior management that control responsibilities must be taken 

seriously. External communication is twofold: it enables inbound communication of 

relevant external information, and it provides information to external parties in response to 

requirements and expectations. (KPMG, 2013) 

 According to Minecofin,(2013) this entails the reliability and timeliness of reported 

information, the frequency of internal communication regarding the need and objectives 

effective internal controls in the entity, and the effectiveness of the mode of communication 

and reporting practices in the entity. This component encompasses the identification and 

flow of information within an entity in a way that enable people to perform their duties and 

responsibilities. 

2.2.1.2.5. Monitoring 

Monitoring are periodic or ongoing evaluations to verify that each of the five components 

of internal control, including the controls that affect the principles within each component, 

are present and functioning. around their products (Foster, 2019). 

 Internal controls need to be monitored which is a process that assess the quality of the 

system’s performance overtime. Managers should have high level of knowledge of an 
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organizational activity and closely involve in operations which positions them to identify 

variances from expectation and potential inaccuracies in reported financial information.  

This is entails how well management monitors implementation of controls over time. 

Continuous monitoring helps to identify poorly designed or ineffective controls. 

Five components of internal control are applicable to all entities, but how they are 

configured with an entity will depend on several factors among them are as follows, the 

size of an entity its organization and ownership characteristics, the business nature 

applicable rules and regulations of its operations. 

2.2.1.4. Relationship between Components of Internal control and Objective 

A direct relationship exists between objectives, which are what an entity strives to achieve, 

components, which represent what is required to achieve the objectives, and the 

organizational structure of the entity (the operating units, legal entities, and other). The 

relationship can be depicted in the form of a cube(KPMG, 2013). 

Figure 1: COSO CUBE 

 

Source: COSO 2013 

The three categories of objectives, operations, reporting, and compliance are 

represented by the columns. The five components are represented by the rows; an entity’s 

organizational structure is represented by the third dimension. 
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2.2.2. Financial performance 

Public sector entities do not exist to generate a financial return on investment rather to 

provide public services and goods as determined through political process in an effective 

and efficiency manner (Dabla-Norris et al., 2011).The principal purpose of the public 

entities is to provide services that enhance or maintain the wellbeing of the public. 

Organization, be public sector entities or private, apply a variety of measures in their 

routine operations to ensure that their objectives are met, that financial reporting is of 

required quality, timing and that rules and legislations are followed. Such measures include 

expenditure controls to ensure compliance with the budget, segregation of duties to lower 

risk of error and fraud. Financial performance discusses to the point to which financial 

goals being or have achieved and is an important aspect of finance risk management. It is 

the process of measuring the results of a firm's policies and operations in monetary, 

financial Performance Report is a summary of Financial Performance of an organization. 

Public institution does not exist to generate a financial return on investment but rather to 

provide public services and good as determined through political process in an effective 

and efficient (Dabla-Norris et al., 2011) 

2.2.2.1. Financial performance measures  

Performance is measured by either objective or subjective criteria; argument for subjective 

measures includes difficulties with collecting qualitative performance data from small 

firms and with reliability of such data arising from differences in accounting methods used 

by firms. 

First, models based on the two conceptual views of financial performance are compared 

and evaluated against accountabilities. Then, a hybrid alternative is compared and 

evaluated against the accountabilities. Ideally, the model chosen would, help to resolve 

issues regarding the measurement of financial performance in public sector that gives rise 

to the project; increase the degree of accountability demonstrated in public sector financial 

statement through meeting the identified financial statement accountabilities; and increase 

the clarity of presentation and understanding of financial performance and financial 

position of a public sector entity. 
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2.2.2.1.1 Reliable Accountability 

 Accountability is a concept of ethics and governance with several meanings. This concept 

is similar to responsibility, answerability, blameworthiness, and liability. As an aspect of 

governance it has been central to discussions related to problems in the Public sector. In 

Rwanda, the Auditor General reviews financial statements of all public entities and 

forwards the report to the Parliamentary. Accountability is a type of relationship that comes 

to existence when an obligation is taken on by an individual such as to assume a role or 

discharge a task. 

2.2.2.1.2. Profitability ratios  

Profitability ratio normally composed by two main categories: margins and returns. The 

most important most profitability ratios are: 

Gross profit margin how much money is made after direct costs of sales have been taken 

into account or the contribution as it is also known. Operating expenses margin lies 

between the gross and net measures of profitability. Overheads are taken into account, but 

interest and tax payments are not. For this reason, it is also known as the EBIT (earnings 

before interest and taxes) margin. 

Net profit margin is a much narrower measure of profits, as it takes all costs into account, 

not just direct ones. All overheads, as well as interest and tax payments, are included in the 

profit calculation. 

Return on capital employed calculates net profit as a percentage of the total capital 

employed in a business. This allows you to see how well the money invested in your 

business is performing compared with other investments you could make with it, like 

putting it in the bank. 

2.2.2.1.3. Liquidity ratio 

Assessing your ability to meet your short-term financial obligations. 

Cash ratio compares the amount of cash and investments to short-term liabilities. This ratio 

excludes any assets that might not be immediately convertible into cash, especially 

https://www.accountingtools.com/articles/2017/5/16/cash-ratio
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inventory. Quick ratio same as the cash ratio, but includes accounts receivable as an asset. 

This ratio explicitly avoids inventory, which may be difficult to convert into cash. 

Current ratio compares all current assets to all current liabilities. This ratio includes 

inventory, which is not especially liquid, and which can therefore mis-represent the 

liquidity of a business 

Though it can be useful to engage in liquidity ratio analysis, the results can lead one to be 

overly optimistic or pessimistic about a potential borrower or creditor, for the following 

reasons: 

Timing there may be a cash inflow or outflow that falls just outside of the requirements of 

a ratio (being stated as a long-term asset or liability) that could have a severe impact on the 

target entity. For example, there may be a balloon payment on a loan that is due in just over 

one year, and so is not classified as a current liability. 

Seasonality the balance sheet information upon which these ratios are based may be 

entirely different in a few months, if the entity is subject to seasonal influences. 

Bad debts and obsolescence the accounts receivable and inventory in different versions of 

the liquidity ratios can include varying amounts of assets that will never be converted into 

cash. 

If so, they will skew the results of these ratios.  

2.2.2.1.4. Solvency ratio 

 The debt to equity ratio is a financial, liquidity ratio that compares a company’s total debt 

to total equity. The debt to equity ratio shows the percentage of company financing that 

comes from creditors and investors. A higher debt to equity ratio indicates that more 

creditor financing (bank loans) is used than investor financing shareholder solvency ratio 

measuring your long-term debt against your assets and equity to determine your financial 

stability. 

The equity ratio is an investment advantage or solvency ratio that measures the amount of 

assets that are financed by owners’ investments by comparing the total equity in the 

company to the total assets. Debt ratio is a solvency ratio that measures a firm’s total 

liabilities as a percentage of its total assets. In a sense, the debt ratio shows a company’s 

https://www.accountingtools.com/articles/2017/5/16/quick-ratio-acid-ratio-liquidity-ratio
https://www.accountingtools.com/articles/2017/5/16/current-ratio
https://www.accountingtools.com/articles/2017/5/11/balloon-payment
https://www.myaccountingcourse.com/financial-ratios/financial-leverage-ratios
https://www.myaccountingcourse.com/financial-ratios/solvency-ratios
https://www.myaccountingcourse.com/financial-ratios/solvency-ratios


 
 
 

23 
 

ability to pay off its liabilities with its assets. In other words, this shows how many assets 

the company must sell in order to pay off all of its liabilities. 

2.2.2.2 Rwanda financial system 

Significant progress has been made in reforming the financial system since initial 2005 

financial sector assessment program (FSAP) improving the stability structure and 

efficiency of the financial system modernizing financial sector registration and 

infrastructure and strengthen the framework for monitoring systematic risk. The banking 

sector has recovered from a period of restructuring and cleaning up legacy problem. The 

financial face few challenge affecting financial stability and development posed in 

particular by the agenda to improve access to finance and provide more long term financing 

to the economy.  

In recent years the government of Rwanda has made impressive progress in rebuilding its 

public financial system, which like so much of the country was largely destroyed during 

genocide and civil war of 1994. However, much remain to be achieved before Rwanda can 

claim to have a coherent, modern and effective PFM system auditable consolidated public 

accountant have been produced since 2007 and various audit of individual ministries and 

agencies have identified as the on major concern the existence of divers and inadequate 

accounting practice across government.  

At the national level government has undertaken a number a number of major focusing 

from 1997 on stretching the legal and institution framework major reform have taken place 

between 1997 and 2004, with establishment of government institution that control if 

organization fulfil suitably their mission and participate to spread the compliance of rules 

good practice such as planning reporting and delivering good service the ministry of 

finance and economic planning are responsible for overall public financial management. 

Their issue guard line for budgeting submission preparation and reconciliation of receipt 

and payment account, planning and asset management. The consolidated financial 

statement is based on the financial statement prepared and submitted by the individual 

budget agency.  
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2.3. The relationship between internal controls and financial performance. 

Internal control comprises five components: control environment, the entity’s risk 

assessment process, the information and communication systems, control activities and the 

monitoring of control (Foster, 2019). However, for purpose of this study the research will 

narrow on three components of internal controls.  

According to (Foster, 2019) the commission further added that internal control is a 

management tool used to provide reasonable assurance that the public sector organization’s 

objectives are being achieved efficiently. 

It is therefore worth noting from the above that properly instituted internal control will 

ensure completeness of all transactions undertaken by an entity; that the entity’s assets are 

safeguarded from theft and misuse; that transactions in the financial statement are stated at 

the appropriate amount; that all assets in the financial statement do exist; that all the assets 

in the financial statement of the company are revalued regularly and recoverable amounts 

stated and transactions are presented according to the Generally Accepted Accounting 

principles. 

2.4. Conceptual framework 

An effective internal control, the five components of environment work to support the 

achievements of an entity’s mission, strategies, and related business objective (Foster, 

2019). 

This section will focus on how the independent variable relate to the dependent variable  
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 INDEPENDENT                                                         DEPENDENT VARIABLE 

   VARIABLES                                                             FINANCIAL PERFORMANCE      

 

                                               

Figure 2: Conceptual Framework 1 

Source: Self-conceptualization from the literature review 

2.5. Empirical Literature Review 

KAMAU CAROLINE NJERI, (2014) shown a research on special effects of internal 

control on financial performance in an organization. In his research he examined and was 

sought to found the connection among internal controls and financial performance in an 

organization of Uganda. Internal controls were looked at from the perspective of Control 

Environment, Internal Audit and Control Activities whereas Financial performance 

focused on Liquidity, Accountability and Reporting as the measures of Financial 

performance. 

The Researcher set out to establish the causes of persistent poor financial performance from 

the perspective of internal controls. The study established a significant relationship 

between internal control and financial performance. (Njanike, Mutengezanwa, & 

Gombarume, 2011) assessed factors that influence the internal controls in ensuring good 

corporate governance in financial institutions in developing economies with special 

reference to Zimbabwe. The research paper assessed how lack of internal controls affected 

good corporate governance and aimed to bring out elements of good corporate governance. 
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It emerged that failure to effectively implement internal controls contributed significantly 

to poor corporate governance 

 Njiru,( 2016) his study   was about the effect of internal controls on financial performance 

of public water companies in Kenya. His research objective was to establish the effect of 

segregation of duties on financial performance of public water companies in Kenya, to 

determine the effect of cash reconciliations on financial performance of public water 

companies in Kenya, to evaluate the effect of inventory audits on financial performance of 

public water companies in Kenya.Ssekajugo, (2014) their research was about Performance 

of Public Institutions in Ngororero District, North Western Rwanda. The research paper 

indicated that the level of performance of public institutions in Ngaruroro district was also 

found to be high. This was ascertained by the average mean of 2.62 which according to 

mean legend deciphers a high level of performance. Significant difference in the level of 

performance among different public institutions in Ngaruroro district was also noticed to 

be extant.  

 

2.6. Gap analysis 

Most researchers have only shown that internal control helps an organization to reduce 

inefficiency and risks, improve the reliability of financial reporting to building trust and 

confidence of the stakeholders, the study found those now days, the embezzlement of funds 

from public institutions is more common due to lack of accountability and lack of 

commitment of accounting. The researchers in their previous studies have shown that ICS 

is a positively significant for good financial performance in the public institutions. 

2.7. Summary of Literature Review  

Thus, there is essential to create the relationship between the internal control performances 

of Public organizations of Rwanda. It can be determined from components of internal 

control that Control Environment, Control Activities, Risk Assessment, Information and 

Communication and Monitoring are important of financial performance. 
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CHAPTER THREE 

RESEARCH METHODOLOGIES 

 

This part defines the research methodology of the study that was used to attain the objective 

of the study. The research methodology refers to a set of methods and principle that are 

used when studying a particular kind of work. In order to collect useful information which 

allows discussing and answering the research question, the researcher used various 

methods and techniques.  This chapter presents a detailed description of the research 

methodology that used in gathering and analyzing the data on the internal control and 

financial performance financial in Public Institution in Rwanda, in RSSB.This chapter were 

covered the research design, study population identification, sampling procedure data 

gathering, operational definition of variables, methods of data analysis. It is guideline help 

the research to think about which instruments to be used in data collection that ensure 

relevant information to the research. 

3.1. Research Design 

A research design is a plan and strategy of assessment in order to collect data. and to obtain 

answers to research questionnaires. 

In study, used a descriptive research. Researcher choose a survey research design because 

is usually concerned with describing a population with respect to important variables with 

the major emphasis being establishing the relationship between the variables.  

3.2. Population identification of the study 

 A population is defined as the totality of persons or objects which a study is concerned 

(Grinnel & William 1990) Population is all elements, individuals, or units that meet the 

selection criteria for population to be studied, and from which a representative sample is 

taken for detailed examination.   

 H Nuzul Azam, (2012) observation people as the great gathering of all subjects from where 

a sample is drawn.  Based om Auditor General Report (2017) in Rwanda there is 165 Public 

Institutions, some of them are financial institutions including RSSB which is pension 

scheme. In Rwanda there is one public pension fund, the Rwanda Social Security Board 
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and around 40 private pension scheme. In this study,The population was 180 employees 

work in RSSB headquarter. 

the target population refers to employees work in department of finance and in internal 

audit in institutions of RSSB.The population of this study is 180 employees work in RSSB 

headquarter. 

3.3. Sampling procedure 

 Joy owango, (2014), a sample is a subset of population under study; the author argues that 

the results obtained from this sample are considered the same as those that would have 

been obtained if the study had been administered to the whole population. 

In this study no need to calculate sample size because RSSB is only one public pension in 

public institution. Simple size of this study was 30 employees in financial department and 

internal audit. Under the study, the most suitable technique was purposive sampling. 

Purposive technique enabled the researcher to choose respondents basing on the fact that 

they have desirable characteristic and variables related to the issue being studied (Kothari 

,2004). The type purposive sampling of non-probability sample based on characteristics of 

a population that are of interest and the objective of the study, which enables the researcher 

to answer the research questions. Purposive sampling therefore saves on time and resources 

that the researcher used to collect the information.  

3.4. Data collection 

 The data collection depends on the kind of data to be collected. In this study both primary 

and secondary data were used. A number of closely related operations which are performed 

with the purpose of summarizing the collected data and organizing these in such a manner 

that they answer researcher questions data were analyzed using both qualitative and 

quantitative techniques. Data analysis included checking, editing, coding, classification 

and tabulation of collected data so that they could be analyzed into information. Analysis 

of data involves using descriptive statistics to enable the researcher derive meaningful 

description and distribution of scores. 

Measures of central tendency were used to get the average scores (mean), so as to determine 

the average number of respondents per item on the questionnaire. Standard deviation was 
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used to measure the validity of scores from the mean in the distribution. The numerical tool 

that was used in the study is numerous regression. It was used to find out the influence of 

internal control on financial performance. Regression study was used to show out with 

expressing relationship of independent variable (control environment, risk assessment, 

control activities, communication and information, monitoring) and dependent variable 

(financial performance of RSSB). Analysis using the Statistical Package for Social 

Sciences (SPSS version 20) program was used. SPSS was used because of its simplicity 

and comprehensiveness in analyzing quantitative data. Data collection instruments as the 

tools to be used to gather data. In order to collect data about internal controls and financial 

performance in RSSB, the 

Following instruments were used questionnaire and interview schedule will administrate 

to the staff of RSSB The quality of the data collection instruments was assessed through 

validity and reliability of the instruments. Validity refers to the extent to which an 

instrument measures what it purports to measure. Triangulation was used in this study to 

ensure validity of the research findings. A pilot study was carried out on a group of staff 

members who were excluded from the real study so as to ensure that the instruments to be 

used (questionnaires and interview guides) were clear and not having ambiguity 

 

Data collected by using primary and secondary data gathering methods. 

3.4.1. Primary data   

Primary data were collected fundamentally through planned questionnaires, data collected 

as result of investigation. The survey was basically conducted using questionnaires. During 

the research, primary data were used to obtain from the sample elements relevant 

information concerning the whole people under the study. The questionnaire was addressed 

to the staff financial and internal auditor of RSSB headquarter.  

3.4.1.1. Questionnaire 

A questionnaire is a set of questions to which respondents’ recorded their answers as 

administered. This method was appropriate for the research because the filled 

questionnaires can be used for future reference. Questionnaires retrieved 

Rwanda Social Security Board: -Finance 14 



 
 
 

30 
 

                                                   -Internal Audit 16 

Written questions prepared by the researcher about the problems under investigation based 

on 

The research objectives of the study were given to respondents. The questionnaires was 

Closed ended 

3.4.2. Secondary data 

Secondary data on the other hand were gather through review of available documentation 

such as audit reports, finance and administrative procedures and policies manuals, text 

books, reports as well as journals. The source of the secondary data was from the record of 

RSSB financial report relevant to research. 

3.4.2.1 Document reviewing 

This involved reviewing various documents with information related to the area of study. 

It involved reviewing publications, journals, textbooks and internet information such as 

Auditor General Report, financial statement of RSSB, website of RSSB. 

3.5. Methods of Data Analysis  

3.5.1 Mean and Standard deviation 

Table 2:  Mean interpretation 

 

Statistical Package for Social Sciences (SPSS) version 20.0 will be used as an aid to 

analysis. SPSS is preferred because of its ability to cover a wide range of most statistical 

and graphical data analysis and is attic. 

 

 

Mean interpretation Range

 Strong agree 1-1.25

Agree 1.25-1.80

 Strong disagree 1.80-2.25

Disagree 2.25-4
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3.5.2. Regression analysis 

 In order to determine the relationship between internal controls and financial performance, 

a multiple regression will conduct to establish the relationship that existed between three 

independent variables of internal control and the dependent variable financial performance.  

Specifically, the regression model in this study was Y= ß0+ 

ß11+ß2X2+ß3X3+ß4X4+ß5X5ß+Є,  

Where Y=Financial performance X1=control environment, X2=risk assessment, 

X3=control activities, X4=Information and communication, X5=Monitoring, Є=Error 

term.  

 

.3.6. Ethical consideration 

I strictly adhered to the professional ethical conduct of research. Appointments were made 

with the respondents through local authorities, and interviews were conducted with utmost 

secrecy and confidentiality. I maintained close relationship with the respondents. 

The goal of ethics in research is to ensure that no one is harmed or suffers adverse 

consequences from the research activities. 
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CHAPTER FOUR 

DATA ANALYSIS PRESENTATION, INTERPRETATION 

This chapter was cover basic techniques and tools for data collection and analysis.  The 

chapter included the Data presentation analysis and interpretation 

The study was decided to be conducted in the headquarter of RSSB area, due to easy of 

availability of information and cost saving from the researcher 

The result is presented and interpreted in accordance with the research objectives. 

4.1. Unit analysis 

The researcher went to the field of research (RSSB) to distribute the questionnaires. The 

study conducted in the finance department and internal audit and from each department the 

researcher picked 14 personnel in department of finance and 16 personnel for internal audit. 

The research adopted such analysis to avoid the cost structure during his study and time 

constraints, each sample enabled to provide the appropriate and sufficient information for 

the data collection, because the researcher used appropriate technique for selecting the 

sample for the purpose of data collection and analysis. 

4.2 Response Rate  

The study sought to collect data from 20 respondents, a total of 20 respondents‟ responded 

constituting 100% of the respondent’s rates. The study was related to internal control and 

financial performance on public institutions. Case study RSSB 

4.3. Data presentation analysis and interpretation 

The chapter include analysis of data collected from the field by use of questionnaires, 

interpreted the resultant of the study and results based on collected primary data and 

information from the respondents, the analysis and interpretations are provided after each 

table, always taking into consideration the initial research question. The respondents were 

invited to participate in the study trough a covering a letter explaining the main purpose of 

the study. The respondent was show Internal controls and financial financial performance 

in public Institution. 
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Accompanying table with short explanation make the matter clearer and understandable. 

Four-point Likert was used in this study as it is very simple and clearer than other scales. 

4.3.1. Presentation of RSSB 

4.3.1.1. RSSB mission 

“To provide high quality social security services, ensure efficient collection, benefits 

provision, management and investment of members’ funds.” 

4.3.1.2. RSSB vision 

“To envision a comprehensive social security system that addresses the social security 

needs of all Rwandans” 

4.3.1.3. RSSB corporate values 

In trying to achieve our vision and mission, we serve with empathy, creativity, integrity 

and determination by following the ICARE principles: 

  Integrity 

  Collaboration 

  Accountability 

  Respect 

  Excellence 

4.4. Data presentation, interpretation and analysis  

4.4.1. Descriptive statistics 

General information of respondents. 

Gender characteristics of respondents.  

The study examined and described the gender details of respondents. 
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Table 3:  Gender characteristics of respondents  

    

 Source: field data,2019 

The table 3 indicated that respondents according to their gender distribution there both 

males and females The results imply that RSSB employs both male and female and this is 

good indicator of fairness the researcher consider the gender in this study as to see if there 

are gender equality in RSSB as we know gender equality denotes women having the same 

opportunities in life as men, including the ability to participate in the public sphere. 

Table 4:  Experience of respondents 

 

Source: field data,2019 

The table 4 and figure below showed that 71.9% have experience of six years and above in 

RSSB, a percentage of 18.7% have experience between three years and five years.  

Followed by a percentage of 9.4% who have between one and three years of experience 

This may have an impact on performing duties related to finance and internal audit unit. 

To build long term performance of any organization, experience must engage across the 

services and learn about community needs and initiatives that serve all experience. 

Experience of employees in working within public institution help effectively the 

organization performance. 

Education characteristics of respondents. 

Details about the education levels of respondents were obtained and the results and 

revealed in table below 

Frequency Percent

male 18 56.3

female 14 43.8

Total 32 100.0

Valid
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Table 5 : Education characteristic of respondents 

 

Source: field data,2019 

Education is the most important input for planning purposes, generally, the education 

facility influences proper performance of an individual and any other occupational. 

The table 5 reveals that above that the majority of respondents involved in internal control 

in RSSB holds bachelor degree, this means that the respondents are adequately 

academically qualified in the field of finance, accounting this indicated by a percentage of 

62.5% followed by 37.5% represent who hold Master’s degree. There are no illiterate 

employees in RSSB. 

Internal controls 

This section answers objective one of the researcher. The study sets one of its objectives 

to critically analyze and reveal how the Internal control of the Institution actually perform, 

and details are presented in the fallowing table 

The respondents were requested to determine internal controls system and financial 

performance in RSSB four point Likert scale. 

  

Frequency Percent

Masters 

and above

12 37.5

Degree 20 62.5

Total 32 100.0

Valid
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Table 6:  Effect of Control Environment on financial performance 

                                             

CONTROL ENVIRONMENT   N=30  Mean Std.  

RSSB is committed to competence in the requirements of 

particular jobs and in translating those requirements into 

knowledge 

 1.28 
0.634 

Deviation 

The entity assigns authority and responsibility to provide a basis 

for accountability and control. 
 1.31 0.471 

RSSB’s Employees are committed to following an organization’s 

policies, procedures, its ethical and behavioral standards. 
 1.41 0.499 

Appropriate Disciplinary action is taken when an employees does 

not comply with policies and procedures 
 1.41 0.665 

 

Source: Primary data, 2019 

The above table are details of the measures of effectiveness of the control environment 

under different key statements obtained from the respondents.  

 

The results from the table above shows that the respondents provided that in RSSB is 

committed to competence in the requirement of particular job. This indicated by (M=1.28, 

S. D=0.634) were agreed with the statement.  

The respondents agreed that RSSB assigns authority and responsibility to provide a basis 

for accountability and control as indicated by the mean M=1.31, S. D=0.471, According to 

above findings, respondent agreed that RSSB ‘s employees are committed to following an 

organization's policies and procedures and its ethical and behavioral standards, indicated 

by a mean of 1.41, S. D=0. 499.By institutions a comprehensive set of policies and 

procedures, making that each employees accountable for ethical behavior and adherence 

to lows ensures that transactions occur in a reliable way. 

From the above table the respondents agreed that appropriate disciplinary action is taken 

when an employee does not comply with policies and procedures or behavioral standards, 

indicated by Mean of 1.41, S. D=0.499. Respondents also agree that the institution has an 

accounting and financial management system in place (M=1.05, S. D=0.224). This shows 

that they generally agree about the existence of accounting software and finance 

management system in RSSB. 
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From, the above findings, it is evident that the RSSB focus on control environment as one 

of the functionality of internal controls of the organization that affect the financial 

performance of Public Institutions in Rwanda. 

TABLE 7:  Effect of Risk assessment on financial performance 

  

RISK ASSESSMENT N=30   Mean 
Std. 

Deviation 

 Management need to determine the level of operational, financial 

and compliance risk they are willing to assume 
  1.31 0.471 

        

RSSB’s risk assessment process involves the   identification, 

analysis, and management of the risks of material misstatement of 

the financial statements 

  1.22 0.42 

Management evaluates and mitigates risk appropriately   1.28 0.444 

Management defined appropriate objective for the organization   1.41 0.499 

Management has established practices for the identification of 

risks affecting RSSB 

      

  1.34 0.483 

Source: Primary data, 2019 

The result from in the above table, the respondents has confirmed that management need 

to determine the level of operational, financial and compliance risk they are willing to 

undertake indicated by M=1.31, S. D=0.471, implying that they agree with the statement. 

From above findings in the table, respondent agreed that RSSB’s risk assessment process 

involves the identification, analysis the risks of material misstatement of the financial 

statements showed by M=1.22, S. D=0. 420.The respondents agreed that management 

evaluate and mitigates risks appropriately, this showed by M=1.28, S. D=0.444, agreed 

with the above statement. The findings indicate that respondents were agreed that 

management defined appropriate objective for the organization, this showed by M=1.41, 

S. D=0.499  

 According to COSO,( 2009) Risk assessment, every entity, regardless of scope, faces a 

diversity of risks from both internal and external sources that must be appraised and 

answered to. By considerate the diverse kinds of risk and possible answers, senior 

supervisor is well organized for the day when direct reply is wanted. Risk assessment is 



 
 
 

38 
 

the identification and examination of appropriate risks to attain goals, form a basis for 

determining how to manage the risk and the appraisal of the answer. General information 

of respondents collected in the research was helpful in compiling the picture of the 

management level of education, experience and the gender. 

Table 8 : Control Activities 

Control activities N=30   Mean 
Std. 

Deviation 

Duties are segregated among different people to reduce the risks 

of error inappropriate action. 
  1.41 0.665 

Department have budget review  where actual expenditure is 

compared with budget expenditure 
  1.34 0.489 

Management specifies activities or transaction that needs 

supervisory approval before they are performed or executed by 

employees. 

  1.406 0.499 

Management has identified individuals who are responsible for 

coordinating the various activities within the entity 
  1.22 0.42 

RSSB has Physical Security.   1.41 0.41 

Source: field data,2019 

The findings indicated that the respondents agreed with statement regarding 

responsibilities are separated between diverse persons to diminish the risk of error or 

incorrect action, this indicated by M=1.25, S. D=0.444 .In the table above the respondents 

agreed that duties are segregated among different people to reduce the risks of error 

inappropriate action, indicated by M=1.41, SD=0.665, the respondent agreed that 

management specifies activities or transactions that need supervisory approval before they 

are performed or executed by employees, indicated by M=1.34, S. D=0.489 

The findings from above table agreed that department have budget review where actual 

expenditure is compared with budget expenditure, this indicated by a percentage of 

M=1.34, S. D=0.489 

 From the above information, the respondents agreed that managing has identified 

individuals who are accountable for directing the various actions within the entity, this 

indicated by a M=1.22, S. D=0.420 

Table 8 showed that the respondents were strong agreed that RSSB has Physical Security. 

This indicated by a percentage of M=1.41, S. D=0.41 were agreed this statement 
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Table 9: Communication and Information 

Source: primary data, 2019 

The findings indicated that respondents agreed with statement that  RSSB’s management  

communicates the information necessary for employees, this showed by 

M=1.41,SD=0.665,the respondent agreed that the quality of data generated by RSSB’s 

information systems is critical to the organization’s operations and achievement this 

leveled by a M=1.47, S. D=0.671 

 Respondents agreed with statement that communication relates to providing a clear 

understanding of financial reporting and safeguarding controls, how they work, this 

indicated by M=1.47, S. D=0.499 

The table above showed that, the respondents agreed that, external and internal information 

obtained from the information systems provide management with necessary reports on the 

RSSB’s performance relative to ensuring reliable financial reporting and safeguarding of 

assets, this indicated by a M=1.34, S. D=0.473 this indicate that even though information 

is necessary, all public institutions have implemented this practice of communication. This 

therefore, positive impacted on the financial performance of some Institutions in Rwanda. 

The respondents were agreed that the communication helps to evaluate how well guidelines 

and policies of RSSB are working and being implemented. Communication helps to 

evaluate how well guidelines and policies of RSSB are working and being implemented. 

Communication and information  N=30   Mean 
Std. 

Deviation 

. 

  1.41 0.665  RSSB’s Management communicates the information necessary for 

employees to RSSB has Physical Security. 

Communication relates to provide a clear understanding of financial 

reporting and safeguarding controls ,how they work. 
  1.47 0.499 

The quality of information generated by RSSB’s information system 

is critical to the institution’s operation and success. 

  1.47 0.671 

      
       

External and internal information attained from the information 

systems provide management with necessary reports on the RSSB’s 

performance relative to safeguarding dependable financial reporting 

and protection of assets. 

  1.34 0.483 

Communication helps to evaluate how well guidelines and policies 

of RSSB are working and being implemented. 
  1.28 0.634 
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Table 10: Monitoring and Financial Performance 

.Monitoring  N=30 N Mean 
Std. 

Deviation 

Monitoring process helps ensure that control activities and 

other planed actions affect financial performance. 
 1.34 .665 

RSSB’s monitoring process assess the quality of an 

organization’s internal control over time. 
 1.41 .471 

     

Management focus their  effort on  high risk area  1.28 0.634 

 They are periodic monitoring activities, such as self –

assessment by various department and internal audit 

appraisals in RSSB. 

 1.34 .483 

Source: field data,2016 

The findings from above table indicated that respondent agree that Monitoring process 

helps ensure that control activities and other planed actions affect financial performance, 

indicated by M=1.31, S. D=0.665 agreed with the statement. 

The above table indicated the respondents were agreed this statement regarding that 

RSSB’s monitoring process evaluates the excellence of an institutions ‘internal control 

over time, this indicated by M=1.41, S. D=0.471 

From information in above table the respondents agreed that Management focus their effort 

on  high risk area This revealed by M=1.28, S. D=0.634 From table above, respondents 

were agreeing with statement regarding They are periodic monitoring activities, such as 

self –assessment by various department and internal audit appraisals in RSSB as reflected 

by M=1.34, S. D=0.483. 

  



 
 
 

41 
 

Table 11: Organization’s financial performance  

 

Financial performance   N=30  Mean 

Std. 

Deviatio

n 

        

RSSB maximize performance in terms of revenue and 

operating margins, and increase stakeholder’s value 
 1.25 .410 

RSSB has Monthly  bank reconciliation for all cash accounts   1.41 .487 

RSSB comply with all the rules and regulations.  1.34 .470 

RSSB’s financial statements all aim to provide an overview of 

an organization’s performance and position at a given point in 

time. 

 1.22 .684 

the financial transaction (income and expenditure) are 

recorded on daily basis 
 1.34 .499 

 

Source: field data 

 

This section related to financial performance of Public Institutions in Rwanda was 

examined by analyzing data collected under dimensions of financial performance. 

From the findings in above table, respondents strong agreed that, RSSB maximize 

performance in terms of revenue and operating margins, and increase stakeholder’s value 

This showed by M=1.25,SD=0.410. RSSB has Monthly bank reconciliation for all cash 

accounts  

 This is revealed by a M=1.41, S. D=0.487.This confirmed that monthly matching of 

transactions to check register against bank statement help to keep accurate accounting 

record. If an item is on the books but not appeared on the bank statement, adjustment to 

create reconcile is done 

From the above findings, respondents were agreeing that RSSB’s financial statements all 

aim to provide an overview of an organization’s performance and position at a given point 

in time. This indicated by a percentage M=1.22, S. D=.684.  The respondents were the 

financial transaction (income and expenditure) are recorded on daily basis,this indicated 

by M=1.34,SD=0.499. 

According to (Di Vaio & Varriale, 2018)Performance reviews of specific functions or 

activities may focus on compliance, financial, or operational issues. Reconciliation 

involves cross-checking transactions or records of activity to ensure that the information 
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reported is accurate. For example, revenue and expense activity recorded on accounting 

reports should be reconciled or compared to supporting documents to ensure that the 

transactions are recorded in the correct account and for the right amount. From the above 

table RSSB maximize performance in terms of revenue and operating margins, and 

increase stakeholder’s value, this indicated by M=1.45,. From above finding in table, the 

respondents were agreed that RSSB comply with all the rule and regulations, this it 

indicated by M=1.34, S. D=0. 634. Performance is attempt thought meeting its obligation 

effectively using record of transaction on daily basis and report regularly because managers 

need them to make decisions as reflect by 90%. This means that good internal control is a 

measure of good financial performance in the organization and vice versa. 

 Regression Analysis 

In this study multivariate regression was done to establish the relationship between internal 

control and financial performance of public institutions. The study applied the statically 

package for social sciences (SPSS) to compute the measurements of the multiple regression 

for the study. The analysis was undertaken at 5% significant level. The study evaluated the 

independent variables and the dependent using questions. The findings are provided below:   

Table 12: Model Summary between internal control and financial performance 

Model R R Square 
Adjusted 

R Square 

Std. 

Error of 

the 

Estimate 

1 .957a .916 .757 .250 

a. Predictors: (Constant), communication and information, control activities, control 

environment, risk assessment, monitoring 

Source: Research Findings, 2019  

The table indicate, the model summary of regression analysis, below are the findings in the 

table 

The result in the table above show that the R the correlation coefficient equal to 0.957 

showing a strong relationship between internal control and financial performance in public 
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institution. In statistic R squared tell us the variation in the dependent variable due to 

independent variable. From the above findings, the value of R squared indicate that 

91.6%of the change in financial performance in RSSB is explained by the change internal 

control in order to clarify the percentage of difference in the dependent variable financial 

performance as clarified by the independent variables. The researcher used coefficient of 

determination that was obtained from the model summary, coefficient of determination 

was used to explain whether the model is good predictor. From the results of the analysis, 

the findings show that the independent variables (Control Environment, Risk Assessment, 

Control Activities, Information and Communication and monitoring) contributed to 75.7% 

of the variation in financial performance as explained by adjusted R2 of 0.757% which 

shows that the model is a good prediction 

The study conducted an Analysis of Variance, in order to test the impact of the relationship 

between internal controls and financial performance of public institutions. The findings 

were as shown below 

Table 13: Analysis of variance between internal control and financial performance 

             

Model 
Sum of 

Squares 
df 

Mean 

Square 
F Sig. 

1 

Regression 2.117 5 .4234 4.888 .001b 

Residual 1.213 14 .0866     

Total 5.24 19       

       

Source: research findings, 2019 

The results of the findings above revealed that the level of significance was .001a that is 

less than 0.05. Therefore, the regression model is statistically significant in predicting how 

internal control affect financial performance in RSSB.The F critical 5% level of 

significance Because F computed is 4.888 which is greater than F critical, this implied that 

this whole model was significant. Level this the regression model is significant in 

predicting the relationship between internal control and financial performance.  
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Table 14:  Test for coefficients between internal control and financial performance 

Source: Research Findings, 2019 

 This table shows the level of significance on the variables, it also provides the standardized 

and unstandardized 

From the above table , the result  in the table showed that control  environment, control 

activities information and communication risk  assessment, and monitoring  indicated a 

significant positive  relationship    on financial performance in public institution, it was 

shown that  their p-value were less than 0.05.The highest influential variable was control 

environment with a regression coefficient of 0.482(p-value =0.004).Then risk assessment 

with a coefficient of 0.101(p-value=0.001) the control activities with a coefficient of 

0.213(p-value=0.003) ,then information and communication with a coefficient of 0.264(p-

value=0.002)  Since all the p-value were less than 0.05,it means that all independent 

variables had positive relationship on financial performance of  the public Sector  under 

this study. The researcher sought to establish the extent to which internal control impact 

on financial performance’’. The following regression equation was obtained: 

=0.989+.483X1+.101X2+.213X3+.264X4+.892X5 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 
t Sig. 

B 
Std. 

Error 
Beta 

1 

(Constant) .989 2.163   5.331 .000 

control environment .482 .395 .612 1.211 .004 

risk assessment .101 .2005 .328 0.059 .001 

control activities .213 .1331 .637 1.609 .003 

communication and 

information 
.264 .194 0.181 .1.365 .002 

Monitoring           

  .892 .224 .843 .542 .004 
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The results from the table above of regression model indicate that when all factors remain 

constant, the effectiveness and efficiency of internal control lead to strong financial 

performance of the institutions. The results of the multiple regression model show that 

there is a positive Relationship between internal control and financial performance of 

RSSB. This implies that a single unit increases any of the independent variables results into 

a responding increase in financial performance of public institutions. These result showed 

that a unit increase in control environment could result to increase in financial performance 

by 0.483 all other factors constant, a unit increase in risk assessment could result to increase 

in financial performance by 0.101, a unit increase in control activities could result to 

increase in financial performance by 0.213. A unit increase in information and 

communication could result to increase in financial performance by 0.264 all else held 

constant. A unit increase in monitoring could result to increase in financial performance by 

0.892 all else held constant. 

4.5. Analysis of financial performance of RSSB (source: secondary data) 

RSSB collects contributions from employers and employees in Rwanda and provides 

benefits to pensioners, invalids and other beneficiaries. RSSB has many stakeholders, 

including creditors, government, customer, staff, every stakeholder has its own purpose 

and benefit in pursuing the financial performance of institution. Government Agencies 

institution must publish its financial statement. The objective of the report is to provide 

stakeholders with accurate and reliable financial statements that provide an overview of 

the institution's financial performance, financial analysis involves using financial data to 

assess a company’s performance and make recommendations about how it can improve 

going forward. 

In order to prepare this financial analysis part, only secondary data has been used. The 

sources that has been used to collect necessary data is given below: 

 Financial statement of RSSB for the year of 2015- 2017. 

 Websites of RSSB 

 Different websites. 

 

https://corporatefinanceinstitute.com/resources/data/
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4.5.1. Financial Analysis of RSSB 

An analysis of the company’s ratios is generally the first step in a financial analysis. 

4.5.2. Liquidity ratios 

Liquidity ratios show the cash availability of a RSSB and its ability to meet short-term 

dues. Examples of Liquidity ratios: Quick ratio (acid-test ratio) and working capital ratio 

(current ratio). The quick ratio, or the acid-test ratio, measures the capacity of a company 

to clear its current liabilities using only its “quick assets” (assets that can be converted into 

cash within 90 days, including cash itself, besides short-term investments, marketable 

securities. 

Table 15:  The current ratio:  

is calculated by the current assets dividing by current liabilities. 

        

  Current asset  

  2015 2016 2017 

Current assets 259,604,310,905 324,917,922,638 407,731,285,005 

Current liabilities70 11,761,825,837 33,377,232,192 50,081,696,258 

Current ratio 22.1 9.7 8.1 

 

Table 4.14. shows whether a RSSB can meet its current liabilities using its current assets 

it has   22.1 ratio of liquidity to debt on 2015, 9.7 ratio on 2016,8.1 ratios on 2017 it 

decreased a bit higher.  It means the RSSB’s current assets were decrease even if is able to 

meet its current liabilities using its assets. 

NET WORKING CAPITAL= 

This measurement is important to management, because it shows the firm’s short-term 

liquidity as well as management’s ability to use its assets efficiently. 
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Table 16:  The net working capital  

  NET WORKING CAPITAL OF RSSB 

  2015 2016 2017 

Current assets 259,604,310,905 324,917,922,638 407,731,285,005 

Current liabilities 11,761,825,837 33,377,232,192 50,081,696,258 

NET WORKING 

CAPITAL 
247,842,485,068 291,540,690,446 357,649,588,747 

 

This above information indicates whether RSSB has adequate cash to manage its daily 

operations, which is why it is known as the working capital. Since RSSB’s current assets 

exceed her current liabilities its WC is positive. This means that RSSB can pay all of its 

current liabilities using only current assets. 

That the RSSB is able to generate enough from operations to pay for its current obligations 

with current assets. A large positive measurement could also mean that the RSSB has 

available capital to expand rapidly. It can fund its own expansion through its current 

growing operations.  If an organization can’t meet its current obligations with current 

assets, it will be forced to use its long-term assets, or income producing assets, to pay off 

its current obligations. This can lead decreased operations, sales, and may even be an 

indicator of more severe organizational and financial problems  

Solvency ratios  

Debt management ratio judge the debt management performance of the company. If a 

company goes for too much debt for financing is operations, it might end up in every hard 

financial situation. Solvency ratios indicate a company’s viability in the long term whether 

it can meet its long-term obligations to creditors and sustain itself. These ratios compare 

the debt of a company with its equity, earnings, and assets. 
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Table 17:  Debt-to-equity ratio:  

The debt-to-equity is calculated by dividing the total liabilities by the total equity. 

 

  
DEBT equity ratio 

OF RSSB 
 

  2015 2016 2017 

        

Debt 11,761,825,837 33,377,232,192 50,081,696,258 

Equity 694,414,539,249 753,088,484,367 841,299,958,340 

 Equity ratio 1.7% 4.4% 6.0% 

Source: Secondary data 

Table showed debt to equity ratio of RSSB was increased from 2015 to 2017. 

Profitability ratios 

Profitability ratios demonstrate how effectively a RSSB is using its assets to gain profits. 

The return-on-assets ratio is calculated by dividing the net income by the total assets  

 Table 18:  Return on-assets ratio (ROA)  

 

  
The return on 

Equity of RSSB 
    

  2015 2016 2107 

Net income 97059579514 68,488,589,610 71,017,739,901 

Equity 
                            

694 414 539 249 
753,088,484,367 841,299,958,340 

ROE 13.9% 9.1% 8.4% 

 

Table Presented return on asset ratio .According to MARSHALL 

HARGRAVER(2019)return on assets (ROA) is an indicator of how profitable a company 

is relative to its total assets. ROA gives a management an idea as to how efficient a 

company's management is at using its assets to generate earning. ..ROA of 2015(13.9%) is 

higher than 2016(9.1%) and 2017(8.4%).  

From the above analysis it showed that return on assets of RSSB was in good position, but 

it showed in decreasing over the three years. 

https://www.investopedia.com/contributors/101396/
https://www.investopedia.com/contributors/101396/
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From 13.9% to 8.4%. It means that RSSB is not effectively managing its assets to generate 

greater amount of money comparing to previous years. 

Table 19:  Net profit marginal of RSSB 

 Source: secondary data.   

Table above It showed that net income contribution ratio is 98.5% in 2015, a percentage of 

49.4% in 2016 and a percentage of 48.6% in 2017 It measures profitability with respect to 

contribution generated. That means, what percentage of contribution are remaining after 

all expenses are paid by the organization.  

 Net high profit margin ratio indicates that the company is managing well. On the above 

trend line we can see that the RSSB had a decreasing trend. It was struggling to achieve 

higher ratio on the 2016, 2017 years. Then in 2015, it showed a lot more profit. In 2015, it 

reached to the highest on 98.5% which means the RSSB was able to generate more revenue 

while keeping the expense constant.              

Table 20: Net investment of RSSB 

  Net investment of RSSB   

2015 2016 2017 

39 730 790 947 17,363,775,420 16,912,403,112 

      

Source: Secondary data 

Table above It showed that net investment of RSSB is decreasing. Net investment of RSSB 

is positive. 

  

         

  2015  2016 2017 

Net income 

                         

97 059 579514 

514 

 

68,488,589,610 71,017,739,901 

Contribution(Revenue) 98,446,815,949  138,575,550,653 146,126,211,570 

Net profit ratio 98.5%  49.4% 48.6% 
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CHAPTER FIVE 

SUMMARY FINDINGS, CONCLUSION AND RECOMMENDATION 

5.1. Introduction 

The intent of this chapter is to present summary of findings of the research objectives, 

conclusions and recommendation based on various methodology used to gather 

information. This study was taken with the general objective of determining the level of 

awareness and practice of internal control and financial performance in Public Institution 

in Rwanda. 

5.2. Majors Findings  

5.2.1. Internal control 

It is not sufficient to have internal control since a system can be ineffective and fail without 

full support of the highest levels of management and the employee attitude and awareness 

(Foster, 2019).From the findings showed that he respondents’ gender it indicated that the 

employees in Public institutions male were 45% female were 55%, with Bachelor degree 

the findings showed that the employees who hold Masters were still few in Public 

institutions. It was further showed that respondents had more experience of 6-10years and 

above. 

The findings showed that the public institutions basing on control environment According 

to (The Institute of Internal Auditors, 2011) the control environment is the foundation on 

which an effective system of internal controls built and operated in an organization and it 

has effect on financial performance. The study sought to evaluate the effect of control 

environment on the financial performance of public institution, from regression analysis, a 

unit increase in control environment could result to increase in financial performance by 

0.482.the study found out that the institutions had effective control environment. The 

number of staff in finance and audit departments was adequate and well trained on 

accounting and financial management system. Control environment in RSSB was found to 

have a positive and significant on financial performance of institutions  
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The respondent agreed that RSSB’s control environment were more effective because its 

culture and competence are opening valued. Management in Public institutions specifies 

knowledge and skills needed to perform particular job.This study stated that the institutions 

had proper risk assessment tools and risk assessment management system. The study 

sought to evaluate the effect of risk assessment on the financial performance of public 

institution, from regression analysis, a unit increase in could result to increase risk 

assessment in financial performance by 0. 101.Risk assessment was found to have a 

positive significant effect on the financial performance of public institution, in Rwanda. 

The findings showed that risk assessment as component of internal controls of the 

organization affect the financial performance of Public Institutions, this indicate that the 

management had put in place measures for mitigation of critical risks that may come from 

fraud management were identify risk that they were willing to assume.  

Revenue and expense activity recorded on accounting reports should be reconciled or 

compared to supporting documents to ensure that the transactions are recorded timely, in 

the correct account, and for the right amount. The study examined the effect of control 

activities on the financial performance of Public Institutions from regression analysis, a 

unit increase in control activities could result to increase in financial performance by 0. 

213.The results discover that Public Institutions had accounting and financial management 

systems, the segregations of duties among different employees enable the Public 

institutions to reduce the risk of error or inappropriate action. In public institutions the 

person who is responsible for an asset's recordkeeping is not who is responsible for physical 

control of that asset. 

 Unclear segregation of duties is one of the cause of un reliable internal control.it is the 

responsibilities of public officials to ensure clear segregation of authority where employees 

are involved in corrective action process without lack of clarity, each duty and tasks are 

separate and have different responsibility(University Business Practices, 2016).  The study 

sought to evaluate the effect of information and communication  on the financial 

performance of public institution .The findings indicated that the respondents agreed that 

Institutions provide quality of information is critical success, quality of information 
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generated by institutions must be accuracy, completeness consistency, uniqueness, and 

timeliness to be useful and lead to success of an institution (Mazzarol, 1998).  

 . In addition, the study showed that effective flow of information and communication 

enhanced financial accountability and financial performance of the institution (Kisanyanya, 

2018). The respondent agreed that Public Institutions ‘Management communicate the 

information necessary for employees to perform their assigned task.The study tried to find 

to evaluate the effect of monitoring on the financial performance of public 

institution(Kisanyanya, 2018) The findings showed that monitoring in Public institution is 

important, monitoring help an organization to ensure that control activities and other 

planned action to affect financial performance were carried out properly and in timely 

manner and that the end result affect performance of institutions(AS 2201 ).  

This study was showed that monitoring has a positive and significant effect on the financial 

performance of the institutions. The respondents revealed that management of the 

institution is committed to the controls of the institution and they actively participate in 

monitoring and supervision of the activities of the organization (United Nations, 2010). 

The study found that the public institution had adequate and effective of internal control 

and financial performance, From regression analysis, a unit increase in information and 

communication could result to increase in financial performance by 0.892 

5.2.2. Financial performance 

Financial performance review can help to examine organization goals and plan effectively 

for improvement.  According to the findings  showed that  the respondent express their 

opinion of the effectiveness of financial performance, that Public institution ‘s financial 

statement all aim  to provide an overview of an organization ‘s performance and position 

,at a given point in time financial performance is a subjective measure of how well a firm 

can use asset from its primary mode of business and generate revenue, performance is a 

measure by how efficient an institutions  is in use of resources in achieving objectives. 

According to secondary data collected from financial statements audited by Auditor 

General state that financial statement does not give a true and fair view of the financial 

position of Rwanda Social Security Board (RSSB) as at 30 June 2017, and of its financial 
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performance and its cash flows for the year then ended in accordance with the International 

Financial Reporting Standards and the Law No. 07/2009 of 27/04/2009 relating to 

Companies in Rwanda as amended to date. In addition, proper books of account have not 

been maintained.  

 According to Pekuri, Haapasalo, & Herrala,( 2011), performance is measured by how 

efficient the enterprise is in use of resources in achieving objectives. The staff agreed that 

RSSB comply with all the rules and regulations, and the financial transaction (income and 

expenditure) are recorded on daily basis this implies that a well record financial transaction 

and use of the budget is a key instrument in determining the performance of the 

Organization. From the findings of secondary data about analysis of financial statement of 

RSSB, indicated that there is a decrease of working capital from 2015to 2017. 

It was struggling to achieve higher ratio of net profit margin ratio on the 2016(49.4%), 

2017(48.6%) years. Then in 2015, it showed a lot more profit. In 2015, it reached to the 

highest on 98.5% which means the RSSB was able to generate more revenue while keeping 

the expense constant. The findings showed that net investment and net income was 

declined. From the findings showed that return on assets of RSSB was decreased over the 

three years. From 13.9% to 8.4%. It means that RSSB is not effectively managing its assets 

to generate greater amount of money comparing to previous years. The lower the debt-to 

equity ratio, the better is the company’s health, this indicated that in 2015 RSSB’debt to 

equity ratio is1.7% where in 2016 is 4.4% and in 2017 was 6%, this finding showed that 

RSSB’s debt increased from 2015 to 2017.    

5.3 Conclusion. 

It is evident from the findings that the dimensions of internal control thus control activities, 

control environment, risk assessment, information and communication and monitoring 

have a significance effect on the financial performance of public institutions of Rwanda. 

The study was to investigate the internal control and financial performance of public 

institutions in Rwanda. This objective was achieved through a questionnaire survey. 

Internal control involves financial control set up by the management in order to ensure 
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achievements of its planned objectives. According to above findings, the fallowing 

conclusion can be drawn: 

we concluded that public institutions of Rwanda have effective internal controls and 

financial performance because the component of internal control thus control activities, 

control environment, risk assessment, information and communication and monitoring 

have a significance important on the financial performance of Public Institutions of 

Rwanda. It was indicated that control activities were carried out regularly by most Public 

Institutions This is supported by clear separation of duties, supervision, approval 

transaction, budget review, communication channel, and how management focus on high 

risk and how took measure to mitigate risks.  

We concluded that RSSB solvency is still need improvement while RSSB’s current ratio 

was excellent, the organization should be able to cover all its short term obligations as they 

come due. RSSB’s net profit margin was declined from 2015to 2017.The study concludes 

that the budget is available help the institution to meet its intended goals. According to the 

above findings   the respondents agreed that in public institution Authorization and 

Approval are applicable, Transactions should be authorized and approved to help ensure 

the activity is consistent with departmental or institutional goals and objectives. Since a 

weak internal control is blamed on to the management, who is responsible to establish the 

whole system of control, financial and otherwise in order to carry on the activities of public 

institution in order and efficient manner. Internal control must be built to help run the 

institution and achieve its aims on ongoing basis to ensure that organization‘s financial 

performance is improved.  

 The results of the study help in identifying the gaps within the internal controls and 

financial performance in public institutions. It is also of invaluable benefits to management 

and those charged with governance and training in the institutions under study on how to 

streamline the systems of internal controls system thus ensuring improved financial 

performance and ultimately ensures attainment of the institutional objectives. 

Based on the study findings, financial performance is the financial achievement of the 

company, it is important to understand the managers of the company.  The ratio of liquidity, 
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solvency, profitability. Efficiency, leverage can be used as a benchmark of financial 

performance (Fatihudin & Mochklas, 2018). It is obvious from the study that internal 

control paves away to good financial performance in public institution.  

Since the introduction of Public Financial Management(PFM)reforms, there has been 

improved public sector management and public officers should improve their effort to 

ensure establishment of good working relations and regular interactions in helping public 

institutions meet their responsibilities(No, 2011) 

For numbers of years Rwanda has been trying to establish solid and strong effective 

financial performance (PFM reform agenda in Rwanda and MTEF based approach to 

budgeting) in order for allocations of resources to the priority needs to the intended 

projects. PFM reforms have reached a satisfactory level of implementation based on an 

accounting and financial reporting are using a fully automated, integrated, and interfaced 

financial accounting and budgeting system under a new accounting model. Reward for 

good performance has created higher employee morale and satisfaction. Internal control 

must be monitored and maintained. In the particular, the study concludes that there is a 

significant positive relationship between internal control and financial performance. 

5.4 Recommendations 

Based on the findings of the study, we recommend that the components of the ICS (control 

environment, control activities, and monitoring) should be enhanced to further improve the 

financial performance of Public institutions. Management should emphasize in clear 

separation of duties, supervision, approval transaction, budget review, communication 

channel, and management would focus on high risk and should took measure to mitigate 

risks. 

There is a need for management to fully understanding their obligations and take necessary 

actions in ensuring financial performance of an organization of public institutions, 

Management in the public institutions must awareness of employees in order to change 

their core beliefs and help to ensure efficient and effective operations to achieve the 

objectives of public institutions 
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Management should work to improve cost and expenses control as for the moment, even if 

current ratio was better, management will need to significantly reduce operating expenses. 

Management needs to identify the major cost and expenses drivers. Management should 

identify and assess the utilization of assets to generate money, RSSB’debt to equity ratio 

was increased over the three years. RSSB’s solvency is still need improvement 

management should seem to be taking all the right measures to steer the organization 

toward improved financial outcomes 

Management should keep an eye to debt in order to maintain institution‘s health, net 

income also was declined over the three years, RSSB is responsible to manage the 

contributions fund of Beneficiary. RSSB ‘s management should reduce unnecessary 

expenses to increase net income in order to maintain the money to pay social security 

benefits to beneficiaries without delay on payment. From findings showed that investment 

made by RSSB generated lower return, net investment was decreased over the three years, 

and management should do deeply analysis before doing any investment in order to avoid 

risk exposure. An entity must justify the raising and management of public resources and 

how the resource was used.  

There is need to take legal actions for those who have misused organization funds and 

recoveries made. RSSB’s management should emphasize in clear separation of duties, 

supervision, approval transaction, budget review, communication channel, and 

management would focus on high risk and should took measure to mitigate risks., there is 

a need for management to fully understanding their obligations and take necessary actions 

in ensuring financial performance of an organization of public institutions, Management in 

the public institutions must awareness of employees in order to change their core beliefs 

and help to ensure efficient and effective operations to achieve the objectives of public 

institutions .The study recommends that assessment of risk associated with institutions, 

objective is carried out regular so that the management can know whether or not the 

institution objective will be met.  

Management should make sure that they involve their staff in the process of assessment for 

thorough and effective risk identification and prevention internal control is a right 
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significant aspect with regard to safety of financial performance of any organization. To 

The officers entitled with the authority to incur and approve expenditure need also to be 

accountable for every resource utilized and the organization gets value for its investments 

Organizations public should always ensure that principles of good internal are always 

adhered to enhance the value of their organization and protects the legitimate interests of 

the stakeholder.  

 For the institutions to perform well financially, their internal controls must to be 

developed, refined and realized carefully. To the Employees also have a right to identify 

risk in their department and they put in place a control mechanism there is need for the 

employees responsible for preparation of financial statements and reporting to be 

transparent and honest and also be held accountable for any misreporting. There is also a 

need for RSSB to have solid organization structure and continuous trainings for its staff 

and management.(Ibrahim, Diibuzie, & Abubakari, 2017) Organization structure and 

adequate trainings will influence internal control which impact on their financial 

performance. Internal control ensures strict adherence to status, codes and manuals, 

minimize the risk of errors, irregularities and helps to protect resources against loss due to 

waste, abuse, and mismanagement.  

The components of the ICS (control environment, control activities, and monitoring) 

should be enhanced to further improve the financial performance of Public institutions. 

From the findings. It is important to note that Rwanda has improved on its public financial 

management system. The more policies are aligned to the national priorities and the more 

the mistrust indicators are pushed down. An organization chart is good means of defining 

this structure as long as it kept up to date. The department’s lines of authority and policies 

and procedures should be reviewed periodically to ensure they are in agreement with the 

organization’s strategic mission. 

Therefore, one strong internal control is established will enhance operational efficiency 

and effectiveness and contribute to the public interest by enhancing and improving the 

financial performance of the public institutions. RSSB as institutional has responsibilities 
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to collect and manage contributions as provided by laws, management should make sure 

that contribution funds are managed properly to enhance beneficiaries’ health. 

5.5. Area for further research. 

This study assesses the internal control and financial performance in public institutions in 

Rwanda. The future research is advised to take this document as reference by considering 

other element to show also contribution of internal control on financial performance in 

public institutions. Further research should also be conducted to find out the contribution 

of internal control to ward accountability in public sector.t hereby recommended that future 

studies incorporate all factors that were left out of scope and evaluate how they affect the 

results. The study recommended that similar study should be done in other institutions 

other than public institutions. 
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Appendix A  

QUESTIONNAIRES ADRESSED TO EMPLOYEES OF RSSB, FINANCE 

DEPARTEMENT AND INTERNAL AUDITORS. 

   

UNIVERSITY OF RWANDA, College of Business and Economics                

 MASTER OF BUSINESS ADMINISTRATION (MBA). 

Dear Respondent, 

My name is UWINGABIYE Marie Jeanne. I am currently carrying out a study for the 

purpose of writing a thesis as a requirement for the award of   Master of Business 

Administration University of Rwanda College of Business and Economics (CBE). The 

topic of study is the internal control on financial performance in public institution in 

Rwanda. Case study of RSSB. You have been selected to participate in this study due to 

the importance of your position in the Institution. I kindly request you to spend a few 

minutes of your time in answering the following questions.  

The information you provide will only be used for the purpose of this study and will be 

treated with utmost confidentiality. Your participation in facilitating this study will be 

highly appreciated.  
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SECTION A: General information 

1.What is your gender 

1.Male  

2.Female  

 

2.Education level 

1.Masters and 

above 

 

2.Degree  

3.Diploma  

4.Secondary  

 

3. Experience: 

1.1-3 years  

2.3-5 years  

3.6-10 and above  

 

SECTION B: INTERNAL CONTROL AND FINANCIAL PERFORMANCE IN 

RSSB 

Please ranks the following statement on Likert scale 

1 2 3 4 

Strong agree Agree Strong disagree Disagree 
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4. Rank the extent to which your organization controls the environment. 

CONTROL ENVIRONMENT 1 2 3 4 

RSSB is committed to competence in the requirements of particular 

jobs and in translating those requirements into knowledge and skills. 

    

The entity assigns authority and responsibility to provide a basis for 

accountability and control. 

    

RSSB has Accounting and Financial management system.     

RSSB ‘S employees are committed to following an organization's 

policies and procedures and its ethical and behavioral standards. 

    

Appropriate disciplinary action is taken when an employee does not 

comply with policies and procedures or behavioral standards. 

    

 

5 Rank the extent to which your organization’s management is involved in Risk 

assessment 

Risk assessment 1 2 3 4 

Management  need to determine the level of operational, financial 

and compliance risk they are willing to assume. 

    

RSSB’s risk assessment process involves the identification, analysis, 

and management of the risks of material misstatement of the 

financial statements. 

    

Management has established practices for the identification of risks 

affecting RSSB. 

    

Management defined appropriate objectives for the organization .     

Management evaluates and mitigates risk appropriately.     
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6. Rank the extent to which your organization practices the following control activities 

Control activities 1 2 3 4 

Duties are segregated among different people to reduce the risk of 

error or inappropriate action. 

    

Department have budget review where actual expenditure is 

compared with budgeted expenditure. 

    

Management specifies activities or transaction that needs supervisory 

approval before they are performed or executed by employees. 

    

Management has identified individuals who are responsible for 

coordinating the various activities within the entity 

    

RSSB has Physical Security.     

 

7. Rank the extent to which the following statements relate to your organization’s 

information and communication system 

Information and communication system 1 2 3 4 

 RSSB’s Management communicates the information necessary for 

employees to RSSB has Physical Security. 

    

The Communication relates to providing a clear understanding of 

financial reporting and safeguarding controls, how they work, and the 

responsibilities of individuals within the organization related to those 

controls 

    

The quality of information generated by an institution’s information 

systems is critical to the institution’s operations and success.. 

    

External and internal information obtained from the information 

systems provide management with necessary reports on the RSSB’s 

performance relative to ensuring reliable financial reporting and 

safeguarding of assets 

    

Communication helps to evaluate how well guidelines and policies of 

RSSB are working and being implemented. 
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8. Rank the extent to which the following statements relate to your organization’s 

monitoring procedures 

Monitoring 1 2 3 4 

 Monitoring process helps ensure that control activities and other 

planned actions to affect internal controls are carried out properly and 

in a timely manner in RSSB. 

    

 RSSB’s monitoring process assesses the quality of an organization’s 

internal control over time. 

    

Internal review of implementation of internal control in units is 

conducted periodically in RSSB. 

    

They are Periodic monitoring activities, such as self-assessments by 

various departments and internal audit appraisals in RSSB. 

    

Management focus their efforts on high risk areas.     

 

9.Rank the extent to which the following statements relate to your organization’s 

Financial performance 

RSSB maximize performance in terms of revenue and operating margins, 

and increase stakeholder’s value. 

1 2 3 4 

RSSB has Monthly  bank reconciliation for all cash accounts.     

RSSB comply with all the rules and regulation.     

RSSB’s financial statements all aim to provide an overview of an 

organization’s performance and position at a given point in time. 

    

the financial transaction (income and expenditure) are recorded on daily 

basis 

    

 

Thank you for your participation 
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