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ABSTRACT 

As the third tier of government in Nigeria, local governments are struggling with issues 
bothering on performance failures. Stakeholders are demanding answers on why local 
governments are unable to deliver on their mandate. Accountability mechanisms like 
internal audit and internal controls have been acknowledged to bring about 
improvement in processes and performance. However, there seem to be little influence 
of these mechanisms as performance failures still trail local governments. It has also 
been acknowledged that internal audit and internal controls alone may not generate the 
much needed improvement unless embedded in the governance system of an 
organization. On this basis, this study examined the impact of internal audit quality, 
effective internal controls, and institutional context factors on local government 
performance in Nigeria. Data were collected from 301 heads of internal audit units of 
local governments in Nigeria using a structured questionnaire. Also, follow up 
interviews were conducted to clarify the findings of the survey. The results indicated 
that internal audit quality and effective internal controls were positively and 
significantly related to local government performance. Also, institutional context 
factors showed mixed relationships with local government performance. Particularly, 
strategic planning and top management commitment were positively and significantly 
related to performance. However, internal audit and external audit collaboration and 
political interference were negatively and significantly related to local government 
performance while strategic mission, regulations, internal audit relationship with 
management and auditees, and corporate ethical culture had no significant relationship 
with performance. Thus, the study provides evidence of a relationship between internal 
audit quality, effective internal controls, institutional context factors and performance 
in the local government. Therefore, there is need for local administrators and policy 
makers to address institutional context issues to enable internal audit quality and 
effective internal controls thrive for better performance of local governments in 
Nigeria.  
 
Keywords: local government performance, internal audit quality, effective internal 
controls, institutional context factors, Nigeria 
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ABSTRAK 

Sebagai kerajaan peringkat ketiga di Nigeria, pihak kerajaan tempatan akhir-akhir ini 
sedang bergelut dengan isu-isu kelemahan prestasi. Para pemegang taruh kini menuntut 
jawapan mengapa kerajaan tempatan tidak mampu menunaikan tanggungjawab mereka 
seperti yang telah dimandatkan. Mekanisme-mekanisme kebertanggungjawaban seperti 
audit dalaman dan kawalan dalaman telah diperakui boleh menambahbaikan 
pemprosesan dan prestasi. Walaubagaimanapun, hanya terdapat sedikit pengaruh oleh 
mekanisme-mekanisme ini, memandangkan kegagalan prestasi masih menghantui 
pihak kerajaan tempatan.  Adalah juga diperakui bahawa audit dalaman dan kawalan 
dalaman sahaja tidak banyak membantu menambahbaikan melainkan diserapkan ke 
dalam sistem tadbir urus organisasi tersebut. Atas dasar ini, kajian ini memeriksa impak 
kualiti kawalan dalaman, keberkesanan kawalan-kawalan dalaman dan juga faktor-
faktor konteks keinstitusian ke atas prestasi kerajaan tempatan di Nigeria. Data 
diperoleh daripada 301 ketua unit audit dalaman kerajaan tempatan Nigeria 
menggunakan soal selidik berstruktur. Di samping itu, temubual juga dikendalikan bagi 
mendapatkan pencerahan terhadap dapatan daripada kajiselidik ini.   Dapatan 
menunjukkan bahawa kualiti audit dalaman dan keberkesanan kawalan dalaman 
mempunyai hubungan positif dan signifikan terhadap prestasi kerajaan tempatan. 
Tambahan pula, faktor-faktor konteks keinstitusian menunjukkan hubungan yang 
bercampur dengan prestasi kerajaan tempatan.  Terutamanya, pelan strategik dan 
komitmen pengurusan atasan mempunyai hubungan positif dan signifikan terhadap 
prestasi kerajaan tempatan. Walau bagaimanapun, kerjasama antara audit dalam dan 
luaran mempunyai hubungan negatif dan signifikan terhadap prestasi kerajaan 
tempatan, manakala, misi strategik, peraturan-peraturan, hubungan audit dalaman 
dengan pihak pengurusan dan pihak yang diaudit, serta budaya etika korporat tidak 
mempunyai hubungan yang signifikan terhadap prestasi kerajaan tempatan. Dapat 
disimpulkan bahawa kajian ini memberikan bukti terdapatnya hubungan di antara 
kualiti audit dalaman, keberkesanan kawalan dalaman, dan faktor-faktor konteks 
keinstitusian dan prestasi bagi kerajaan tempatan.  Oleh itu, adalah satu keperluan di 
pihak pentadbir-pentadbir tempatan dan juga pembuat-pembuat polisi memberikan 
perhatian terhadap isu-isu konteks keinstitusian bagi membolehkan kualiti audit 
dalaman dan keberkesanan kawalan-kawalan dalaman bertindak untuk prestasi yang 
lebih baik di dalam kerajaan tempatan. 
  
Kata kunci: prestasi kerajaan tempatan, kualiti audit dalaman, kawalan dalaman, faktor 
konteks keinstitusian, campur tangan politik, Nigeria. 
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CHAPTER ONE 
INTRODUCTION 

1.1 Background of the Study 

Local governments are recognized as conduits through which gains of leadership filters 

down to the community and major developments of highly democratic societies gained 

credence from local governments (Schoburgh, 2012). Local governments are founded 

on the principles of community well-being, access to basic amenities and responsible 

management of resources (Municipal World, 2009). Local governments serve to ease 

the conduct of government activities and ensure adequate representation of 

communities. Thus, it is borne out of decentralization of upper tier governance in other 

to reach communities (Asaju, 2010). It is estimated that 49.5 percent of the world's 

population live in rural areas of Africa and Asia, and have rural populations of 60 

percent and 58 percent respectively (United Nations, 2011). In Nigeria, rural population 

make up 50 percent of the total estimated population of 168.8million (World Bank, 

2012).  This leaves the local government with an enormous task of ensuring resources 

are managed effectively and efficiently to maximize value for the citizens. 

 

 One main reason for the setting up of the local government in Nigeria is to ensure 

citizens at the community level get the most out of government through the provision 

of goods and services that are better served at that level than by central and state 

governments (Lawal & Oladunjoye, 2010).  The local government is the third tier of 

government in Nigeria established for speedy development of communities through 

providing essential services that other tiers of government may not efficiently undertake 

(Lawal & Oladunjoye, 2010). Local governments provide services such as sanitation, 
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education, community health care, security and other basic amenities that impact the 

lives of a community.  

 

Local governments foster economic growth and development through mobilizing 

resources through various taxes and fines for community development. Local 

governments undertake infrastructural and community based projects that impact the 

lives of people and useful feedback is gathered for further planning on areas where 

attention is needed (Lawal & Oladunjoye, 2010; Donnelly, Wisniewski, Dalrymple, & 

Curry, 1995). For example, feedback on service delivery on basic needs like food, 

health or housing enables long-term planning to address observed issues. Therefore, 

local governments ensure that citizens are part of the governance process through 

jointly locating pressing needs of the community and how such needs are to be 

addressed.  

 

Also, local governments mobilize the people for effective governance by encouraging 

participation in leadership (Achimugu, Stephen, & Agboni, 2013). For example, 

members of the community participate in politics at the grass roots and this serves to 

train future political leaders. In essence, mentoring of potential leaders is an important 

aspect of local government existence as aspiring leaders have opportunity to interact 

with political administrators and acquire the needed exposure to build a career in 

politics. Hence, the local government encourages grass root democracy that promotes 

the enshrinement of democratic principles in potential leaders for continuity. 

Furthermore, the local government serves as a unifying body for ethnic diversity 

through encouraging grass roots participation, national integration and heritage is 

maintained while unifying the peoples' interest (Oviasuyi, Idada, & Isiraojie, 2010). 
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Therefore, the local government fosters national cohesion and togetherness through 

mobilizing and utilizing resources for the welfare of members. 

 

Globally, local governments are faced with diverse issues plaguing their ability to 

meaningfully deliver on their mandate. The world recession of 2008 created a strain 

(strained resources) on the ability of the local government to meet its obligations to 

citizens (Ammons, Smith, & Stenberg, 2012).  Reported issues on account of the 

recession include political and financial pressures, fiscal stress, budget cuts, increasing 

challenges at providing services, rising demand for services, changes in local 

governments employment relationships, negative perception of government and its 

employees, including insider threats (Hilvert & Swindell, 2013; Levine & Scorsone, 

2011; Luby, 2014; Perlman, 2014). 

  

At the country level, Nigerian local governments face the following issues as reported 

by academics and the media: severe poverty in rural areas as 80 percent live below 

poverty line, social services and infrastructure are limited (IFAD, 2012), seemingly 

inadequate resources (Oviasuyi et al., 2010), mismanagement, reckless spending, 

corruption (Lawal & Oladunjoye, 2010; Ojo, 2009), and are far from producing their 

intended outcome for community wellbeing.  In terms of financial resources, Nigerian 

local governments statutorily received 20.60 percent revenue accruing to the nation's 

federation account and another 35 percent share of value added tax poll account 

revenue. In the years 2012, 2011 and 2014, total revenue accruing to Nigerian local 

governments from the federation account amounted to 1,648 billion naira, 1,810 billion 

naira and 1,614 billion naira respectively (Central Bank of Nigeria, 2016). The huge 

amount of financial resources available to local governments should foster massive 
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development of communities and promote the general wellbeing of its people by greatly 

reducing poverty. However, the reverse seems to be the case as a study of some 

Nigerian local governments by the International Fund for Agricultural Development 

(IFAD)  reports that "poverty is severe in rural areas, where up to 80 percent of the 

population live below the  poverty line, and social services and infrastructure are 

limited" (IFAD, 2012 p. 2).  

 

Given the pivotal role local governments play in the development process of a country 

and the need to effectively manage limited resources at their disposal, local government 

performance has become the focus of intense debate in many parts of the globe 

including Nigeria (Adeyemi, 2012; Akbar, Pilcher, & Perrin, 2012; Baird, Schoch, & 

Chen, 2012; Pollanen, 2005). Similarly, researchers and public spirited individuals have 

been critical of local government performance in Nigeria (Adeyemi, 2012). There is 

implausible economic development at the grass roots level and no convincing efficiency 

and effectiveness claim and the local government is seen as "the most inefficient tier of 

government in Nigeria"(Jumare, n.d. p.5). Local government councils in Nigeria have 

performed very poorly compared to the enormous potential they possess and people at 

the grass roots are completely frustrated and have lost confidence in the ability of 

government meeting their needs (Achimugu et al., 2013). One notable consequence of 

performance failure of councils is the wide spread poverty in rural areas. Others include 

poor service delivery in health, rural water supply, lack of access roads, 

underdevelopment of primary education and general apathy in participatory community 

development including youth restiveness (Achimugu et al., 2013). 
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Previous studies seem to be divided over what could be the root cause of local 

government performance failures. Inadequate financial resources has been implicated 

as the major factor limiting the ability of the local government from carrying out its 

statutory role (Oviasuyi et al., 2010). However, other researchers argue that 

mismanagement of financial resources through reckless spending and corruption holds 

the clue to local government poor performance (Lawal & Oladunjoye, 2010; Ojo, 

2009). Although the debate is on, available evidence suggests that there are poor 

internal controls and weak internal audit, corruption and general mismanagement of 

local financial resources and these has affected the fiscal health of local governments 

in Nigeria (Olusola, 2011).  A study of three local governments in Ogun State in Nigeria 

showed that all the respective local governments were unable to internally generate 10 

percent of their revenue (Olusola, 2011). This findings show a worsening dependence 

relationship with upper tier of government. Furthermore, a report on the ratio of 

internally generated revenue to total revenue of all local governments in Nigeria from 

2011 to 2015 showed that local governments could not generate up to two percent of 

their total revenue (Central Bank of Nigeria, 2016). It is even more appalling because 

the Nigerian government relies heavily on oil revenues for distribution to other tiers of 

government; therefore a shift in international prices of crude oil adversely affects local 

government revenues as less will be available for distribution.  

 

 In addition to a worsening dependence on upper tier government for funding, unethical 

and fraudulent practices have become endemic in the local government. For example, 

a N37million fraud was unmasked in Akwa North local government of Anambra in 

2000 involving key administrators of the council (Obenta, 2000). Also, a 'newborn 

ghost worker' was discovered to have earned about $150 a month for a period of three 
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years in one of the North-Eastern parts of Nigeria (Ibukun, 2011). The same report 

affirms that ghost workers syndrome are a wide spread problem in all tiers of the public 

sector. Local governments operate only to pay salaries with little or no resources left to 

undertake capital projects that would impact the lives of people. This explains the rising 

levels of local government recurrent expenditure over the last two decades. Available 

statistics show that between 1993 and 2015, local government recurrent expenditure as 

a percentage of total expenditure has grown at an alarming rate from 71.71percent to a 

whopping 92 percent respectively with personnel cost accounting for 70 percent of total 

recurrent expenditure (Central Bank of Nigeria, 2011, 2012, 2016). This leaves limited 

resources for embarking on projects and other community based services.  

 

Also, massive fraud and mismanagement of local governments' resources were reported 

in local governments of Delta State with internal control failures and non-adherence to 

rules and regulations governing financial management cited as motivating factors 

(SaharaReporters, 2013). Furthermore, Human Rights Watch (2007) study of five local 

governments in the oil rich Rivers State revealed that, even though financial resources 

to these councils had more than doubled since 1999, provision of basic services are a 

far cry. The report noted that financial resources are both mismanaged and appropriated 

for personal use by local government administrators. Summarily, the bulk of the poor 

performance in local governments could be attributed to corruption and lack of 

transparency and accountability in local government councils and it is wide spread 

across the country (Premium Times, 2012). Thus, mechanisms of control can be 

considered ineffective.  
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Previous studies agree that the present administration of local governments and the 

public sector generally is inefficient and ineffective and incapable of delivering on its 

mandate to the people (Adeyemo, 2005a; Oviasuyi et al., 2010). However, high quality 

internal audit and effective internal controls are regarded as potent tools to curbing 

mismanagement and corruption (Coram, Ferguson, & Moroney, 2008) and enhance 

efficiency of operations (Asare, 2009). However, evidence of the effectiveness of these 

tools are scarce as local governments administrators plunder limited resources and 

consequently retard development while communities are bearing the brunt. It is 

pertinent to note that all government agencies in Nigeria are required to have an internal 

audit unit and internal controls are well prescribed in the various regulatory framework 

of the public sector to ensure accountability and transparency of government 

transactions. However, with the wide spread governance and accountability failures it 

seems internal audit function and internal controls may not be effective in providing 

assurance to stakeholders and promoting local government performance (Baltaci & 

Yilmaz, 2006; Olusola, 2011).  

 

In view of the above discussion and anecdotal evidence, this study sets out to determine 

the relationship among internal audit quality, effective internal controls and other 

context factors on the performance of local governments in Nigeria. It has been 

acknowledged that internal audit and internal control standing alone could not bring 

about performance as Baltaci and Yilmaz (2006) suggested a combination with other 

governance processes and internal resources to improve an organization's performance. 

Therefore, the study examined the relationship among internal audit quality, effective 

internal controls, and institutional context factors on local government performance in 

Nigeria. 
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1.2 Problem Statement  

Internal audit function as a mechanism of corporate governance has received attention 

from researchers (Arena & Jeppesen, 2009; Gramling & Myers, 2006) and its emerging 

role in governance has gained wide acceptance (Bame-Aldred, Brandon, Messier, 

Rittenberg, & Stefaniak, 2013; Chevers, Chevers, & Munroe, 2013; Sarens, 

Abdolmohammadi, & Lenz, 2012). The expanded roles and responsibilities of internal 

audit has been elevated to occupy a strategic position in organizational governance and 

recognized as value adding to the organization (Daniela & Attila, 2013; Mihret & 

Woldeyohannis, 2008). Internal audit now plays a significant role in managing risks, 

controls and overall policing of the organization (Leung, Cooper, & Perera, 2011). 

Given these crucial tasks, internal audit should add value to the organization which 

translates to improved organizational performance.  

 

This presumption of "value adding" is on the basis that the internal audit function is 

well equipped and supported to play its role in an environment that promotes a culture 

of ethics (Cahill, 2006). However, some empirical evidence suggests otherwise as the 

function may not always fulfil its mandate in isolation. For example, Davidson, 

Godwin-Stewart and Kent (2005) found mere setting up of internal audit was not 

significantly related to a reduction earnings management. This implies that an internal 

audit function may exist in an organization yet “value adding” may still be elusive. 

Similarly, internal audit units exist in Nigerian local governments as prescribed by 

various regulatory frameworks, yet performance remains elusive. In order to add value 

and improve performance, the quality of internal audit is important and the function 

must be supported and embedded in the governance system of the organization. This 
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requires a synchronization with other factors in the organization for improved 

performance.  

 

In view of the myriad of scandals in the Nigerian public sector, especially at the local 

government level in Nigeria, there seems to be no relationship between internal 

controls, internal audit and other contextual factors on performance of these 

organizations. Weak internal audit and inadequate internal controls are acknowledged 

as one prominent factor militating against local government performance and 

responsible for wide spread governance failures (Baltaci & Yilmaz, 2006). Although 

not a full prove against performance problems (Daniela & Attila, 2013), internal audit 

oversight and effective internal controls can reduce opportunistic behaviours, promote 

transparency and accountability and enhance performance of an organization (Asare, 

2009).  

 

Reported cases of fraud, corrupt practices, poor service delivery and wide spread 

poverty attest to the missing link in internal audit - internal control and performance 

relationship and the failure of other institutional contextual factors in Nigerian local 

governments. For example, reported large scale fraud and mismanagement of LGs 

resources in 25 local governments of Delta State revealed shocking internal control 

failures and non-conformance with rules and regulations (SaharaReporters, 2013). The 

report outlined detailed control failures to include fictitious investments, unretired 

advances, illegal placement of funds in banks, outstanding bank loans without proper 

authorization and not spent on any specific project, fictitious book value of cash and 

bank balances. Others include irregular expenditures, and expenditure on items contrary 

to laid down regulations. A look at the above reported control failures shows that 
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oversight over the issues raised falls within the internal audit and internal control nexus 

but it is unknown why with the presence of internal audit and internal controls, such 

huge performance failures still occurred.  Control failures highlighted above have 

potentials of negatively affecting the financial performance of the local government and 

limit the provision of essential services to communities.   

 

These performance failures have undermined the wellbeing of communities as there is 

widespread poverty and reduction in quality of life (IFAD, 2012). Also, service 

deliveries in rural health, water supply, access roads, and primary education have been 

severely affected with escalating youth restiveness in rural areas (Achimugu et al., 

2013). Furthermore, there is a widening gap between the governed and elected officials 

as communities express general apathy in participating in governance (Achimugu et al., 

2013). Therefore, since most of the resources meant for development of communities 

are cornered through mismanagement and corruption, there has been an increasing 

dependence of local governments on federally allocated revenue to keep afloat 

(Olusola, 2011). Also, available statistics show that between 2011 and 2015, all local 

governments in Nigeria were unable to generate up two percent of their total revenue 

(Central Bank of Nigeria, 2016). Coker, Eteng, Agishi and Adie (2015) alleged that 

poor accountability trails internally generated revenue as revenue generated is stolen at 

source by revenue agents and little to nothing is remitted to the local government 

thereby crippling the financial capability of local councils.   

 

Toyin and Oluwaleye's (2014) case study of Ise-Orun local government in Ekiti State 

revealed poor service delivery in infrastructures such as rural water supply, access roads 

and health services. Their study suggests low citizen involvement, lack of transparency 
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and accountability and corruption as undermining factors. However, their study sample 

was inadequate when compared with the population of the local governments and 

analysis made use of non-parametric statistics which did not allow for an examination 

of the relationship between factors identified and service delivery. Other studies on 

performance of local governments in Nigeria lack empirical analysis as many are 

literature review (Akinwale, 2010; Chukwuemeka, Ugwuanyi, Ndubuisi-Okolo, & 

Onuoha, 2014;  Lawal, 2014; Odoh, 2004).  From the foregoing, the relationship 

between internal audit, internal controls and performance is unclear in the Nigerian 

local government context. Internal audit and internal controls in the local government 

were meant to ensure transparency and efficiency in government operations and provide 

assurance on the existence of adequate safety of available resources. However, with the 

poor performance currently experienced, there seem to be no improvement irrespective 

of the presence of internal audit and internal controls.  

 

In order to tackle this menace of mismanagement and fraudulent schemes, the Nigerian 

government has embarked on various reforms involving public procurement and due 

process, setting up of the Independent Corrupt Practices Act and a revision of the 

Financial Regulation including other public circulars to secure government resources 

and transactions. However, anecdotal and empirical evidence discussed above suggest 

otherwise. From the institutional theory perspective, organizations often adopt new 

practices and reforms not only for improved performance but to secure legitimacy of 

their stakeholders (DiMaggio & Powell, 1983). Hence, to maintain legitimacy, they 

tend to conform to the expectations and dictates of their stakeholders. In the long run, 

organizations witness the development of rules and norms that undermine earlier 

acceptable practices (DiMaggio & Powell, 1983). For example, the choice of 
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maintaining in house internal audit and internal control systems in the public sector of 

developing countries could be borne out of the need for legitimacy before stakeholders 

especially of powerful international lending organizations. However, overtime internal 

audit and internal controls practices are taken for granted and weakened even though 

they appear to be in place. For example, various regulatory guidelines for local 

governments were adopted to guide the conduct of operations and ensure quality service 

delivery at the grass roots. However, it seems local governments have “decoupled” in 

the sense that intended outcomes are moving in opposite directions. Following laid 

down procedures can guarantee more value for citizens but with the various 

performance failures in service delivery, it seems local governments have moved away 

from their reason for existence and internal audit and internal controls seem ineffective 

and unrelated to performance. This perhaps, explains some of the performance failure 

problems in Nigerian local government. Thus, it is important to examine the 

institutional context factors and their relationship with local government performance. 

  

Furthermore, the relationships between internal audit and internal controls have 

sometimes been blurred as some researchers see both as synonymous (Vijayakumar & 

Nagaraja, 2012). Other researchers have examined internal audit and internal control to 

determine which precedes the other. For example, Yee, Sujan, and James (2007) found 

that internal audit effective evaluation of internal controls determines its effectiveness. 

Furthermore, some organizations have internal controls in place without an internal 

audit function and rely on the external auditor for assurance on their operations (Al-

Twaijry, Brierley, & Gwilliam, 2003). This implies that they do not see the difference 

between the work of the internal audit and external audit and that both are substitutes.  

Also, Coram et al. (2008) suggests that it is the presence of effective internal controls 
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rather than internal audit that increases the likelihood of detecting unethical acts like 

fraud. However, both internal audit and internal controls are important for performance 

improvement of organizations although the responsibility for each differs (Aikins, 

2011; Coram et al., 2008; Fadzil, Haron, & Jantan, 2005; Goodwin-Stewart & Kent, 

2006;  Hermanson & Rittenberg, 2003; Hermanson, Smith, & Stephens, 2012). The 

importance of both is recognized in the Nigerian local government, hence the setting 

up of internal audit function and internal controls as part of the governance process. 

 

As acknowledged in previous discussion, the quality of internal audit and effectiveness 

of internal controls are crucial in improving and sustaining performance of an 

organization. The quality of internal audit has been acknowledged to minimize risks, 

improve control issues, efficient operations, reduce external monitoring cost, reduce 

earnings management, mitigate fraud risks and minimize other opportunistic 

behaviours within an organization (Asare, 2009; Coram et al., 2008; Ege, 2015; Fadzil 

et al., 2005; Feng, Li, McVay, & Skaife, 2015; Prawitt, Smith, & Wood, 2009; Singh 

& Newby, 2010). However, Davidson et al. (2005) found no evidence that the presence 

of internal audit could be associated with lower earnings management. Also, Ege (2015) 

suggest that if managers can control the quality of internal audit, they can easily engage 

in opportunistic behaviours without being noticed. The implication of the above is that 

an organization may still have an internal audit function and internal controls, yet 

management excesses may not be curtailed especially where aspects of the function can 

be contained and controls can be overridden by management. In addition, other 

researchers have argued that internal audit and internal controls alone could not 

promote improve performance in the public sector without their being embedded in 

governance processes of the organization (Baltaci & Yilmaz, 2006). Therefore, in 
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addition to internal audit quality and internal controls, other institutional context factors 

are important because they provide the foundation for the earlier mentioned factors to 

improve performance. It is imperative to note that where these factors are missing, 

internal audit and internal controls operations become difficult. For example, where the 

pervading culture in an organization is ethical, members of the organization find it 

easier to follow laid down procedures and the job of internal audit is less labourious. 

Institutional context factors relates to the environment under which local government 

operations take place including internal audit and internal controls.  

 

Most of the studies on internal audit quality and internal controls were done in the US 

(Aikins, 2011; Ege, 2015; Lin, Pizzini, Vargus, & Bardhan, 2011; Prawitt et al., 2009) 

and Australia (Davidson et al., 2005), few developing countries (Fadzil et al., 2005; 

Haron, Ibrahim, Jeyaraman, & Chye, 2010) and most of these studies were in the private 

sector. Also, findings are still mixed as further evidence is needed because the political 

and institutional environment of Nigeria differs from developed countries like the US 

and no such study has been done in the Nigerian context. Nigeria only returned to 

democracy in 1999 after 30 years of military rule and this has far reaching effects on 

how government is ran. Frank and Ukpere (2012) assert that the “social environment 

under the military era still echoes in operations of government”. Also, the prevailing 

structures in the public sector are largely modeled after the colonial masters (UK). 

Hence, adopting such structures may not be without consequences as the institutional 

environment shapes the outcomes in public sector organizations. 

 

In Nigeria, few studies have delved into examining internal audit and internal controls 

in the public sector. For example, Onatuyeh and Aniefor (2013) examined the role of 
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effective internal audit in management and accountability of public sector in Edo State. 

Although their study found some evidence that effective internal audit promotes 

accountability, their measure of effective internal audit leaves much to be desired as no 

reliability or previous test of their instrument was reported. Also, analysis was merely 

descriptive. In another study, Ebimobowei and Kereotu (2011) conducted a study of 

audit expectation gap in two southern states of Nigeria using 96 internal auditors in 

state ministries. Their study suggests that the widespread governance failures are a 

result of internal audit not performing its role. Their study ignored the quality of internal 

audit and other factors in the organization in arriving at their conclusion as these are 

important for a balanced assessment of performance in the public sector.  

 

Furthermore, Babatunde (2013) studied the impact of effective internal controls on 

financial accountability of public sector agencies in Lagos state. Findings suggest that 

effective internal controls affect financial accountability and that compliance with 

internal controls is affected by enforcement of sanctions. However, the measure of 

effective internal controls was assumed to be same as existence of internal controls; 

internal controls may exist without being effective. Also, effective internal controls 

were not related to performance. Hence, this study extends previous studies by adapting 

more acceptable measures of constructs. Also, effective internal controls and internal 

audit quality were related to local government performance. Assessing these 

relationships would help clarify where attention should be focused as it concerns local 

government performance in Nigeria. 

 

 Baltaci and Yilmaz (2006) acknowledged the limited number of studies on internal 

control and internal audit in the public sector, especially at the local government level 
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and called for further research. Furthermore, it is important to examine internal audit 

quality, effective internal controls and other institutional context factors and their 

relationship to local government performance. On the basis of the above, what is the 

quality of internal audit unit? What relationship exists between the quality of internal 

audit, effective internal controls and local government performance in Nigeria? What 

relationship exist between institutional context factors and local government 

performance in Nigeria? Therefore, this study aims at examining these relationships in 

the context of local governments in Nigeria. 

1.3 Research Questions 

In line with the above discussion on the need to carry out this research, the following 

questions are to be addressed: 

1. Is there a relationship between internal audit quality and local government 

performance in Nigeria? 

2. Is there a relationship between: 

a) Internal audit competence and local government performance in Nigeria? 

b) Quality of work performed and local government performance in Nigeria? 

c) Organizational independence and local government performance in 

Nigeria? 

d) Internal audit training and development and local government performance 

in Nigeria? 

e) Management support for internal audit and local government performance 

in Nigeria? 

3. Is there a relationship between effective internal controls and local government 

performance in Nigeria? 
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4. Is there a relationship between institutional context factors and local 

government performance in Nigeria? 

1.4 Research Objectives 

The main objective of this study is to examine the extent to which internal audit quality, 

effective internal controls, and institutional context factors impact local government 

performance in Nigeria. The specific objectives of the study are as follows: 

1. To determine the relationship between internal audit quality and local 

government performance in Nigeria. 

2. To determine the relationship between:  

a) Internal audit competence and local government performance in Nigeria. 

b) Quality of work performed and local government performance in Nigeria. 

c) Organizational independence and local government performance in Nigeria. 

d) Internal audit training and development and local government performance 

in Nigeria. 

e) Management support for internal audit and local government performance 

in Nigeria. 

3. To examine the relationship between effective internal controls and local 

government performance in Nigeria. 

4. To examine the relationship between institutional context factors and local 

government performance in Nigeria. 

1.5 Scope of the Study 

This study investigates internal auditor quality, effective internal controls and other 

institutional context factors influencing local government performance in Nigeria. 
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Specifically, it examines institutional factors that could enhance or hinder their 

contribution to performance. The study is limited to an assessment of the following 

aspects of local government: internal audit quality, effective internal controls, strategic 

planning, top management commitment, strategic mission, corporate ethical culture, 

internal auditor and external auditor collaboration, internal audit relationship with 

management and auditees, regulations, political interference and their influence on 

performance of local governments in Nigeria. 

  

The local governments constitute the context of the study because of their unique 

position as closest to communities. Also, local governments are better positioned to 

bring about rapid development of the country when resources are properly managed 

and secured. Furthermore, local governments are able to effectively undertake projects 

and developments that federal and state governments may not be able to handle. The 

local government as the third tier of government is in a crucial point in history where 

stakeholders are demanding answers for the widespread governance failures; it is 

important to ascertain the role of internal audit quality and effective internal controls.  

Combination of unique organizational resources, effective internal control and a high 

quality internal audit could offer protection against accountability failures and 

contribute to organizational performance. 

  

The survey was limited to the responses of heads of internal audit function on behalf of 

their respective local governments.  Heads of internal audit are chosen to respond on 

behalf of their local government by virtue of their work and as part of the management 

team are best judges of how well resources are used and how efficient and effective 

operations are running (Asare, 2009). Furthermore, the study is quantitative by nature 
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and data collection was cross sectional. Questionnaire served as the data collection tool 

from the local governments in the geopolitical zones of the country and this lasted for 

a period of five months. Also, follow up interviews were conducted to provide 

clarifications on the results of the survey. This was particularly necessary to provide 

support for empirical findings that emanated from the test of hypotheses. 

1.6 Significance of the Study 

The main recipients of this study are the local governments in Nigeria. Other local 

governments in developing countries would equally find this study useful. This is 

particularly important to public sector organizations in the developing countries, 

especially local governments in Nigeria, who are struggling to find solutions to 

performance failures in their institutions. Previous studies were carried out in the 

Western context particularly the US while the present study focuses on a developing 

country like Nigeria. Thus, given the peculiar social, economic, and cultural setting of 

Nigeria, other developing countries with similar settings would find this study valuable 

in addressing performance failures. Also, this study contributes to the understanding of 

the empirical relationships among internal audit quality, effective internal controls, 

institutional context factors, and performance in the public sector, as these have not 

been extensively addressed in literature (Baltaci & Yilmaz, 2006; Hermanson & 

Rittenberg, 2003; Mihret, Mula, & James, 2012). Thus, this study is significant in filling 

this gap and adding to existing literature on effective internal controls, internal audit 

quality, institutional context factors and performance theories by examining the issues 

from a developing country perspective.  
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Findings from this study provide insight on how to better position internal audit, 

internal controls and other institutional context factors in the public sector for better 

organizational performance. Positioning the internal organization through effective 

internal controls and quality internal audit for effective service, can enhance financial 

performance and improve the effectiveness and efficiency of service delivery in the 

local government (Aikins, 2011). Furthermore, findings from this study highlighted the 

need to align other institutional factors for the development and positioning of local 

governments for better service delivery and performance. Internal audit and internal 

controls do not operate in a vacuum. Their effectiveness in producing enhanced 

performance depends on their interaction with other contextual factors such as 

corporate ethical culture, regulations, planning, mission, internal audit relationships, 

commitment on the part of management, and interference from regulators. Thus, all 

these factors work together to bring about performance and value to communities. 

Hence, the study provides guidance to elected representatives and local government 

administrators on internal issues to be addressed to improve performance and better 

provide assurance to the communities they serve. In essence, the study underscores the 

need for local governments to pay attention to unique human resources within their 

context and how these work with other factors in shaping performance outcomes. 

 

Also, this study revealed the nature of relationship among internal audit quality, 

effective internal controls, and other institutional context factors influencing 

performance of local governments in Nigeria. These were examined under the 

institutional theory and resource-based view. From the variables studied, both 

institutional and resource-based theories were supported. For example, regulatory 

effectiveness should enhance performance, but results from this study did not provide 
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support for this. Also, the study finds a negative influence of political interference on 

local government performance. According to institutional theory, organizations 

sometimes decouple; where laid down rules and policies are actually operating in an 

opposite direction from initial plans. In this case, regulation and interferences were 

meant to enable local governments attain performance but this study finds no support 

for this. Furthermore, from the resource-based perspective, the study provides evidence 

of the importance of resources (skills, relationships, administrative) in enhancing 

performance of local governments.  In addition, this study differs from previous studies 

of performance in the public sector as shown in the unique research framework of this 

study. This is the first study that captures these variables in examining performance of 

local governments using these theories. Finally, this study showed that human resource 

and other influences from within and outside the organization work together to shape 

performance in the local government. This also determines organizational survival. 

Also, by using heads of internal audit as respondents and conducting interviews on six 

participants from diverse backgrounds in the local government, the study exposes 

factors which may be responsible for the seemingly lack of value added by internal 

audit. Internal audit and internal controls are part of the organization and to add value, 

other factors in the organization must align for this to happen. 

1.7 Organization of the Thesis 

This study is organized into six chapters. Chapter One introduces the proposed study 

and consists of the background to the study, problem statement, research questions, 

research objectives, the study's scope, significance of the study and organization of the 

thesis. Chapter Two presents the historical development of local governments in 

Nigeria. Chapter Three is the literature review and discusses the constructs of the study: 
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organizational performance, internal audit quality, effective internal controls, corporate 

ethical culture, internal and external audit collaboration, internal audit relationship with 

management and auditees, political interference, strategic planning, strategic mission, 

and top management commitment. Previous studies related to these constructs are also 

discussed in the literature review. Chapter Four discusses the theoretical framework, 

underpinning theories and the development of the study's hypotheses. Chapter Five 

dwells on the methodology adopted for this study. It specifically discusses the 

population of the study, sampling method adopted, data collection technique, 

questionnaire design, and method of analysis adopted for the study. Furthermore, 

Chapter Six presents the data analysis and results of the study. Chapter Seven discusses 

the findings of the study, its implications, and conclusion of the study. 
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CHAPTER TWO                                                                   
DEVELOPMENT OF LOCAL GOVERNMENTS IN NIGERIA 

2.1 Introduction 

This chapter briefly discusses the historical development of local governments in 

Nigeria from the colonial and post-colonial era. Particularly, the chapter presents a brief 

narration of the historical background and development of local governments in 

Nigeria. It also discusses the evolution of internal audit in Nigeria's public sector with 

emphasis on local governments. Local governments in Nigeria were created primarily 

to foster grassroots development in communities and internal audit serves to ensure that 

resources are utilized judiciously as planned. It is pertinent to note that internal audit is 

a requirement in all government agencies in Nigeria and the function has a long standing 

history in the public sector. 

2.2 Background of Local Governments in Nigeria 

Nigeria operates a federal system of government comprising of three tiers: the federal, 

state and local governments. Each of the tiers of government discharges its 

responsibilities in accordance with what is enshrined in the constitution 

(Uhunmwuangho & Aibieyi, 2013). Local governments occupy the third tier and are a 

means of communicating central government policies and programs to people at the 

grassroots level and foster rapid development of communities.  The importance of local 

governments in Nigeria would be incomplete without a look at historical developments 

that shaped its existence. Local governments evolved from the colonial era to their 

present day form and it is imperative to have an overview of the events that shaped its 

existence. Remarkable points in the history of Nigerian local governments can be 

grouped into the colonial era and the post-independence period.  
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The Nigerian colonial masters established indirect rule in 1861 and administration was 

mostly done through traditional leaders and local governments took the form of native 

authorities whose primary duties was to ensure compliance to laid down laws in the 

respective provinces (Olasupo & Fayomi, 2012). The system worked well in the 

northern region but had severe problems in the southern region and between 1930 and 

1940; major reforms saw the replacement of native authorities with Chiefs-in Council. 

The head of the Council had no powers to act without the approval of other members 

and appointment into the Council were mainly done by the colonial masters, thus 

depriving nationalist the opportunity to serve their communities. Agitation for reforms 

to address the unrepresentative membership of the Chiefs-in-Council grew and saw the 

first emergence of an elected local government in Lagos, former eastern region and the 

western region. However, elected local governments were largely tailored toward the 

British Whitehall model which had traditional rulers as part of the council.  

 

The legal framework for administration was captured in the respective regional local 

government law: eastern region local government ordinance of 1958, the western region 

local government law of 1952 and the northern region's local government native 

authority law of 1954. Local government council's functions included primary 

education, police, judiciary, health amongst others and councils had some control over 

finance, personnel and administrative issues (Adeyemo, 2005b). It is imperative to note 

that councils operated under separate laws as shown by the various regional laws of the 

local government and also developed at different levels. Thus, there was no unified 

system in place to ensure uniformity of laws. 
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The period between independence in 1960 and 1966 witnessed several changes in the 

responsibilities of local councils (Adeyemo, 2005b). For example, amendment of the 

local government law of the western and eastern regions saw the abolishment of powers 

to levy education and general rates on the basis of need. However, the northern region 

experience slower changes with its councils increasingly consisting of more elected 

representatives which gave rise to recorded successes in primary education delivery to 

communities.  

 

In 1976, major reforms were embarked on by the federal government in partnership 

with the states to strengthen the local governments and had the following objectives: 

encourage participation of the people in community development, foster political 

participation by encouraging initiative and leadership at the grass roots, to provide 

goods and services tailored to meet the needs of the community through delegation to 

elected representatives (Adeyemo, 2005b). The 1976 reforms for the first time 

recognized the local government as the third tier of government enshrined within a 

common institutional framework with prescribed functions and duties. In order to drive 

home its support, 1977 witness the allocation of five percent of all federally collected 

revenue to the local government and subsequently captured in the 1979 Nigerian 

constitution (Adeyemo, 2005b). However, the civilian regime between 1979 and 1983 

ignored the provisions of the 1979 constitution and handpicked administrators for local 

governments instead of allowing them emerge through conducting elections. The 

military regime from 1984 continued with the appointment of sole administrators for 

local governments but by 1992, local government statutory allocation increased to 20 

percent thus increasing the amount of resources at the disposal of councils for 

development (Adeyemo, 2005b). Today, local governments get 20.60 percent revenue 
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accruing to the nation's federation account and another 35 percent share of value added 

tax poll account revenue.  

 

In the years 2012, 2013 and 2014, total revenue accruing to Nigerian local governments 

from the federation account amounted to 1,648.2 billion naira, 1,810.1 billion naira and 

1,614.8 billion naira respectively (Central Bank of Nigeria, 2012, 2016). The huge 

amount of financial resources available to local governments should foster massive 

development of communities and promote the general well-being of its people by 

greatly reducing poverty. However, the reverse seems to be the case as a study by the 

International Fund for Agricultural Development  reports that "poverty is severe in rural 

areas, where up to 80 percent of the population live below the  poverty line, and social 

services and infrastructure are limited" (IFAD, 2012 p. 2).  

2.3 Political and Administrative Structure of Local Government in Nigeria 

Part II Section 7(1) of the Fourth Schedule of the 1999 Constitution of the Federal 

Republic of Nigeria, provides for a democratically elected local government councils. 

However, subject to Section 8 of the 1999 Constitution of the Federal Republic of 

Nigeria, states are to ensure the existence of local governments under a law which 

provides for their establishment, structure, composition, finance and functions. 

Consequently, every state in Nigeria has a local government law. The content of the 

local government law contains establishment of the local government, election of 

political office holders, their functions, tenure of office, and departments of local 

government and their various duties. Generally, local government law of each state is 

similar and draws from the dictates of the 1999 Constitution except for minor 

differences resulting from context of the local governments. However, every aspect 
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regarding the functioning of the local governments in Nigeria is similar in structure and 

derived from the Constitution of the Federal Republic of Nigeria and other federal laws 

of Nigeria. 

 

Generally, the local government law of each state provides for an elected legislative 

council of the local government. The legislative council consists of elected councillors 

who represent each ward in the local government. The legislative council is responsible 

for debating and passing bye-laws for the local government, amending and approving 

the local government annual budget, and having oversight of local government 

departments to ensure the executive committee adequately discharges its 

responsibilities. The legislative council also examines monthly reports on revenue and 

expenditure of the local government.  

 

Furthermore, the local government law provides for an elected chairman and vice 

chairman of the local government council. The chairman of the local government 

council is the chief executive officer and accounting officer of the of the local 

government council. The chairman of the local government is saddled with providing 

political leadership and oversight of implementing policies with respect to budgets and 

other programmes of the local government. Mobilization of community support for 

development, negotiating and facilitating grant resources of the states and federal 

government also form part of the responsibilities of the chairman. The vice chairman is 

the deputy to the chairman and is responsible for assisting the chairman and carrying 

out duties as assigned. The tenure of elected officers of the local government terminates 

at the end of the period for which they were elected. Their tenure is between two to 

three years depending on the state law. 
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In addition to the Constitution of the Federal Republic of Nigeria and the local 

government laws of each state, local government are guided by the 2006 Federal 

Republic of Nigeria Approved Scheme of Service for local government employees. The 

approved scheme of service contains the structure of local government departments, job 

description of employees, entry qualification, salary scale, and conditions of service for 

career progression. The local government service commission supervises all employees 

of the local government in each state and it is responsible for implementing the scheme 

of service for local government employees. Hence, all matters relating to recruitment, 

promotion, transfer, discipline and training of local government staff rest with the local 

government service commission. The local government service commission is 

established in each state and consists of a chairman and six members appointed by the 

governor. The tenure of appointed members of the local government service 

commission is four years. In addition, each state has a ministry for local government 

affairs charged with the responsibility of monitoring the activities of local governments 

and acting as liaison between the local government and the state government. 

 

In line with the 2006 Federal Republic of Nigeria Approved Scheme of Service for local 

government employees, the local government has seven departments. They are: 

administration and general services; agriculture and natural resources; budget and 

planning; finance; primary healthcare; social development, education, information, 

sports and culture; and works, transport, housing, lands and survey. Each local 

government department has an administrative head who are designated directors. Also, 

there is a head of administration that coordinates the activities of all departments in the 

local government council. The head of administration is appointed by the local 
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government service commission and is responsible for advising council on policy 

matters, implementing council decisions, administration, management and control of 

council staff, and implements the rules and regulations of the local government service 

commission regarding staff issues. 

 

Furthermore, local government maintains committees to aid administration of the 

affairs of councils. These committees include executive committee, fund management 

committee, revenue committee, prepayment inspection committee, Tenders committee, 

and local government board of survey. Memberships into these committees include 

both political office holders and other officers of the local government. 

2.4 Functions of Local Government Councils in Nigeria 

Currently, Nigeria has 774 constitutionally recognized local governments spread across 

the six geopolitical zones of the country: North-East, North-West, North-Central, 

South-East, South-West, and South-South. Each local government has an elected 

administrative and legislative council responsible for running the affairs of the local 

government. The federal and state governments have varying degrees of influence over 

the affairs of the local government. Each tier of government in Nigeria has taxing rights 

within its jurisdiction. The functions of local government councils in Nigeria are stated 

on the Fourth Schedule of the 1999 Constitution of the Federal Republic of Nigeria and 

the type of taxes to be assessed by the local government is clearly outlined in the 1999 

Constitution. Local governments are expected to collect certain taxes as stipulated by 

the relevant section of the 1999 Constitution to foster economic development.  
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2.5 Internal Audit and Local Government in Nigeria 

Internal Audit is generally practiced in the public sector across the three tiers of 

government in Nigeria. Public sector financial management, auditing, accounting and 

financial reporting are guided by the 1999 Nigerian Constitution, Finance (Control & 

Management), Act 1958; Fiscal Responsibility Act (FRA) 2007; Public Procurement 

Act (PPA) 2007; Statistics Act, 2007; Financial Regulations 2009; Federal Treasury 

Accounting Manual; Federal Treasury Circulars 2010 and other pronouncement of 

major professional bodies who seek to guide members engaged in public service on 

standards of best practices.  

 

The 1999 Constitution sets out the sources and utilization of government finances, 

controls to be applied to ensure proper functioning of accounting systems, and 

procedures for audit and investigations and appropriation procedures. The management 

and operation of government accounting practices including accounts preparation and 

financial reports are governed by the Finance (Control and Management) Act 1958. 

Furthermore, guidelines on promoting accountability and auditing of public resources 

are contained in the Audit Ordinance 1956. Annual appropriation Act guides the 

operation of the consolidated revenue fund and the Financial Memorandum 1999 

regulates accounting practices at all tiers of government including the local government 

level. Also, the Financial Regulation (revised as at January 2009) sets out the rules and 

regulations governing the control, management and regulation of public funds in order 

to promote transparency and accountability. 

  

Internal audit practice and its role in the Nigerian public sector are outlined in the 

Financial Regulation (revised as at January 2009). According to chapter 17 of the 
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Financial Regulation (2009), the Accountant-General is expected to set up internal audit 

units in all Ministries, Departments and Agencies (MDAs). Nigeria is a Federation, 

therefore each state is at liberty to establish its own system if the matter is not on the 

Exclusive Legislative list. Most states have other guidelines like the financial 

instruction as additional regulations of financial matters for the state. However, the 

contents of these additional guidelines are laid out to follow those outlined in the 

Constitution and other Federal Laws with very little modifications to suit the state and 

local governments. Where there are conflicts, the federally enacted regulations take 

paramount effect.  

 

In the Financial Regulation (revised as at January 2009), there is provision for the 

establishment of internal audit units in all ministries/extra-ministerial offices of all arms 

of government. The internal audit unit is made up of the head of internal audit and staff 

attached to the unit are employees of the Local Government Service commission. The 

head of internal audit unit is appointed by the Local Government Service Commission 

and is directly responsible to the accounting officer (the Chairman of the local 

government) for internal financial control of the local government. The head of internal 

audit is charged with ensuring detailed audit of the accounts, records and evaluation of 

laid down systems and procedures in the local government. Specifically, the head of 

internal audit is to provide continuous audit of the accounts, revenue, expenditure, and 

assets of the local government. The head of internal audit is also responsible for 

prepayment and post payment audit of all payment vouchers in the local government. 

He is also responsible for ensuring that all financial transactions of the local government 

are conducted in a transparent and professional manner while maintaining the highest 

public sector governance standards. Furthermore, the head of internal audit is 
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responsible for ensuring public resources are safeguarded against abuse, 

misappropriation and fraud. 

 

According to the Financial Regulation (revised as at January 2009), the head of internal 

audit submits detailed annual audit plans to the accounting officer of the local 

government. The annual audit plans should cover all aspects of the local government to 

ensure compliance with laid down rules, accuracy of revenue received, expenditure 

control, safeguard of assets and accuracy of accounting records. It is interesting to note 

that aside the laid down regulations on the operations and role of internal audit in the 

Financial Regulation (revised as at January 2009), there is no mention of internal audit 

in the Federal Government of Nigeria 2006 approved scheme of service. Internal 

auditors are assumed to be under the finance function of the local government, unlike 

other employees, have no defined internal audit career path. The responsibility for 

transfers, promotion, dismissal, career progression, development and training of the 

internal auditor is undertaken by the Local Government Service Commission in each 

state. Hence, as employees of the commission, internal auditors are subject to the same 

rules binding other non-audit staff in the local government.  
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CHAPTER THREE 
LITERATURE REVIEW 

3.1 Introduction 

This chapter is concerned with the review of relevant literature on internal audit quality, 

effective internal controls and institutional context factors affecting performance local 

government performance. Particularly, this chapter attempts to give understanding of 

the main constructs of the study and their theoretical linkages. Also relevant studies that 

aid the development of the research hypotheses are discussed in this chapter.  

3.2 General Overview of Organizational Performance 

Organizational performance (OP) is a dynamic concept and has attracted the attention 

of various scholars around the globe yet there is no consensus on a definition that 

captures the various facets of organizational life (Amirkhanyan, Kim, & Lambright, 

2008; Boyne, 2003; Meier, O’Toole, Boyne, & Walker, 2006; Selden & Sowa, 2004). 

Organizational performance differs in contexts and means different things depending 

on usage. In essence, no one definition fits all cases and so scholars conceptualize the 

construct based on their research focus. 

 

In view of the complex nature of OP, scholars have defined the construct differently to 

suit the purpose (Brewer & Selden, 2000; Cameron & Whetten, 1981; Kaplan & 

Norton, 1992; Neshkova & Guo, 2011; Rainey & Steinbauer, 1999; Zammuto, 1984). 

For example, Cameron and Whetten (1981) operationalized OP as organizational 

effectiveness which differs along an organization's life cycle. Similarly, Brewer and 

Selden (2000) operationalized OP as achieving set targets with same or less inputs. This 

definition emphasizes efficiency, that is, achieving more with less or same number of 
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inputs. Also, Rainey and Steinbauer (1999) define OP as the ability of an organization 

to meet its set goals and how well members of the organization apply set standards 

towards the goals of the organization. Here, OP results from the joint efforts of members 

of the organization towards achieving objectives. 

 

 Kaplan and Norton (1992) also operationalized OP from the balanced scorecard 

perspective where organizational goals are viewed in terms of core aspects of its 

operations such as financial, customer, internal operations, and innovation and learning. 

Scholars generally disagree on what definition of OP is more important and what the 

most appropriate measures should be as some dimensions of OP are not amenable to 

measurement especially in the public sector (Rainey & Steinbauer, 1999). It is obvious 

from the above that OP definition varies and depends on the researcher's perspective 

and the objective of the research. Furthermore, OP is said to be multidimensional and 

complex construct and various researchers both in the public and private sectors have 

studied the phenomenon from varied perspectives. In view of this, Zammuto (1984) 

noted that there are endless numbers of performance or effectiveness frameworks that 

could be studied especially because varying perspectives on what is considered an ideal 

state of affairs exist. He suggested a multiple constituency of OP models which adopts 

"relativistic power, social justice and evolutionary perspectives".  Scholars generally 

disagree on what definition of OP is more important and what the most appropriate 

measures should be as some dimensions of OP are not easily measured (Rainey & 

Steinbauer, 1999). Table 3.1 shows various dimensions of OP construct that have been 

studied by various researchers and there is still no consensus on which dimension is 

best. The lack of consensus is particularly more pronounced in the public sector where 
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goals and objectives are vague and have multiple stakeholders with competing interest 

(Boschken, 1994).  

 
Table 3.1  
Organizational Performance Dimensions 
Dimension Author 

Financial, customer, internal process, innovation and 
learning Kaplan & Norton (1992) 

Quantity and quality of outputs, efficiency, equity, 
outcomes, value for money, consumer satisfaction  Boyne (2003) 

Management and programme performance  Selden & Sowa  (2004) 
Fiscal strength  Carmeli & Tishler (2004) 
Fiscal health Coffe & Geys (2005) 
Efficiency, effectiveness, responsiveness  Walker & Boyne (2006) 
Service quality and access to services Amirkhanyan et al. (2008) 
Financial management performance Boex & Muga (2009) 
Responsiveness, representation, accountability Bratton (2010)  
Council effectiveness  Nelson, Gabris, & Davis (2011) 
Technical efficiency Worthington & Dollery (2001) 
Efficiency Neshkova & Guo (2011) 

Financial outcome  Espedal, Kvitastein, & 
Grønhaug (2012) 

Sales revenue  Mollick (2012) 

Operational performance, financial performance  Van De Voorde, Paauwe, & Van 
Veldhoven (2012) 

Work performance, financial performance  Shaw, Park, & Kim (2013) 

Financial performance Gomes, Alfinito, & 
Albuquerque. (2013)  

Accountability, efficiency, effectiveness, consumer 
satisfaction  Park & Cho  (2014) 

Financial performance Aikins (2011) 
 

3.3 Theoretical Background 

Various theories have been adopted to explain the internal audit function's role and 

quality, effectiveness of internal controls and other influences on an organization's 

performance and outcomes. Therefore, this section reviews related theories that have 

informed research into factors that influence performance. The agency theory, 

contingency theory, transaction cost theory, institutional theory, and the resource-based 

theory have been used to examine factors that influence performance. However, this 
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work focuses on the institutional theory and the resource-based theory which are most 

relevant to the present study. 

3.3.1 Institutional Theory 

Institutional theory holds that the institutional environment impacts the development of 

structures and practices in an organization more than market pressures do. That is, 

organizations within a particular context are faced with pressures to conform to certain 

norms, rules, schemas, routines and processes in order to secure legitimacy within the 

institutional environment (DiMaggio & Powell, 1983). Also, Scott (1995) sees 

institutions as social structures made up of cultural-cognitive, normative, and regulative 

components along with attendant activities and resources that supply stability and 

means to social life. Institutions are carried through routines, relational systems, 

symbolic systems and artifacts and operate at different levels of jurisdiction, from a 

broad international level to localized interpersonal relationships. Hence, institutions are 

subject to change even though by definition, stability is implied. Institutions are a 

collection of organizations within a context who share similar norms and processes 

(Phillips, Lawrence, & Hardy, 2004).  

 

Institutions result from past activities which have been incorporated into organization's 

processes and have been accepted as normal. Therefore, the behaviour of organizations 

can be explained from inferring on the roles played by social processes, expectations 

and accepted practices. In other words, the context in which an organization is situated 

influences its behaviour which leads to the adoption of similar processes and practices 

(Meyer & Rowan, 1977). In addition, the institutional context is made up of actors who 

exert pressure on organizations which in the long run produces similarities in practices 
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(DiMaggio & Powell, 1983). The theory places emphasizes on rules and influences 

imposed by parties outside the organization. These parties include government, values 

and norms in the wider society now internalized by the organization and impact of 

professional bodies (Collier & Woods, 2011).  

 

Institutional theory emphasizes institutionalization and isomorphism processes (Hu, 

Hart, & Cooke, 2007). Institutionalization refers to the process whereby formal 

structures are widely accepted as best practice and serves to make the organization look 

legitimate. Therefore, a search for legitimacy is associated with conformance with 

similar practices found in other organizations that are seen as more successful (Tolbert 

& Zucker, 1999). Legitimacy is a general perception of the actions of an entity as 

desirable and appropriate and in line with the values and norms already established in 

society (Suchman, 1995). Legitimacy within the institutional environment helps the 

organization to survive and maintain the support of stakeholders even when efficiency 

is reduced. Simply put, institutional theory enquires into how structures are "created, 

diffused, adopted, and adapted over space and time; and how they fall into decline and 

disuse" (Scott, 2004 p. 408). Furthermore, as these formal structures are adopted and 

internalized, a patterned behaviour will result and taken for granted after sometime. 

Hence by creating structures that comply with the dictates of the institutional 

environment, the organization signals it is upholding collective norms and values in an 

appropriate manner (Meyer & Rowan, 1977). It has been argued that organizations 

require legitimacy to create favourable perceptions of them in the environment and 

enhance long run survival (DiMaggio & Powell, 1983; Meyer & Rowan, 1977). 

Adopting similar structures as a result of institutional pressures creates similarity 

among organizations within similar setting referred to as institutional isomorphism. 
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Zucker (1987) argues that in adopting similar structures, isomorphism results and 

enhanced survival as well. Homogeneous structures result from three forms of 

pressures: coercive pressures, mimetic pressures, and normative pressures. 

 

Coercive pressures are external influences on the organization, mainly resulting from 

government, regulatory bodies and other agencies which favour the adoption of certain 

structures. Organizations are coerced into adopting rules (formal and informal), norms, 

and regulation (DiMaggio & Powell, 1983). For example, political pressures and legal 

requirements are associated with coercive forces. It mainly highlights pressures from 

organizations on which they depend. Also, mimetic pressures results from imitating 

successful activities from other organizations especially when there is a high level of 

uncertainty within an organization. In other words organizations are pressured to 

imitate other organizations who are perceived to be more legitimate and successful 

(DiMaggio & Powell, 1983).  

 

Normative pressures highlight the influence of professional bodies and consultants on 

the organization through hiring policies. It portrays various standards of 

professionalism organizations are expected to adhere to and considered legitimate by 

virtue of having professionals as employees. These standards are communicated 

through education and training of professionals and various certification processes of 

professional bodies. Professional bodies and government have been identified as major 

influences on present day institutions (DiMaggio & Powell, 1983). Therefore forces 

within the environment continue to shape and define institutions. Also, DiMaggio and 

Powell (1983) suggest that the various forms of isomorphism can operate at the same 

time and may not always be empirically differentiated. Meyer and Rowan (1977) 
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concluded that increase rate of isomorphism results when firms excessively depend on 

the institutional environment, have unclear goals and trailed by uncertainty, and depend 

a lot on the services of professionals. In essence, to be successful, organizations within 

an institutional context must conform to prevailing norms, rules and other factors within 

their environment. Institutional theory also holds that organizations sometimes engage 

in "decoupling" as a way of minimizing the impact of formal structures, and thus appear 

to be acting along prescribed rules when the reverse is the case and at the same time 

maintaining legitimacy before stakeholders (Meyer & Rowan, 1997; Mihret, 2010). In 

essence, actual activities may differ from those prescribed by the institutional 

environment.  

 

The public sector is driven by issues regarding economy, efficiency and effectiveness 

as opposed to profits. The wellbeing of the community as opposed to shareholders, 

therefore local government performance is influenced by isomorphic factors from the 

institutional context and other internal organizational factors as well. External 

influences from higher government agencies, professional bodies and other normative 

influences on government financial management impact government internal controls 

and internal audit which are fundamental in the monitoring process over controls. 

Institutional theory has been applied in researches in auditing, accounting and other 

control systems of organizations (Al-Twaijry et al., 2003; Arena, Arnaboldi, & Azzone, 

2006; Arena & Azzone, 2007; Christopher, Sarens, & Leung, 2009; Mihret et al., 2012; 

Mihret, 2010). 

  

Al-Twaijry et al. (2003) adopted this concept in the study of differences in the 

compliance to standards and practice of internal auditing in Saudi Arabia. Institutional 
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theory has also been used to examine the development of internal audit units in Italy 

(Arena et al., 2006). Their study found differences in the features of internal audit 

departments which resulted from institutional pressures. Also, Isomorphic pressures 

were found to influence how much support internal audit received in a survey of 364 

Italian companies (Arena & Azzone, 2007). The current changing role of internal audit 

is largely attributed to regulatory and cultural shifts within and outside the organization 

and which see the function as value adding (Soh & Martinov-Bennie, 2011). Mihret 

(2010) employed institutional theory and Marxist theory of the circuit to examine the 

determinants of internal audit effectiveness and its performance implication in Ethiopia. 

The study examined government enterprises and other private companies and return on 

investment was proxy for Performance. The study failed to establish significant 

relations between internal audit effectiveness and return on investment citing smallness 

of sample size as possible limitation. Therefore, he called for future research that 

examines the relationship using performance as a multidimensional construct.  This 

work is in response to calls for more research especially in developing countries to 

provide insight on internal audit and internal control practices and how they impact 

government performance. Therefore, this study adopts the institutional theory to 

examine the institutional context factors that influence local government performance 

in Nigeria. 

3.3.2 Resource-based Theory 

Proponents of the resource-based theory argue that an organization competitive 

advantage comes from valuable resources: tangible and intangible and capabilities 

within it and these accounts for variations in performance of firms (Barney, 1986; 

Barney, 1991; Wernerfelt, 1984). Thus each firm is made up of unique resources and 
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capabilities that have been nurtured and enhanced overtime. To be on the competitive 

edge, firms must seek out and harness those resources and capabilities that make it 

unique from its competitors. The resource based theory focuses on the internal strengths 

of an organization (Prahalad & Hamel, 1990; Wernerfelt, 1984). Also, Grant (1991) 

emphasizes that the resource-based theory focuses on firm's resources and capabilities 

as drivers of strategy focus and major determinants of profits. He further argues that in 

a dynamic and unstable environment, a firm's resources and capabilities provide 

internal stability that enables the organization survive. Hence, a combination of firm 

resources and capabilities are important tools for survival as it originates from within 

the organization. 

 

Resources comprise of "all assets, capabilities, organizational processes, firm attributes, 

information, and knowledge controlled by a firm that enables the firm to conceive of 

and implement strategies that improve its efficiency and effectiveness" (Barney, 1991 

p. 101). Furthermore, resources are described as assets which enable an organization 

achieve its goals or enhance its performance on set critical success factors (Bryson, 

Ackermann, & Eden, 2007). Also, capabilities include intangible skills and knowledge 

garnered and brought to bear through organizational processes (Teece, Pisano, & 

Shuen, 1997). In other words, capabilities provide the needed skill to direct resources 

to productive use while resources generate capabilities. Both complement each other to 

provide firm wide competitive advantage (Grant, 1991). The resource-based theory 

emphasizes specific resources that are capable of generating competitive advantage and 

superior performance (Galbreath, 2005; Peteraf, 1993). Therefore, resources should 

display the following characteristics: should be unique and rare, valuable, not 

substitutable, and matchless and this uniqueness of resources is what creates differences 
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in organizational performance (Barney, 1986; Barney, 1991; Mahoney & Pandian, 

1992; Wernerfelt, 1984).  

 

Various researchers have classified resources in many ways depending on their focus. 

For example, Grant (1991) classifies resources as tangible and intangible and people-

based skills. He further suggests that the people-based skills are perhaps the most 

important. Tangible resources refer to physical asset used in acquisition and production 

of goods and services, and include property, plant, equipment and financial resources. 

Intangible assets refer to non-physical assets which may be part of an organization’s 

balance sheet (Galbreath, 2005). Furthermore, resources could be classified as physical, 

human, and organizational capital resources. Physical capital resources include firm 

technology, physical assets such as plant and equipment, location of the firm and 

accessibility to primary inputs as raw materials (Huss & Nybakk, 2010). Human capital 

resources include training, workers experience, intelligence, internal relationships 

among workers, judgment, insight of workers and management in the firm (Huss & 

Nybakk, 2010; Hall, 1992; Amit & Shoemaker, 1993). Organizational capital resources 

emanate from the firm's formal and informal planning processes, formal reporting 

structure, control and coordinating systems, culture, informal relationships within and 

outside the organization (Bryson et al., 2007; Dyer & Singh, 1998; Fahy, 2002; Huss 

& Nybakk, 2010). All these resources when properly harnessed can have significant 

impact on an organization's competitive advantage. 

 

Other researchers have adopted similar classifications in explaining the resources of a 

firm. Galbreath (2005) define resources as a factor that generates economic gain and 

benefit and further classifies resources into tangible and intangible resources. His 
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classification does not differ from those of Barney (1991) and Grant (1991). Tangible 

resources included financial and physical assets while intangible resources include 

intellectual property, organizational assets, reputational assets, skills which includes 

capabilities. It has been argued that intangible resources of a firm are not easily 

replicated and they hold the capacity to bring about superior performance (Roberts & 

Dowling, 2002). Furthermore, organizational resources have been grouped into 

administrative, human, financial, physical, political, and reputational resources 

respectively (Crook, Todd, Combs, Woehr, & Ketchen, 2011; Roberts & Dowling, 

2002).  

 

In view of the above evidence, firm resources are mainly grouped into tangible and 

intangible resources. Barney's criteria for resources and capabilities that possess the 

four unique characteristics to produce and enhance competitive advantage lies with 

intangible assets because it is unlikely competitors would be able to replicate them. 

Previous studies found evidence and support for intangible resources' ability to generate 

superior performance in an organization (Carmeli & Tishler, 2004; Flatt & Kowalczyk, 

2011; Galbreath, 2005; Roberts & Dowling, 2002). Carmeli and Tishler (2004) 

examined the relationship of a range of unique organizational resources on 

organizational performance of 99 local authorities in Israel. Intangible organizational 

resources examined included organizational culture, internal auditing, human capital, 

managerial capability, labour relations, and perceived organizational reputation. The 

study found positive relations with organizational performance. Also, Galbreath (2005) 

proved intangible resources can generate superior performance than tangible resources. 

Furthermore, Roberts & Dowling (2002) found that an organization's financial 

reputation consistently influences profit persistence. In other words, a well-managed 
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intangible resource can consistently guarantee sustained profitability and performance. 

However, Rashidah and Nik Azrimah (2009) studied the relationship between human 

capital characteristics of audit committee and board of directors and underpricing in 

initial public offerings in Malaysia between 2004 and 2007. Human capital 

characteristics were measured as skills and expertise of audit committee members and 

board of directors and quality and reputation of audit committee members and board of 

directors. Their study found insignificant relations between the measures of human 

capital and underpricing. Hence, findings are inconsistent and more research on 

intangible assets and firm competitive advantage is needed to provide more evidence. 

 

In view of the above, the resource-based theory has become an important lens through 

which organizational performance is examined (Crook, Ketchen JR, Combs, & Todd, 

2008; Newbert, 2007). Also more studies have been carried out in the private sector 

than the public sector as acknowledged by Carmeli and Tishler (2004) and they called 

for further research in other contexts. 

 

However, the theory ignores institutional factors that could influence the organization 

performance as it focuses on only internal resources of the firm while ignoring other 

internal influences that may interact to enhance or inhibit performance. For example, 

little is known on the influence of institutional factors within an organization's context 

on performance. DiMaggio and Powell (1983) assert that organizations are influence 

by isomorphic pressures emanating from outside the organization. These pressures 

exert coercive, mimetic and normative influences on an organization's activities, 

processes and even survival. For example, government regulation and other normative 

influences in the environment affect an organization (Al-Twaijry et al., 2003). 
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Therefore, this study shall contribute to knowledge by examining what relationship 

exists between institutional context factors and performance of Nigerian local 

government.  

3.4 General Overview of Public Sector Performance 

As had been acknowledge earlier, the public sector goals may be ambiguous and 

sometimes conflicting because of numerous stakeholders' interests, hence, the multiple 

perspectives in the study of OP. However, scholars have identified possible factors that 

enhance OP in the public sector and these factors are conceived based on the perspective 

or dimensions being studied. Factors influencing OP vary with the objective of the 

research and availability of data for measurement. Various factors reported in literature 

shows how elusive and divergent the construct is. Table 3.2 shows the factors that have 

been studied in relation to OP in the public sector. From the Table 3.2, OP has been 

studied using multiple factors and perspective and studies have focused more in 

developed countries than developing countries. Also, scholars have developed different 

models in the study of OP, for example the goal model, system-resource model, internal 

processes model and the participant satisfaction model (Cameron & Whetten, 1981; 

Etzioni, 1964; Nadler & Tushman, 1980; Yuchtman & Seashore, 1967). 
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 Table 3.2  
Studies Showing the Antecedents of OP in the Public sector 

Author Country Sample Factors studied 
                                   
Cameron & Whetten 
(1981) 

USA 583 participants Management capacity, program capacity, 
environmental controls 

Rainey & Steinbauer, 
(1999)  Literature 

Review 

Relations with stakeholders, autonomy, 
mission valence, organizational culture, 
leadership, task design, professionalism, 
information  technology and human 
resource development, motivation 

 Brewer & Selden 
(2000) USA 

9710 employees 
of 23 federal 
agencies 

Organisational culture, structure of task, 
task motivation, public service 
motivation, 
individual performance, red tape, 
leadership and supervision, agency 
support, human capital and capacity 

 Boyne (2003)  
Meta-analysis of 
65 empirical 
studies  

Resources, management, regulation, 
markets, organizational factors 

 Selden & Sowa (2004) USA 394 respondents 
Internal factors- organizational health, 
internal components, human relations 
and external factors- environment 

Carmeli & Tishler 
(2004) Israel 99 local 

authorities 

Internal audit, labour relations, 
organisational culture, organizational 
reputation, superior management, human 
capital 

Nelson et al. (2011) USA 
138 respondents 
from 32 
municipalities 

Interpersonal relations, leadership, staff 
competence, conflict 

 Liliana and Marius 
(2008)  Literature 

review 
Governance, capacity for budget 
management 

 Eckardt (2008) Indonesia 177 Districts Accountability and fiscal conditions 

 Park & Cho (2014) Korea 13 government 
enterprises 

Leadership, government financial 
support 

Boex & Muga (2009) Tanzania 115 Councils 

Fiscal capacity, transparency and 
accountability, human resource 
development, procurement, project 
implementation, council functional 
processes  

Gomes et al.  (2013) Brazil 776 
municipalities 

Quality of leader (educational 
qualifications, previous experience, age), 
population size 

 Bratton (2012) Africa 20 African 
countries 

Social characteristics, political attitudes, 
political behaviours 

 Mahabir (2009) South 
Africa 

129 
municipalities 

Internal capacity, administrative 
arrangements, ability of 
communities to hold local governments 
accountable 

(Aikins, 2011) USA 178 heads of IA 
in LG 

Frequency of audits in various areas of 
the local government 
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The goal model of OP examines an organization in terms of how much it attains its 

goals. According to Etzioni (1964) an organizational goal refers to an ideal state of 

affairs which an organization strives to attain, it is the raisons d'être of its existence. He 

further asserts that an organization's effectiveness is assessed on the degree of 

attainment of this desired state of affairs. For example, a government agency's goal may 

be to stamp out corruption from its activities, however, to measure this government 

agency's effectiveness would require evaluating its activities in terms of the number of 

reported and investigated cases of corruption. Where more cases are reported, it shows 

that the agency is not effective in stamping out corruption otherwise fewer cases would 

have erupted. Cameron and Whetten (1981) in their study of OP through an 

organization's life cycle argue that the goal model of OP suits 'mature' and 'formalized' 

organizations where importance is placed on output resulting from activities. 

 

Yuchtman and Seashore (1967) faults the goal approach based on "methodological" 

and "conceptual problems" and posit that goals are conceived by persons in the 

organization and not the organization itself. As a result, there can be no consensus on 

what the appropriate goals of the organization should be. They therefore argue for a 

system resource model to organizational effectiveness which recognizes the uniqueness 

of the organization and its relationship with the environment where it operates. This 

approach recognizes the interdependence between the organization and its environment 

which occurs through the exchange of scarce resources in a competitive environment. 

They concluded that effectiveness of an organization is expressed by its ability to 

survive in this competitive environment. In essence, they argued that the 

interrelationships between the organization and resources in the environment are 

multiple and so should the criteria for measuring effectiveness. 
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Furthermore, the internal processes model emphasizes that organizational performance 

results from the balance among an organization's history, resources, its environment 

through strategy and that the task, individuals, formal and informal organizational 

arrangements are part of the process towards a desired performance (Nadler & 

Tushman, 1980). In summary, the internal process model see organizational 

performance as the closeness of output to what the target output is as dictated by the 

strategy used at the group, individual, or organizational level. It therefore, implies that 

organizations may not always attain their full desired output but can achieve something 

very close depending on the fit between the environment, resources, its history and an 

appropriate strategy. 

 

Cameron and Whetten (1981) advocate the study of OP based on its life cycle and the 

perception of organization's members is important because members seem to perceive 

OP differently. They argued that the appropriateness of any of the OP models depend 

on the environment in which the organization finds itself, the constituent or part of the 

organization being studied and the stage of the organization's life cycle. Especially 

because organization's member's perceptions are diverse, studying OP from each of 

their perspective would give a more objective assessment of OP. In essence, the 

approach to be adopted in OP study would depend on a researchers focus and the 

objectives being pursued as various models show that there are numerous factors 

affecting performance. The context under study is therefore important in the choice of 

an appropriate approach. 
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3.5 Public Sector Performance 

Increasingly, public sector organizations are encouraged to improve and publish 

information about their performance by imbibing management practices in the private 

sector (Hoque, 2008; Modell, 2005; van Helden, Johnsen, & Vakkuri, 2008). In 

response, some public sector organizations have developed a range of indicators to 

assess performance as reported in literature (Pilcher, 2005). Assessing performance in 

the public sector is complex given that public sector goals are geared towards providing 

services that benefit citizens and many stakeholders as against profits for a few 

shareholders.  

 

Also, goals in the public sector are often ambiguous and multiple stakeholders make 

varying demands for services (Boschken, 1994) and hence make comparison difficult. 

However, assessing public sector performance should take cognizance of the 

institutional setting (Bevir, Rhodes, & Weller, 2003). For example, public sector 

organizations are influence and subject to rules and regulations to which they must 

adhere to and these have far reaching influences on how performance is internalized 

and measured (Hoque, Arends, & Alexander, 2004; Modell, 2005). These regulatory 

influences exert coercive pressures on the organization for it to survive in the 

institutional context (DiMaggio & Powell, 1983) so do other organizational level 

factors. Given the diverse group of stakeholders with divergent interests, multiple goals 

and objectives which could be sometimes ambiguous and conflicting, assessing OP in 

the local government would depend on which goals, whose perspective is being studied 

and what dimensions to be focused on (Connolly, Conlon, & Deutsch, 1980; Walker, 

Damanpour, & Devece, 2011).  
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Organizational performance in the public sector is often associated with concepts of 

accountability, efficiency, effectiveness, fiscal health, financial soundness, revenue 

autonomy, consumer satisfaction, fiscal strength, responsiveness, quality of service, 

financial outcome, and financial performance (Amirkhanyan et al., 2008; Bratton, 

2012; Carmeli & Tishler, 2004; Coffe & Geys, 2005; Gomes et al., 2013; Park & Cho, 

2014; Shah, 2010; Walker & Boyne, 2006). Given the various concept of financial 

performance, authors tend to define the concept differently depending on their focus. 

As noted by Boyne and Law (1991) measures of performance in the public sector 

should have accountability as it major focus to assure stakeholders of quality 

management of resources that avoids waste and promotes sustainability. 

 

Selden and Sowa (2004) suggests that considering the differences inherent in 

organizations, the goal model is suitable for those organizations with clear and 

measurable goals while organizations with multiple and ambiguous goals are better 

assessed using fiscal health, the ability to attract and retain resources, or ability to 

satisfy the most important stakeholders. Therefore, considering the lack of definite 

measurable goals in local governments in Nigeria (Babatunde, 2013), this research 

focuses on both financial and non-financial performance of local governments in 

Nigeria. Also, majority of local governments in Nigeria rarely publish comprehensive 

financial information that can allow a comprehensive assessment of other aspects of 

performance in the local government as found in developed countries. Besides, 

information on local government reports are mostly limited to revenue and expenditure 

which are prepared based on the cash basis of accounting where expenses are 

recognized only when cash is paid out and revenues are recognized when cash is 

received. Assets acquired are expensed in the year of acquisition making it difficult to 
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assess the impact of changes on performance. Hence, this limits how much analysis can 

be done on local governments financial reports in Nigeria. 

 

The effectiveness and efficiency of spending in local government is critical to local 

government performance as poor management of resources could lead to wastage and 

leakage of scarce resources which produces different outcomes and reduces fiscal 

health (Liliana & Marius, 2008). In other to ensure desired outcomes, institutional 

context factors affecting local government performance should be examined especially 

in the light of wide spread governance failures in Nigeria local government.  

 

In addition, public sector organizations can be assessed based on non-financial 

outcomes. This is particularly important as public sector organizations provide services 

to citizens and communities they serve. Dess and Robinson (1984) suggest that 

performance of an organization should incorporate aspects such as employee, 

community, societal and environmental dimensions and not economic aspects alone. 

Also, Kaplan and Norton (2000) suggest non-financial performance measures are 

suitable for the public sector. Hence, financial measures of performance may not be 

sufficient in evaluating an organization especially in the public sector. Hence, this study 

incorporates both financial and non-financial measures of performance to provide a 

balanced assessment of local government performance. In a Meta-analysis of 65 

empirical studies in the public sector, Boyne (2003) identified seven dimensions of 

service performance. They include efficiency, equity, outcomes, quality of outputs, 

quantity of outputs, value for money, and customer satisfaction. However, most of the 

studies reviewed were conducted in the US and largely in educational institutions. In 

addition, measures of service performance used both objective and subjective data. 
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Brewer (2006) conducted a study on performance of US agencies using the perception 

of 17,250 full time employees. His model of government service performance was 

derived from Boyne (2003) dimensions of service performance and those of Brewer 

and Selden (2000) which consist of fairness, effectiveness and efficiency. Service 

performance was measured on a scale consisting of eight items on 100 point scale and 

had an alpha reliability coefficient of 0.83. The study suggested a combination of 

objective and subjective measures of performance for future studies but concluded that 

both measures give similar results. Although several studies report strong correlations 

between objective and subjective measures of performance (Brewer, 2006 Delaney & 

Huselid, 1996; Dess & Robinson, 1984), Walker and Boyne (2006) suggest that this 

may not hold where dimensions used are dissimilar. However, either objective or 

subjective measures of performance can be used in empirical studies in the public sector 

(Brewer, 2006; Maher & Deller, 2011; Walker & Boyne, 2006). In view of the above, 

subjective measures of local government performance (financial and non-financial) 

were adapted for this study because prior studies used either objective or subjective 

measures of performance (Brewer, 2006; Dess & Robinson, 1984). Also, the 

unavailability of up to date published financial data of local governments in Nigeria 

prompted the use of subjective data. 

 

Financial performance is associated with similar terms such as fiscal strength, financial 

strength, fiscal stability, fiscal position, fiscal health, fiscal strain, financial health, and 

financial condition. Financial performance focuses on the short term and mostly 

demands prompt attention to enable an organization achieve its objectives (Epstein & 

Mcfarlan, 2011). It shows an organization's capacity to provide future services without 

interruption.  The ability to meet obligations to creditors, stakeholders and still carry 
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on organization's goals and objectives with minimum interruptions portrays a healthy 

financial situation (Shah, 2010). Generally, literature refers to aspects of financial 

performance using indicators such as cash solvency, budgetary solvency, service, and 

long-term solvency (Kioko, 2013; Maher & Deller, 2011; Rivenbark, Roenigk, & 

Allison, 2010; Rivenbark & Roenigk, 2011; Wang, Dennis, & Tu, 2007).  

 

Financial performance has been defined variously in literature but most of the 

definitions have a similar characteristic which is to provide a basis for the assessment 

of government's ability to meet both short and long- run obligations. Some definitions 

are general, covering a broader scope while others are specific (Wang et al., 2007).  For 

example, Rivenbark et al. (2010) associated the term with financial condition and 

operationalized it from the perspective of resource flows and stock. They therefore 

defined the term as ''a local government's ability to meet its ongoing financial, service, 

and capital obligations based on the status of resource flow and stock as interpreted 

from annual financial statements" (p.155). Other researchers define financial 

performance as changes in net assets over a period (Aikins, 2011; Chaney, Mead, & 

Schermann, 2002). Also, Kioko (2013) defines financial condition as government 

ability to meet both short and long term obligations without compromising the quality 

of current services being provided. A common feature in all these definitions is to assess 

improvement or declining financial performance since the effects can either enable the 

provision of more services or a constraint on service delivery. Therefore, financial 

performance is defined as the ability of local government to meet both short and long 

term obligations and maintain current quality of services to the communities it serves. 

Local government's ability to meet both short and long term obligations is premised on 

the generation of sufficient revenue to fund its activities. A consistent decline in a local 
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government's financial performance can restrain its ability to sustain current services 

and meet both current and future demands.  

 

Various proxies have been used to express the financial performance of government. 

The Table 3.3 shows the ratios that have been used to examine the financial 

performance of government and local government in particular. These measure 

different aspects of local government fiscal health. Most of these indicators were 

developed in developed countries and these indicators are based on the Government 

Accounting Standards Board (GASB) Statement No. 34 which provides a model for 

reporting state and local government financial statements in the US (Rivenbark et al., 

2010). The GASB reporting model is based on accrual accounting, however,  it was 

reported that not all local governments applied this indicators in detail because of 

differences in the application of the accrual concept, levels of reporting and the apparent 

misalignment among the reporting model, mode of analysis, and the aim of financial 

reporting (Rivenbark et al., 2010). Also, aspects of the model as reported in literature 

can be applied to jurisdictions where government financial reports are still based on 

fund accounting. The financial performance of an organization can be assessed by the 

organization's goals and objectives and whether there are adequate resources to fund 

infrastructure and other services to the community. The measurement of an 

organization's financial performance reveals vital information on the sourcing and use 

of resources and the assessment of accountability of management (Suarez, Lesneski, & 

Denison, 2011).  

 

Prior studies have used various proxy ratios as indicated in Table 3.3 to measure 

financial performance in public sector organizations. For example, Bhattacharyya and 
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Bandyopadhyay (2012) assessed the performance of local urban authorities in India 

using percentage of recurrent surplus or deficit in relation to the own fund coverage 

ratio of the local authorities. Their study found significant relationships between own 

fund coverage ratio and percentage recurrent surplus or deficit. They concluded that 

local urban authorities in India are considerably dependent on upper tier of government 

for funding with little effort at improving local revenue sources.  

 

Table 3.3 
 Financial Performance Indicators 
Author Ratio 
Aikins (2011); Chaney et al. (2002); 
Plummer, Hutchison, & Patton (2007); 
Rivenbark et al. (2010) 

 Change in net assets/total net assets 
     

Pridgen & Wilder (2013) Change in fund balance/total fund balance 
Total fund balance/total fund revenues 

Bhattacharyya & Bandyopadhya  (2012); 
Coffe & Geys (2005); Maher & 
Nollenberger, (2009); Wang et al. (2007) 

Operating surplus(deficit)/total revenue 
Operating surplus(deficit)/net operating 

revenue 
 

Kioko (2013) Operating revenue/total expenses 
Changes in net assets/operating revenue 

 Mahabir (2009) Local taxes plus non tax revenue/total 
revenue 

Carmeli & Tishler (2004) 
Self-income/total income 

Current year actual income collected/total 
income collectible during current year 

Gomes et al. (2013) Property taxes plus service taxes/total 
expenditure 

 

Also, Gomes et al. (2013) studied 776 municipalities in Brazil using financial data for 

five years with a view to assessing factors responsible for higher performance. They 

measured financial performance as a ratio of local revenue raised to total expenditure 

in other to assess the level of dependence. Specifically the study examined the ability 

of the mayor at increasing revenue to meet total expenditure of the local government. 

Their study found significant relations between mayor's qualifications and financial 

performance of the local government. Furthermore, population of the local government 
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was found to be significant to financial performance. They concluded that resources 

and skills account for higher performance and that more populated cities were more 

likely to manage revenue and expenditure than less populated cities because the mayors 

in small cities have little incentive to raise more revenue due to difficulty in raising 

more tax revenue. 

 

 In essence the ability to raise sufficient own revenue is crucial to the survival of a local 

government, however, several factors have been acknowledged as contributing to 

financial performance of local government. Nadler and Tushman (1980) earlier 

identified environment, resources, history and strategy as factors that enhance 

performance in organizations. The environmental factor consists of external influences 

such as government and regulatory bodies, stakeholders, competitors and other interest 

group. Resources capture both tangible and intangible assets such as employees, 

technology, capital, information, organizational climate and capabilities. History 

depicts past and present organizational responses to crises while strategy deals with 

decisions on how to survive within the environment based on the resources the 

organization is endowed. 

 

 Boyne (2003) reviewed 65 past empirical studies to examine sources of public sector 

performance improvement as documented by researchers. His study found resources, 

regulation, markets, organization and management as sources of performance 

improvement in the public sector. Furthermore, he identified resources and 

management as the main sources of performance improvement. Also, Boyne (2003) 

acknowledged that most of the studies reviewed are in the US and generalizing the 

findings to other context may not be realistic because of differences in context and other 
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influences. Giving that several factors influence performance of local government, not 

all variables affecting local government performance has been explored (Gomes et al., 

2013). In addition, monitoring mechanisms like internal audit and internal controls have 

been acknowledged as value adding activities that influence the financial performance 

of an organization and calls have been made for the exploration of this vital link 

(Hermanson & Rittenberg, 2003). However, Baltaci and Yilmaz (2006) assert that 

internal controls and internal audit alone could not generate better performance unless 

combined with other organizational factors. 

 

Specifically, few studies have examined the relationship between the internal audit 

function, internal controls and local government financial performance. For example, 

Carmeli and Tishler (2004) examined the relationship between intangible 

organizational resources and local government performance in 99 local authorities in 

Israel through a survey of local managers. They used two proxy variables for local 

government performance: self-income ratio and collection efficiency ratio. These ratios 

were used to assess the revenue generating ability of local authorities. Internal audit 

was used as one of the intangible resource of local governments in addition to human 

capital, superior management team, organizational reputation, organizational culture 

and labour relations. Internal audit was measured using seven items that measured four 

aspects of internal audit as developed by Eden and Moriah (1996). Significant relations 

were found between the measures of internal audit and local government financial 

performance. Although the study contributes to knowledge, it largely presumes that the 

quality of internal audit and internal controls are sufficient. Furthermore, mere 

existence of internal audit in an organization is viewed as good practice even though 

little contribution is being made to improve processes.  
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Also, Aikins (2011) examined internal audit role and adequacy of internal controls in 

the improvement of local government financial performance in the US. He sampled 

audit directors and managers of 178 local governments. He measured financial 

performance as an average percentage change in net assets to total assets of the local 

governments between 2005 and 2009, thus combining perceptual data and objective 

data. Frequency of audits by the internal audit, monitoring and effective controls were 

found to significantly impact financial performance. Furthermore, Mihret (2010) 

explored the relationship between internal audit effectiveness and company 

performance in public enterprises in Ethiopia. Using a sample of 25 organizations, the 

study found no significant relations between internal audit effectiveness and 

performance (return on assets). Also, Jokipii (2010) asserts that although internal 

controls enhance various aspects of operations in an organization, little has been done 

to explore internal control and organizational performance link. Literature shows the 

paucity of researches linking internal audit and internal control and other factors to 

performance in the local government. 

3.6 Internal Audit Role  

Literature provides support for the role of internal auditors in ameliorating the problem 

of performance in organisations through their unique role in governance, control and 

risk management (Dittenhofer, 2001b; Soh & Martinov-Bennie, 2011). Specifically, 

internal audit's role ensures that government resources are directed and used in the most 

economic, efficient and effective way to maximize value for stakeholders (Dittenhofer, 

2001a). The Institute of Internal Auditors (IIA) (2012) defines internal auditing as:  

An independent, objective assurance and consulting activity designed to 
add value and improve an organization’s operations. It helps an 
organization accomplish its objectives by bringing a systematic, 
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disciplined approach to evaluate and improve the effectiveness of risk 
management, control, and governance processes (p. 14).  

 
The above definition stresses the expected general role internal audit plays in helping 

an organization achieve its goals. According to IIA (2012), this role is expressed in 

terms of internal audit ability to objectively provide management with an assurance on 

the effectiveness and adequacy of control, governance and risk management processes 

and proffering workable solutions to areas of risk. In this way, internal audit helps the 

organization perform better and organizational goals and objectives are met.  

 

Using a case study approach, Alic and Rusjan (2010) tested the contribution of internal 

audit to business performance when internal audit is fully integrated in a company with 

quality management systems. They surveyed internal auditors, auditees, and 

management of Mercator, a Slovenian company and found that respondents alluded to 

internal audit's role in performance improvement. Specifically, the study found that 

internal audit enables the achievement of business goals and has less negative effect on 

business performance. Similarly, Mihret (2010) explored the relationship between 

internal audit effectiveness and organizational performance using samples drawn from 

government ministries, state enterprises and private companies in Ethiopia and found 

no significant relations. He attributed the lack of relationship to using a small sample, 

using only return on assets (ROA) as proxy for organizational performance, relatively 

young internal audit in Ethiopia and that sampling was purposeful, hence his work 

could not be generalized.  

 

 Another study conducted in the US used objective data as proxy for financial 

performance (change in total assets) and survey items as predictors to explore the 

relationship between internal audit and financial performance (Aikins, 2011). His 
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sample consisted of heads of audit departments in 176 local governments and found a 

significant relationship between internal audit and financial performance in the local 

government. Also, Carmeli and Tishler (2004) surveyed 106 local authorities using top 

management of each as respondent explored the relationship between various 

independent variables including internal audit and financial performance as proxy for 

organizational performance found positive relations. Specifically, they found among 

others that higher measures of internal auditing are important for organizational 

performance. They measured performance as fiscal strength which is represented by 

self-income ratio and collecting efficiency ratio. In other words, the study was 

concerned with financial independence and efficiency in generating internal revenue of 

the local authorities being studied. Also, Bielinska-Dusza (2011) conducted a study 

using 57 respondents from the public sector and 80 respondents from the private sector 

to review the functioning of internal audit in Poland found that internal audit use as a 

"performance" agent depends on internal audit competence, "situational factors", 

context, and how much internal audit complies with standards. In addition, the study 

found that internal audit is not an effective instrument for institutional performance 

improvement. 

 

 A summary of the above studies are shown on Table 3.4 below. From Table 3.4, studies 

on the contribution of internal audit to local government performance are limited and 

results are yet conclusive and also, multiple perspectives exist in exploring this internal 

audit and OP relationship in the local government. From available literature, 

exploration of this link has just begun and there still exist room for more studies in 

contexts outside the developed countries.
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Table 3.4  
Studies Showing Internal Audit, Internal Controls and Organizational Performance 
Author/year Country Sample Respondents Theory Proxy for OP Results 

Aikins (2011) 
 USA 178 LGs Chief  internal auditors of LGs Transaction cost theory 

Financial 
performance- 
change in total 
assets of the 
LG 

significant 

Mihret (2010) Ethiopia 25 organizations 

IA directors and middle level 
management of state owned 
enterprises and private 
organization 

Institutional theory and 
Marxist theory of the 
circuit 

ROA Not significant 

 Alic & Rusjan 
(2010) Slovenia 

Single Case study 
- 77 respondents of 
a single company 

Internal auditors, auditees, 
managers Not specified 

Business 
performance- 
ROA 

significant 

Carmeli & 
Tishler (2004) Israel 106 local 

authorities Managers of each local authority Resource-based theory 

Financial 
performance- 
fiscal strength 
(self-income 
ratio and 
collecting 
efficiency ratio) 

Significant 
 
 
 

Bielinska-Dusza 
(2011) Poland 

57 public sector 
institutions and 80 
private sector 
institutions 

Internal audit managers, internal 
auditors, managers, management 
board, supervisory board 
members 

Not specified  Not significant 
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The main call for research into the possible relationship between internal audit and OP 

were made by Hermanson and Rittenberg (2003). Others have called for researches into 

other context using context specific variables that impact internal audit effectiveness 

and specifically performance in both public and private sectors (Anderson, 2003; 

Mihret, 2010; Ruud, 2003).  

 

Traditional internal auditing focused on ensuring that controls exist and are working as 

well as effective compliance with laid down policies and procedures for the 

organisation. This trend was consistently followed until the major corporate scandals 

in the US charted another course for the internal auditing field. The failure of external 

auditing shifted focus to the potential capabilities of internal auditing in giving 

assurance on an organisation's financial reporting and operations credibility. This major 

shift in the direction of internal auditing was noticed by the shift in the definition of 

internal auditing by the US based Institute of Internal Auditors to include governance, 

control and risk management. Enactment of the US Sarbanes Oxley Act 2000 was also 

a major tool to guide corporate relationships in the US. However, this regulation has 

had a ripple effect on other economies of the world which saw the enactment of several 

codes of corporate governance. Changing regulations, demand for accountability and 

increased perceived value of internal auditing has attracted various stakeholders’ 

interest on the usefulness of internal auditing (Soh & Martinov-Bennie, 2011). A 

number of studies have captured the trend in the changing focus of internal auditing by 

examining the value added in this emerging role.  

 

Melville (2003) studied internal audit role and contribution to strategic management 

and the implications of the balanced scorecard to internal audit work using 154 
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members of IIA as respondents from a broad range of companies.  Majority of their 

respondents were from the US (59.7 percent) while Canada (22.1 percent) and the other 

parts of the world made up 18.2 percent of the sample. They found internal audit 

activities in most of the organizations to include strategic issues and that the balance 

scorecard was fundamental to internal audit work as it allows an integration of internal 

audit work with strategy through its relationship with control objectives. In essence, 

internal audit plays a role in organizations strategy through aligning its work to ensure 

objectives are attained. 

 

Carcello, Hermanson, & Raghunandan (2005) examined the changes that occurred in 

internal audit following the major US corporate scandals. They surveyed chief audit 

executives of US public companies and found budget increases of internal audit in small 

and big companies, increased internal audit staffing level, and more frequent meetings 

between internal audit and audit committees. These changes were needed to reposition 

the internal audit as value adding and capable of helping an organization achieve its 

goals. Similarly, Soh & Martinov-bennie (2011) also examined the roles of internal 

audit in Australia and how these have changed over the years using a semi-structured 

interview of six audit committee chairs and six chief audit executives of six public listed 

companies and one public sector organization. They reported remarkable shifts in 

internal audit roles from traditional financial audits to risk-based auditing and these 

changes were attributed to regulatory changes and "cultural shifts" in the perception of 

internal audit as a value adding activity. They attributed wide spread acceptance of 

internal audit to top management education on internal audit importance and the 

emphasis on corporate governance. Sarens & Beelde (2006) reported similar findings 

in their interview of chief audit executives to ascertain the influence of Sarbanes Oxley 
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Act 2002 on internal audit practice in an emerging corporate governance environment 

of Belgium and the US with established corporate governance system. Particularly, 

their study examined internal audit role in risk management and found in the case of 

Belgium, internal audit is more involved in internal control disclosure with a 

pronounced role in financial related controls and financial reporting related controls. In 

the US case, internal audit is focused on assurance role and consulting roles with a view 

to making disclosures on the adequacy of internal control, enabling enhancement in 

business processes, and documenting risks. Generally, they concluded that internal 

audit role is time based and undergoing rapid transformation brought about by a 

dynamic business environment. 

 

Internal audit's role in an organization has been acknowledged to revolve around three 

major aspects in an organization's processes. They include governance, control, and risk 

management roles to successfully enable an organization achieve its goals (Hermanson 

& Rittenberg, 2003). The next section discusses this role in line with the public sector 

and local governments in particular. 

3.6.1 Internal Audit and Organizational Governance  

Organizational governance has been variously defined by scholars in various sectors-

public and private. The term has been explained from perspectives that include 

regulatory, financial reporting, relationships amongst mechanisms of governance and 

stakeholders of the organization. Organization for Economic Co-operation (OECD) 

(2004) defined corporate governance as follows: 

Corporate governance involves a set of relationships between a 
company’s management, its board, its shareholders and other 
stakeholders. Corporate governance also provides the structure through 
which the objectives of the company are set, and the means of attaining 
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those objectives and monitoring performance are determined. Good 
corporate governance should provide proper  incentives for the board 
and management to pursue objectives that are in the interests of the 
company and its shareholders and should facilitate effective monitoring 
(p. 11). 

 
As noted by Hermanson and Rittenberg (2003), the above definition broadly captures 

concepts of relationships, incentives, monitoring and control. They assert that the above 

definition does not provide the wide coverage that includes the concept of stakeholders 

and control. They therefore proffered another definition to account for noted 

shortcomings of the former.  

 

Governance processes deal with the procedures utilized by the 
representatives of the  organization’s stakeholders to provide oversight 
of risk and control processes administered by management. The 
monitoring of organizational risks and the assurance that controls 
adequately mitigate those risks both contribute directly to the 
achievement of organizational goals and the preservation of 
organizational value. Those performing activities are accountable to the 
organization’s stakeholders for effective stewardship (p.27). 

 
The Institute of Internal Auditors (IIA) (2012) defined governance as it relates to the 

public sector including local government as: 

 

Governance is defined as the combination of processes and structures 
implemented by the board to inform, direct, manage, and monitor the 
organization’s activities toward the achievement of its objectives. In the 
public  sector, governance relates to the means by which goals are 
established and accomplished. It also includes activities that ensure a 
public sector entity’s credibility, establish equitable provision of 
services, and assure appropriate behavior of government officials — 
reducing the risk of public corruption (p.5). 

 
 

An effective internal audit has been acknowledged as a potent instrument for 

monitoring and mitigating risks, thus, assisting in ensuring good governance (Lapointe, 

2008; Narcisa & Elena, 2017).  Although it is generally accepted that internal audit 
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plays a significant role in organizational governance, only a few studies have actually 

examined this role. Traditionally, internal audit role especially in the public sector is 

limited to a tool for management check on operations with very confined scope. The 

corporate scandals in the US for example, Enron and WorldCom and related 

developments in corporate governance generated worldwide recognition of internal 

audit beyond its traditional activities as management check. Internal audit is now 

adopted and given more attention in most organizations across the globe (Goodwin-

Stewart & Kent, 2006). 

 

The Principles of good governance encompasses all organizations, profit or non-profit 

making. These principles include setting the pace in organization, ensuring ethical 

conduct of business, monitoring performance, accountability reporting and taking 

corrective action where lapses occur in the interest of the organization (Lapointe, 2008). 

He further noted that the principles of probity and equity, accountability are more 

needed in the public sector because of the peculiarity of the political context in which 

government operates. Successful adherence to these principles would generate and 

maintain public trust, legitimacy, and ensure continuity of governance (Lapointe, 2008) 

but where they are lacking society tends to disintegrate and performance degenerates. 

An effective internal audit is capable of ensuring sound governance and accountability 

(Lapointe, 2008) in the local government under the right conditions and supported by 

top management who is committed to achieving goals that impact the lives of 

communities. These right conditions include a supportive ethical culture that promotes 

the work of the internal auditor. 
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Eulerich, Theis, Velte, and Stiglbauer (2013) conducted a study using 26 European 

Union states to examine the effect of internal audit's work on internal governance 

structure. Their study found that internal audit is an important part of organizational 

structure and adds value to the organization through reporting areas needing attention 

and suggesting solutions to management. In addition, the study found that internal audit 

has a positive impact on corporate governance structure and it is a potent element in 

assisting management supervision.  

 

Sarens et al. (2012) also made a contribution to discovering the role of internal audit in 

corporate governance using a sample of 782 chief audit executives in the US. Their 

study found significant and positive associations between roles played by internal audit 

in governance and the adoption of risk-based auditing. Although the relationship 

between management input and internal audit role in corporate governance was not 

significant, the authors suggested that for internal audit to play this role effectively 

depends on its relationship with other governance stakeholders such as the board of 

directors, management, and external audit. Goodwin-Stewart and Kent (2006) explored 

the use of internal audit in Australian listed companies found mixed results in internal 

audit use as a corporate governance mechanism. Specifically, they found no significant 

association between the internal audit and the number of non-executive directors on the 

board and also no significant association with audit committee independence and 

number of meetings. On the other hand, they found positive associations between 

internal audit and the existence of an independent board chair and audit committee. In 

essence, internal audit's role in governance may only assist the achievement of 

organizational goals with full support of all governance stakeholders.   
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Finally, the relationship between internal audit and top management should be one of 

mutual cooperation as both have similar objectives and aims which include attainment 

of goals and ensuring good governance (Munteanu & Zaharia, 2014). 

3.6.2 Internal Audit role in Risk Management and Control 

Internal audit's role in risk management and control are closely intertwined with the 

role it serves in organizational governance. These roles are closely related such that 

attempts at describing one at the expense of the other is rather difficult, however, 

internal audit performance of these roles can enable an organization achieve its goals. 

Risks monitoring and providing assurance on controls are fundamental aspects of 

governance (Hermanson & Rittenberg, 2003). Risks are a central theme in corporate 

governance and are also linked to internal control in organizations (Spira & Page, 

2003). Risks are the likelihood that an event could occur which may be inimical to the 

health of the organization (Holm & Laursen, 2007). For example, the likelihood of 

fraud, passing of irregular transactions or overriding of laid down procedures. Risk 

management involves all procedures to assess risks, how to tackle the risks, and monitor 

both potential new areas of risks as well as existing risks in order to minimize its impact. 

Controls are put in place to manage risks and it involves all actions taken to ensure the 

attainment of organizational goals and objectives. Risk is managed through 

mechanisms of accountability such as financial reporting, internal control and audit 

(Spira & Page, 2003). Controls are a product of management's effort at performing its 

functions and are implemented to address areas of risk. Internal audit therefore serves 

an "assessment role" over risk management and controls, that is, internal audit's main 

role involves assessing risks and controls and reporting to management on the 

effectiveness of risk management and controls. 
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 In the public sector, regulations and other practice guidelines are used for supervision 

of the budget with a view to ensuring fiscal discipline and distribution of resources as 

prioritized in the budget (Asare, 2009). Internal audit serves to ensure adherence to 

these regulations and guidelines while reporting any departure thereon to top 

management for further corrective actions. This process engenders transparency and 

accountability in the management of public resources which further translates to good 

performance in the public sector.  In this way, internal audit adds value to the 

organization. Mihret and Woldeyohannis (2008), using a case study approach on a 

profit making organization sought to find the important attributes of a value adding 

internal audit. They found that the goals and strategies and risk exposure of the 

organization defined whether internal audit should be assurance based or consulting 

based. In other words, internal audit's focus depends on the prevailing situation in the 

organization and this dictates the extent of internal audit contribution and involvement. 

 

In a review of the evolution of internal audit, Munteanu and Zaharia (2014) assert that 

internal audit in developed countries have reached a point where the function can 

confidently execute its mandate and capable of issuing independent view on operations 

and procedures of an organization. They also suggest that internal audit aids attainment 

of organizational performance through helping and defining operations and supporting 

management control. However, this may not be supported in a developing context like 

Nigeria where corruption scandals have undermined the role of internal audit and are 

perceived as incapable of curbing the menace. Developed countries internal audit, 

especially in the UK and US have high support and effective legislation supporting their 

activities compared to developing ones where low support and weak legislation 

restrains the internal audit function. An effective internal audit that contributes to 
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organizational performance should have in place an effective internal control system 

with laid down guides for accepted behaviour in the organization (Munteanu & Zaharia, 

2014).  

 

Gherai and Balaciu (2013) conducted a study using a sample of 49 internal audits in 

Bihor County in Romania with the aim of assessing the role internal audit plays in risk 

management and the limitations to this role. They found internal audit role to be related 

to providing assurance, implementing risk management and acting as consultants in risk 

management. In addition, lack of management support was identified as a major 

impediment to strengthening internal audit role in risk management. Similar low 

support for internal audit in the public sector was reported in a study of internal audit 

function in South African public sector (Schyf, 2000). He therefore suggested that 

internal audit support from top management depends on how internal audit is perceived 

in the organization, internal audit's knowledge of its role, and appreciation of internal 

audit role by other organizational participants. It also includes funding, understanding 

regulations governing internal audit activities and level of overlap between internal and 

external audit. In summary, the context where an internal auditor operates determines 

how effective internal audit activities would contribute to the performance of the 

Organization (Okike, 2004). 

3.7 Internal Audit Quality and Local Government Performance 

There is no clear cut demarcation in the proxies used for measuring the quality of 

internal audit and internal audit effectiveness. Researchers have used similar measures 

for both concepts. However, both concepts have similar undertones and could be used 

interchangeably as dictated in literature. Arena and Azzone (2009) acknowledged the 
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lack of consensus on the operational definition of internal audit effectiveness. 

According to them, internal audit effectiveness can be approached from three 

perspectives: process measures, output measures, and outcome measures. The process 

measures capture evaluation of internal audit role effectiveness from the quality of the 

procedures it applies in carrying out its work. This consists of internal audit level of 

compliance with IIA professional standards and how the function is able to design and 

carry out intended actions and transmit audit findings (Fadzil et al., 2005; Rupšys & 

Boguslauskas, 2007; Spraakman, 1997). Output measures of internal audit role 

effectiveness incorporate the needs of auditees, their changing expectations and internal 

audit valued-adding component in influencing performance (Arena & Azzone, 2009; 

Rupšys & Boguslauskas, 2007). Output measures include auditee satisfaction and 

percentage of internal audit recommendations implemented. The output measures were 

used by Arena and Azzone (2009) in examining the drivers of internal audit 

effectiveness in private companies in Italy. Outcome measures accounts for the effects 

of the audit process and has been advocated by Dittenhofer (2001a). Accordingly, he 

further suggests that internal audit effectiveness would be positive when audit of clients 

result in identifying issues to which feasible solutions are proffered.  

 

More recently, Institute of Internal Auditors (2009) examined internal audit 

performance measures and modified the input-process-output method to five measures 

including: environment, output, quality, efficiency, and impact. The environment 

measure consists of factors outside internal audit control but which are critical to 

internal audit effectiveness or the lack of it. They capture issues surrounding the internal 

audit process inputs. Output measures relate to the consequence of the function and 

include internal audits assurance and consulting roles. Quality measures relate to the 
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quality of internal audit output for example, quality of internal audit staff. Efficiency 

measures of internal audit examine the output and quality of internal audit work and the 

resulting cost savings. In essence, it captures internal audit efficiency in the use of time 

and resources. Impact measures assess internal audit contribution to organizational 

effectiveness. In their survey of 50 internal auditors in Texas, it was reported that the 

least used internal audit performance measures were the impact and efficiency measures 

citing respondents' difficulty in measurement as a major hindrance (Institute of Internal 

Auditors, 2009). Furthermore, the study suggests that, most internal audit functions do 

not have established performance measures due to lack of resources, measurement 

problems and the inadequacy of standards not providing for continuous monitoring of 

performance.  

 

Other measures have also been used which still fall in the above classifications. For 

example, Cohen and Sayag (2010) used definitions such as the quality of internal audit 

work, evaluation of auditee and internal audit work, added contribution to the 

organization for internal audit role effectiveness. Also implementation of internal audit 

recommendation and feedback have been used to define internal audit role effectiveness 

(Elliott, Dawson, & Edwards, 2007; Mihret & Yismaw, 2007). From the above 

discussion, Cohen and Sayag (2010), Elliott et al. (2007), and Mihret and Yismaw 

(2007) definition of internal audit role effectiveness falls within the three categories 

identified by Arena and Azzone (2009). 

  

Furthermore a close look at internal audit quality shows the similarity of the concept 

with that of internal audit effectiveness. Internal audit quality has been defined 

variously by researchers (Bame-Aldred et al., 2013; Prawitt et al., 2009; Subramaniam, 
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Stewart, Ng, & Shulman, 2013; Zaman & Sarens, 2013). According to the Institute of 

Internal Auditors (2012), measures of internal audit quality includes competence, 

objectivity, independence and integrity, and work performance. It has also been argued 

that a high quality internal audit in an organization provides more support to the audit 

committee and is more responsive in risk management (Sarens & Beelde, 2006; Spira 

& Page, 2003; Zaman & Sarens, 2013).  These measures are important factors in 

internal audit playing a significant role in governance, control and risk management. A 

comparison of the above components of internal audit quality with the internal audit 

effectiveness measures shows striking similarities in the measurement of the variables. 

For example, internal audit quality is seen as percentage of completed audit plan within 

a financial year (Zaman & Sarens, 2013), the existence of internal audit quality 

assurance and improvement program (Elliott et al., 2007), internal audit compliance 

with standards for professional practice of internal auditing (Abdolmohammadi, 2009), 

external assessment of internal audit (Institute of Internal Auditors, 2011), and internal 

audit certification and experience (Hutchinson & Zain, 2009). These measures are in 

line with the process, output, and outcome measures that have been used by various 

researchers and they are also in line with IIA (2009) internal audit performance 

measures.  

 

 The concept of quality has been used differently depending on researchers' focus.  

Prawitt et al. (2009) used a composite measure of internal audit quality in studying the 

relationship between it and earnings management in 218 public companies. Their 

composite measure of internal audit quality were based on external auditing standards 

which specifies the parameters an external auditor should look for when deciding on 

relying on the work of the internal audit. Specifically, their composite measure included 
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internal auditor's average experience, possession of professional certification, time 

spent on training, internal audit focus on financial work, reporting relations of the head 

or chief audit executive and the size of internal audit in relation to the industry. Similar 

attributes of internal audit quality have been used by other researchers (see Ege, 2015; 

Lin et al., 2011; Nassir, Hamid, Mohamad, & Sori, 2001). 

 

The quality of internal audit function is important in how well the function performs its 

role in governance, control and risk management. Competence, objectivity and 

integrity, independence and management support were found to have significant and 

positive relations with internal audit effectiveness in government ministries of Malaysia 

(Baharud-din, Shokiyah, & Ibrahim, 2014).  Prawitt et al. (2009) examined the 

relationship between the quality of internal audit and earnings management through the 

responses of chief audit executives in 216 public companies in the US from 2000 to 

2005. Their study found a significant negative relationship between internal audit 

quality and abnormal accruals. They further concluded that the quality of internal audit 

is important in limiting management opportunistic behaviour which affects financial 

reporting quality and performance information. Also, Lin et al. (2011) in their study of 

internal audit role in material weakness disclosure operationalized internal audit quality 

based on Prawitt et al. (2009) specification and on professional guidance of the Institute 

of Internal Auditors and the AICPA. The study found measures of internal audit quality 

not to be significantly associated with the disclosure of material weaknesses. They 

further assert that the presence of high quality internal audit enables the resolving of 

issues relating to material weakness before it becomes public, thus helping produce 

reliable information that portrays the correct financial position of the business. 

Similarly, the presence of high quality internal audit can improve financial reporting 
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and the state of performance in the local government and curb the ability of 

administrators to window dress financial reports. Their study did not use a composite 

measure of internal audit quality but measured its components separately. 

 

 Furthermore, Ege (2015) carried out a study to examine if internal audit quality can 

prevent misleading financial reporting, bribery and other unethical practices using 

responses from chief audit executives of 617 firms in the US. Their study reported a 

negative relationship between quality of internal audit and the management 

misconduct. This means that a high quality internal audit is capable of preventing acts 

that affect the performance of the organization. Similarly, given the occurrence of wide 

spread governance failures in the Nigerian local government, it therefore implies that 

the presence of a high quality internal audit can affect the performance of local 

government by deterring unethical practices that promote wastage of resources and 

other corrupt practices. Also, internal audit quality engenders transparency through the 

mechanism of monitoring. However, Davidson et al. (2005) found no such evidence 

that the presence of a high quality internal audit could be associated with lower earnings 

management. Their study used a sample of 434 quoted companies on Australian Stock 

Exchange and information for analysis were mainly extracted from a single year annual 

report of the sampled companies. Their findings suggest that having a quality internal 

audit may not deter management from engaging in acts that are detrimental to reliable 

financial reporting of an organization. This finding is unexpected and contrast earlier 

studies that have been highlighted which generally allude to the importance of internal 

audit quality in curbing practices that diminish organizational progress. Although they 

contributed to literature but their measure internal audit leaves much to be desired as 

the construct was measured using a dummy where one (1) represented existence of 
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internal audit department and zero (0) otherwise. Actual features of the internal audit 

function were ignored in their study. Furthermore, internal auditors are employees and 

management may ignore recommendations and override controls.  

 

A more recent study identified differences in how internal audit quality is defined by 

internal auditors, external auditors, audit committee, and the IIA (Roussy & Brivot, 

2016). The internal auditors and audit committee members defined quality from the 

perspective of output produced, the external auditor viewed quality from the input 

perspective, while IIA see internal audit quality through the process perspective. The 

quality of internal audit could therefore affect how much the function could contribute 

to organizational performance. Most of the studies were done in the US (Ege, 2015; Lin 

et al., 2011; Prawitt et al., 2009) and Australia (Davidson et al., 2005) and findings are 

still mixed as further evidence is needed as it concerns internal audit quality and 

performance in the public sector particularly at the local government level. 

3.7.1 Competence 

Competence indicates the educational qualifications, professional certification and 

professional experience, skills, and knowledge of organizations operations of internal 

audit staff (IIA, 2012; Schneider, 1985; Zain, Subramaniam, & Stewart, 2006). The 

more competent the internal audit, the more likely the function can assess factors which 

indicate management bias or risks of opportunism and serve as safeguards to mitigate 

the threat (Prawitt et al., 2009). This factor is also considered when the external auditor 

decides to make decisions on relying on the work of internal audit (Bame-Aldred et al., 

2013). Also, a study of an organization's most influential factors on the quality of 

information system ranked the competence of the internal auditor as paramount while 
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independence was least (Wright & Capps III, 2012). A competent internal audit is able 

to conduct efficient audits, proffer helpful recommendations based on past experience, 

and deal with difficult situations that may arise (Brody, Golen, & Reckers, 1998; Zain 

et al., 2006). Also, competence increases the function's recognition within the 

organization. Prior research showed that some managers felt internal audit staff did not 

possess sufficient knowledge to proffer useful solutions to problems within the 

organization; hence the need for outsourcing (Van Peursem, 2005; Van Peursem, 2004). 

In other words, internal audit staff thorough knowledge of the organization may keep 

the function from being outsourced (Van Peursem & Jiang, 2008). Thus, competence 

of the internal audit is an important component which enables the function add value to 

an organization.  

 

Some studies have linked internal audit competence to effectiveness of the function in 

an organization (Arena & Azzone, 2009; Cohen & Sayag, 2010; Mihret & Yismaw, 

2007). Although competence is linked to effectiveness, findings are mixed. For 

example, no significant relations were found between number of internal audit staff and 

internal audit effectiveness (Arena & Azzone, 2009). On the other hand, size of the 

internal audit unit, professional proficiency, and prior experience were positively and 

significantly related to internal audit effectiveness and organizational performance 

(Cohen & Sayag, 2010; Hutchinson & Zain, 2009). From the above discussion, it can 

be deduced that internal audit competence can influence local government performance.  

3.7.2 Quality of Work 

Quality of work is also an important factor for improving organizational processes. 

From previous studies, quality of work is understood in terms of compliance with 
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standards, efficiency in audit planning, risks assessment, and scope of audit, follow up 

on audits, and inclusion of quality assurance techniques in performing audits (Cohen & 

Sayag, 2010; Lin et al., 2011; Mihret & Yismaw, 2007; Schneider, 1985). The quality 

of work performed during audits affects the perception of internal audit effectiveness 

by management and auditees (Cohen & Sayag, 2010; Mihret & Yismaw, 2007). Such 

perception of effectiveness can affect management desire to implement the 

recommendations of internal audit for improvement of organizational processes.  

 

Prior research on factors the external auditor looks for when relying on the work of 

internal auditors showed that internal audit work performed was among the top factors. 

For example, Schneider (1984) ranked work performed as the most important, Tiessen 

and Colson (1990) reported worked performed accounted for the most variance in the 

external auditor decision to rely on internal audit, and Haron, Chambers, Ramsi, and 

Ismail (2004) study reported that worked performed was ranked second in factors the 

external auditors considers in their decision to rely on the work of the internal auditor. 

Furthermore, by displaying skill in the quality of work during audits, the internal audit 

function enhances organizational processes which affect performance. A few studies 

linked the quality of work performed to effectiveness in the public sector (Ahmad, 

2013; Cohen & Sayag, 2010) and none has linked it directly to performance. This gap 

in literature is what this study interns to fill by examining the influence of internal audit 

quality of work on the performance of local government. 

3.7.3 Organizational Independence 

Independence relates to internal auditors ability to undertake audits without any 

hindrance and in a manner that is free of all forms of bias which allows them to make 
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the right conclusions (IIA, 2012). This is achieved by the head of internal audit's 

unrestricted access to all aspects of the organization. Objectivity describes internal audit 

maintaining an attitude devoid of any form of bias. Internal auditor's independence and 

objectivity are crucial elements in portraying the function as effective and allows the 

execution of their roles in a manner that enables the organization achieve its objectives 

(Christopher et al., 2009). Stewart and Subramaniam (2010) summarized independence 

as "state of affairs" and objectivity as "state of mind" which enables the internal auditor 

act in an unbiased attitude in the discharge of duties (p. 330). Features of independence 

include organizational status of internal audit unit, reporting level of the head of the 

unit, responsibility for firing the head of the unit, access to information, not using 

internal audit as training ground and funding of the internal audit unit (Al-Twaijry et 

al., 2003; Cohen & Sayag, 2010; Haron et al., 2004; Mihret & Yismaw, 2007; 

Schneider, 1985) 

 

Goodwin and Yeo (2001) studied the influence of internal audit use as training ground 

on internal audit independence and objectivity using a sample of 65 internal auditors in 

Singapore. Their study found the practice to be detrimental to internal audit 

independence and objectivity especially where an auditee could become an internal 

auditor's boss. Also, Arena et al. (2006), in a multiple case study of six companies in 

Italy, found two of the six companies studied used internal audit as training ground and 

management saw nothing wrong with the practice. Similar findings were reported by 

Sarens and Beelde (2006). In terms of transfers, a study of 34 chief audit executives in 

Australia found that internal audit staff was frequently transferred out to higher 

positions of management and in most of the reported cases staff spent less than a year 

in internal audit (Christopher et al., 2009).   



80 

 

 

The implications of using internal audit as training ground coupled with transfers 

impairs independence and objectivity as internal audit in a bid to maintain relationships 

may be unwilling to take a stand on critical issues (Chadwick, 1995). This in turn affects 

the quality of internal audit and weakens the function's ability to contribute to the 

achievement of organizational goals. Messier, Reynolds, Simon, and Wood (2011) 

examined the effect of using internal audit as management training on the external 

auditor's choice on whether to rely on internal audit using survey of 350 public 

companies in the US. They found that the external auditor viewed internal audit as less 

objective and that more external audit fees were charged in companies where the 

position of the head of internal audit were used as training ground. Hence, empirical 

evidence of the effect of this practice on internal audit in the public sector and Nigerian 

local government in particular is limited especially because the public sector external 

auditor does not operate for commercial reasons.  

 

Internal auditors in Nigerian local governments face some potential threats to their 

independence and objectivity especially because they are employees and their 

recruitment and subsequent deployment are done in line with civil service rules. This 

has potential impacts on internal audit status within the organization and use of internal 

audit as training grounds which can affect the effectiveness of the function. 

Furthermore, the organizational status of the chief internal auditor affects the 

effectiveness of the function. Although the Financial Memoranda (1999), which guides 

accounting and internal audit related matters at the local governments in Nigeria 

provides for the chief internal auditor's reporting directly to the local government Chair, 

yet reservations have been expressed regarding internal audit independence and 
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objectivity. Onatuyeh and Aniefor (2013) argued that internal auditors in the Nigerian 

public sector may not always be objective and independent because of the prescribed 

reporting relationship to the council chair, who are elected persons with varying interest 

and are subject to a wide range of political interference.  Internal auditors have varying 

reporting lines either to management, senior management, audit committee or the board 

and these reporting relationships are inconsistent with IIA standards (Leung et al., 

2011).  

 

James (2003) surveyed 63 loan officers in the US banks with the aim of examining the 

influence of internal audit reporting structure on the perception of financial statement 

users on internal audit prevention of fraud. He found that internal audit who reported to 

senior management was less likely to mitigate fraudulent financial reporting than 

internal audit that reported to audit committee. In another study, objectivity was 

perceived to be impaired where internal audit role were those of supporting 

management (Sarens & De Beelde, 2006). Some researchers have long expressed 

reservations on the paradox of internal audit role of evaluating management and also 

supporting management. For example, internal audit carries out independent evaluation 

of management and also serves as an aid to management (Brody & Lowe, 2000; 

Cooper, Leung, & Matthews, 1996; McCall, 2002). Van Peursem  (2004) asserts that 

the internal auditor tends to align with any stance in order to protect the interest of his 

employer and is disinclined to take an opposite action when it concerns management. 

This is particularly disturbing as the function is expected to be independent and 

objective in the discharge of its roles. The lack of independence and objectivity can 

affect auditees' perception effectiveness of the function, especially when issues 

involving management occur and internal audit is unable to take a firm stance. In a 
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multiple case study involving six internal auditors of private organizations in New 

Zealand, Peursem (2005) examined the determinants of internal audit role and 

authority. He found internal audit role to be defined by the functions relationship with 

management that enhances management goals achievement and that professional status 

was not defined by membership of professional bodies but by experience on the job and 

this enhances internal audit independence. They also found the mode of communication 

to be particularly useful for internal audit status in the organizations studied. However, 

internal audit independence from management was impaired when the function's 

relationship with management were deemed too close. A close relationship between the 

head of internal audit and the executive director could engender "intimidation or 

management pressure" on the head of internal audit (Leung et al., 2011 p. 813).  

 

Similarly, Roussy (2013) multiple case study of 42 internal auditors in the Canadian 

public sector examined  how the roles of internal auditors aligned with those prescribed 

by regulatory bodies. He found internal auditors consider their main role to be top 

management and internal audit placed more importance on top management than audit 

on committees. Roussy (2013) therefore concluded that internal auditors are "helpers 

and protectors" of top management and in no way the governance watch dogs they were 

meant to be. This conclusion sounds like a warning that regulators may not place too 

much emphasis on internal audit role in mitigating governance problems because of 

their peculiar status as employees who also seek the acceptance of management and 

would be supportive of management in order to maintain acceptance.  Cooper, Leung, 

and Wong (2006) review of Asian Pacific literature on internal auditing provided 

support on the confusion about internal audit independence and the roles of assurance 
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and consulting and that IA are still unsure on the balance between these new roles and 

independence.  

 

 Cohen and Sayag (2010) examined the effect of internal audit organisational 

independence on internal audit effectiveness by surveying 108 managers and internal 

auditors drawn from both public and private sector organizations in Israel. Their study 

reported significant correlations between internal audit organizational independence 

and two proxies of internal audit effectiveness; auditee evaluation and internal audit 

quality. However, no correlations were found between organizational independence of 

internal audit and added contribution of internal audit (another proxy of internal audit 

effectiveness). Another study found independence and objectivity to be positively and 

significantly related to internal audit effectiveness (Baharud-din et al., 2014). Their 

study was conducted in Malaysia and the sample consisted of only internal auditors that 

are seconded from the National Audit Department to serve in various ministries. Also, 

Cohen and Sayag (2010) study did not provide details of the type of public sector 

organizations sampled; whether, state government, local government or public sector 

enterprises. Hence, although these relationships are linked to the public sector, there is 

still need to examine these constructs in a local government setting where internal 

auditors are employed by the local government service commission. So far no prior 

study has linked internal audit quality of work directly with performance; rather the 

construct is mostly examined as a composite measure of internal audit quality. 

However, from the discussions, internal audit independence can influence performance 

in an organization as this allows the function add value to the organization without any 

impediment.  
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3.7.4 Training and Development 

Internal auditors regularly need to acquire and develop new skills to enable them meet 

up with challenges and so the support of management in terms of regular training 

updates to keep abreast with new developments is undeniable (Pickett, 2000). Effective 

organizations regularly invest on the training of employees while others see such an 

effort as costly with no value added (Kraiger, 2003; Ubeda-Garcia, Marco-Lajara, 

Sabater-Sempere, & Garcia-Lillo, 2010). However, the importance of training 

employees is echoed by researchers and practitioners and has been acknowledged to 

helping employees perform better in their jobs, increase commitment and motivation 

(Dubihlela & Rundora, 2014; Schumaker, 2004; Smith, 2013). Also, the IIA (2009) 

recognizes the number of hours expended in the training of internal audit staff as an 

index of quality of internal audit. In a survey of measures of performance of internal 

audit in terms of quality, emphasizes were placed on experience, training and attaining 

continuing professional education. By implication, avenues for training and retraining 

internal auditors can improve their skills and enhance their quality of work and 

organizational performance.  

 

The effectiveness of a training programme depends on the organizational setting and 

how closely related the training is to an employee's job (Schumaker, 2004).  

Organizational setting represents an atmosphere created by management where the cost 

of training is borne by management, encourages the application of acquired skills in the 

work environment, and a conducive organizational culture that encourages 

interdependence amongst employees (Schumaker, 2004). Also, management support of 

a conducive work environment for the transfer of learned skills to the job has been 
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acknowledged as important for the organization (Rouiller & Goldstein, 1993; Van 

Eerde, Simon, & Talbot, 2008).  

 

Al-Twaijry et al. (2003) conducted a study to examine institutional influences on 

internal audit development by sampling external and internal auditors of 135 joint stock 

and non-joint stock companies in Saudi Arabia. Their findings demonstrated that 

internal auditors in 51 percent of the sampled companies lacked training. Although their 

findings contribute to the body of knowledge on internal audit training, no empirical 

relationship was tested between internal audit training and organizational performance.  

Using a multiple case study of six Italian companies, Arena et al. (2006) identified 

culture and training of internal auditors among others as fundamental to the 

development of internal audit. Regular training and development enables internal audit 

keep abreast with new developments in the environment and enables them contribute 

to the performance of the organization.  

 

One main study to have examined the relationship between internal audit training and 

development and internal audit effectiveness were those of Cohen and Sayag (2010). 

They sampled internal auditors and general managers of 108 Israeli private and public 

sector organizations. Their result showed no significant relations between internal audit 

training and development and internal audit effectiveness. They concluded that 

organizational and management factors were more critical in internal audit training and 

development. This implies that training and developing internal audit for maximum 

contribution to organizational performance requires the commitment of management. 

As acknowledged by Ege (2015), "managers intending to commit misconduct have 

more opportunity to do so if they also control IAF quality" (p. 7). Internal audit quality 
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can be controlled through restricting internal audit exposure to important trainings that 

can impact their skills and abilities. Therefore, management restriction of the training 

of internal auditors limits their ability to render useful contributions to performance of 

the organization as internal audit may miss out on recent developments that may be 

useful for their roles. 

 

One other major tool acknowledged as valuable to keeping employees fulfilled and 

committed to an organization is a defined career path and progression (Jensen, 

McMullen, & Stark, 2006). A defined career path gives employees the opportunity to 

grow on their jobs as well as grooming skills for higher challenges and avoids career 

plateaus (Chau, 1995; Jensen et al., 2006). The nature of internal audit work creates 

room for career plateaus as suggested by Chau (1995). Career plateaus describe a 

situation where an employee feels stuck in his job due to lack of motivation, poor 

reward systems, stress, and slow organizational progress (Chau, 1995). Cooper et al. 

(1996) examined the bench marking of internal auditing in Australia, Hong Kong and 

Malaysia using a survey of chief executive officers and heads of internal audit of private 

and public sector organization. Their study suggest that most of the chief executives 

surveyed preferred internal audit as a training ground and their organizations provided 

for internal auditors career path in other management position within the organization. 

Furthermore, only 19.6 percent of Hong Kong chief executives felt internal audit had a 

long term career path in their organizations.  

 

This is particularly important for an internal auditor in the Nigerian public sector 

especially at the local government level where internal audit career path is tied to the 

finance function. This can have an adverse effect on their contribution to performance 
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especially because the need to stay loyal to top management guarantees a favourable 

position outside internal audit in the future. Internal audit career path and progression 

is important for the function to contribute to governance, risk management, control and 

overall performance of an Organization. Soh and Martinov-Bennie (2011) 

acknowledged the importance of a career path for the chief audit executive to internal 

audit effectiveness and called for further research on the issue. Few studies have linked 

employee training and development to organizational performance. For example, 

employee training was found to have a positive and significant relationship on 

implementation of activity based costing and performance in small and medium 

enterprises in South Africa (Dubihlela & Rundora, 2014). Also, employee promotion 

system was highly correlated with organizational performance in a study of innovative 

enterprises in Taiwan (Lai, 2012). Furthermore, training practices were found to be 

highly correlated to performance (Huang, 2001). Most of these studies were conducted 

in the private sector. Therefore, considering the limited research in the public sector on 

this construct, there is a need to further examine the influence of internal audit training 

and development on performance of local governments in Nigeria.  

3.7.5 Management Support for Internal Audit 

Management support towards internal audit is reflected in the following: adequate 

staffing, funding, implementation of recommendations by internal audit, and a clear 

communication of top management support for the internal audit unit (Cohen & Sayag, 

2010; Md Ali, Gloeck, Ali, Ahmi, & Sahdan, 2007; Mihret & Yismaw, 2007).  These 

factors enable an internal audit unit to perform its role in improving organizational 

processes and performance in particular. Previous studies suggest that management 

support for internal audit is an important aspect of an effective internal audit (Al-
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Twaijry et al., 2003; Cohen & Sayag, 2010; Nassir et al., 2001). For example, Al-

Twaijry et al. (2003) conducted a study to examine internal audit practice and 

compliance with SSPIA standards using a sample 78 internal audit directors in joint 

stock and non-joint stock companies in Saudi Arabia. They found internal audit practice 

and role in Saudi Arabia to be at its traditional functions, focusing on compliance with 

less emphasis on performance audit. Also, the study reported a low support for internal 

audit from management and auditees. Their study suggest that internal audit's ability to 

contribute to these organizations depends on management support by way of ensuring 

internal audit departments are well resource in terms of financial and human resources, 

ensure internal audit independence and general support from management and auditees. 

They emphasized that internal audit, management and auditees should function as a 

team in order to enable internal audit help the organization to achieve its goals. This 

shows that even where other quality factors of internal audit exist, without the support 

of management, their impact on the organization would be far from optimal.  

 

Arena et al. (2006) in a qualitative study of six Italian companies, examined the 

characteristics of internal audit departments and regulatory influences on their 

development. They interviewed chief internal auditors and identified the following 

factors as significant to the development of internal audit and its ability to improve 

business processes: the prevailing culture in the organization, internal audit training, 

internal audit leadership, "soft factors", and internal audit and management 

collaboration. In terms of culture, they assert that a culture which breeds "hostility and 

suspicion" against internal audit would limit the function's role and invariably its ability 

to contribute to organization's performance. This implies that management has a role to 

play in ensuring that the right "signals" concerning the internal audit function is sent 
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round the organization. Thus, other members of the organization would take internal 

audit seriously when they observe the example set by management. 

 

Most of the above studies were done in the private sector and only a few studies have 

been conducted in the public sector of developing countries. For example, Onumah and 

Krah (2012) examined internal audit role and impediments to effective performance of 

the role in Ghanaian public sector, using a purposeful sample of 120 internal auditors 

from 40 ministries, departments and agencies (MDAs). Their study found the Ghanaian 

public sector internal audit's role to be still traditionally focused, a general lack of 

management support for internal audit, low professional proficiency and internal audit 

lacked budget authority in carrying out its role and these have hampered the function's 

effectiveness. A study on why internal audit in Nigeria public sector is perceived as 

ineffective in checking fraud identified lack of internal audit career structure, non-

implementation of internal audit reports, lack of support from public sector managers, 

culture of corruption and poor enforcements of accountability, poor remuneration, 

perquisites and hazardous nature of audit work (Unegbu & Kida, 2011).  

 

Similar findings were reported by Ali, Sahdan, Saad, and Gloeck  (2012) in a study of 

Malaysian statutory bodies and government linked organizations between 2005 and 

2008. They interviewed 46 participants made up of internal auditors and other managers 

in the aforementioned institutions. They found among others a dearth of skilled internal 

audit, low staffing, poor perception of internal audit by other non-audit employees, 

traditional internal audit activities and unfriendly environmental factors as impediments 

to internal audit effectiveness. To the best of the author's knowledge, no study has 

associated management support for internal audit and performance of an organization. 
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The closest was a study on internal audit effectiveness and firm performance; however, 

the relationship was not significant (Mihret, 2010). Table 3.5 is a summary of the 

factors often associated with internal audit role effectiveness and by extension internal 

audit quality in empirical studies by various researchers.  

 

From the resource-based theory perspective, the quality of internal audit is an intangible 

resource which can generate improved performance through oversight of processes in 

an organization, evaluation and recommending areas of improvement to management. 

Therefore, this study extends prior research in internal audit by examining the quality 

of internal audit on local government performance in Nigeria.  
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Table 3.5  
Determinants of Internal Audit Role Effectiveness 
Author Method Sector  Country Variables studied 

Al-Twaijry et al. (2003) 
Mixed- 
survey and 
interview 

Private Saudi Arabia Professional proficiency, quality of IA work, training and career development, 
competence and resources, management and auditee support 

Cahill (2006) Case study Private  Ireland Effective audit committee, competence of IA, communication, organizational 
culture, top management support 

Arena et al. (2006) Interview Private Italy Integration with management, leadership, culture and training, soft skills 

 Rupšys & Boguslauskas 
(2007) Survey Private  

Cross 
country 
analysis 

Competence, training, experience, compliance with IIA standards, audit planning, 
implementation, reporting and follow up, duration of audit, time spent on 
management request  

 Mihret & Yismaw (2007) Case study -
survey Public  Ethiopia IA quality, auditee attributes, management support, organizational setting 

 Elliott et al. (2007) Survey and 
Interview Private USA Communication, planning, interpersonal skills, competence, audit 

recommendations and feedback, management support 

 Yee et al. (2007) Survey Private/ public sector 
organizations Singapore 

Effective evaluation of internal control, problem solving and recommend 
improvements, auditor independence, technical proficiency, understand the 
business, communication 

 Mihret & Woldeyohannis 
(2008) 

Survey and 
Interview 

Public sector 
enterprises 

Ethiopia Organizational goals and strategies, level of risk exposure, auditee cooperation, 
management support, IA identification of risks and recommendations to mitigate 
risks.  

 Arena & Azzone (2009) Survey Private Italy Resources and competence, IA involvement in risk management, interaction 
between IA and audit committee 

Cohen & Sayag (2010)) Survey Public and Private Israel Professional proficiency, quality of IA work, organizational independence, IA 
career and advancement, top management support 

Mihret (2010) Survey & 
Interview 

Public sector 
enterprise/ private 

Ethiopia Organizational attributes, country attributes 

Soh & Martinov-Bennie 
(2011) 

Interview Private and one 
public sector 
enterprise 

Australia Career path of CAE, audit committee support, staffing and competence, status and 
IAF relationships, structure of IA- outsourced/in-house 
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Table 3.5 (Continued) 

 Karagiorgos, Drogalas, & 
Giovanis (2011) 

Survey Private Greece Control environment and activities, monitoring, communication 

 Burnaby & Hass (2011) Survey Private/ public 
sector and nonprofit 
organizations 

US, Canada 
and some 
Latin 
American 
countries 

Leadership, confidentiality, objectivity, communication, analytical skills, writing 
skills, conflict resolution and problem solving skills, understanding business, 
forensic skills, risk analysis and negotiating skills 

 Ramachandran, Subramanian, 
& Kisoka (2012) 

Survey  Tanzania Resources and competences, processes and activities of IA, level of interaction 
between internal audit and audit committee 

 Vijayakumar & Nagaraja 
(2012) 

Survey Public sector 
enterprises 

Karnataka Competence, training, monitoring IAF report, protection of common interest 

 Baharud-din et al. (2014) Survey Public- government 
ministries 

Malaysia Competence, objectivity and integrity, independence, management support 

 Badara & Saidin (2014) Survey Public- Local 
government 

Nigeria Risk management, effective internal control, audit experience, IA and EA 
cooperation, performance measurement 



93 

 

3.8 Effective Internal Controls 

Internal controls are defined as a system set up by top management of an organization 

to satisfactorily guarantee the attainment of goals regarding efficiency and effectiveness 

of operation, reliability of financial reporting and compliance with laid down policies 

and procedures (Committee of Sponsoring Organization (COSO), 2013). This 

definition shows management is at the centre of internal controls, in that they are 

responsible for setting a system of internal control and to ensure it is effective. For 

internal controls to be effective, it requires continuous monitoring by management with 

the help of internal audit (COSO, 2009).  Furthermore, for continuous monitoring  to 

yield benefits, COSO (2009) recommends the right "tone at the top", competent and 

objective staff equipped with an appropriate level of authority for monitoring internal 

controls and an "effective internal control" as a beginning point from where monitoring 

proceeds (p.2). Also, the International Organization of Supreme Audit Institution 

(INTOSAI) (2004) define internal controls as 

an integral process that is effected by an entity's management and 
personnel and is designed to address risks and to provide reasonable 
assurance that in pursuit of the entity's mission, the general objectives 
are being achieved: executing orderly, ethical, economical, efficient and 
effective operations; fulfilling accountability obligations, complying 
with applicable laws and regulations; safeguarding resources against 
loss, misuse and damage (p. 6). 
 

In essence, there can be no effective internal control without top management ensuring 

the right conditions exist for internal audit to play its role of assisting management in 

continuous monitoring of controls to enable the achievement of organizational 

objectives. Also, the INTOSAI (2004) definition highlights the importance of ethical 

operations as an element in the attainment of organizational objectives.  
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Internal controls have been shown to be advantageous to an organization, for example, 

prevention of errors and fraud (Rae & Subramaniam, 2008; Shanmugam, Haat, & Ali, 

2012); assist auditors in their assessment of the likelihood of fraud risk (Mohd-Sanusi, 

Mohamed, Omar, & Mohd-Nassir, 2015), and serves as guide to processes within the 

organization (Daniela & Attila, 2013). Internal controls pervade all aspects of an 

organization's activities and help the achievement of organizational goals when built 

into organizational processes (INTOSAI, 2004) and treated as an integral part of 

activities. 

   

 Internal controls are dynamic and are not full proof against risk (Daniela & Attila, 

2013) and so the need for continuous monitoring to ensure the system is effective. 

Internal auditors assist management in providing continuous monitoring and evaluating 

internal controls and recommending improvements for effective internal controls.  The 

Committee of Sponsoring Organizations of the Tradeway Commission (COSO) (2013) 

and International Organization of Supreme Audit Institutions (INTOSAI) (2004) 

internal control frame work consists of control activities, control environment, risk 

management, monitoring, and information and communication as cornerstones for an 

effective internal control system. The control activities captures procedures and 

practices that give management assurances on the adherence to laid down practices that 

drive the attainment of organizational objectives. These activities include segregation 

of duties, physical controls, authorization, approval, verification, reconciliation and 

review of performance (COSO, 2013). Risk assessment and management ensures 

appropriate responses to risks are developed in order to ensure goal attainment for the 

organization. Control activities involve preventive and corrective actions aimed at 

ensuring the organization is on the right path to achieving its goals. Furthermore, 
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information and communication element of internal controls ensures that accurate and 

adequate information is generated and disseminated to enable management and other 

stakeholders make timely decisions. Monitoring ensures that deviations are quickly 

identified and corrected in line with changing environment of the organization.   For 

internal controls to be effective, Whitehouse (2013b) recommended that COSO's 

principles which incorporate all elements of the internal control framework be adhered 

to. Therefore, the incorporation of all elements of internal control to organizational 

processes can enable achievement of objectives.  

 

Researches on internal controls have focused more in the private sector and specifically 

on how internal controls affect financial reporting quality, effects of internal control 

disclosures on financial statement users and on the characteristics of firms who disclose 

material weaknesses in internal controls (Ashbaugh-Skaife, Collins, & Kinney, 2007; 

Doyle, Hall, & Mcvay, 2007; Ge & Mcvay, 2005; Haron et al., 2010; Hermanson et al., 

2012; Hermanson, 2000; Janvrin, 2008; Whitehouse, 2013). Disclosing internal 

controls serves as a tool which enables shareholders gauge the effectiveness of internal 

controls in an organization (El-gazzar & Fornaro, 2003; Reilly-Allen & Mcmullen, 

2002).  

 

Relatively few studies have been carried out in the public sector (Elson & Dinkins, 

2009). The dynamic regulatory environment in the private sector as a result of financial 

scandals explains the paucity of researches on internal controls in the public sector. 

Also, the public sector is not exposed to many changing regulatory requirements like 

the private sector even though new regulatory provisions regarding internal controls 

can improve fiscal practices. An assessment of the relationship between effective 
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internal controls and risk of fraud showed that effective internal controls lowers 

financial statement fraud resulting from manipulation of records, misrepresenting 

transactions and intentional misapplication of accounting policies (Spatacean, 2012). 

Also, effective internal control procedures moderate the relationship between 

organizational justice and employee fraud (Rae & Subramaniam, 2008). Effective 

internal control procedure was measured on a seven item scale on aspects of a 

company's internal control system adapted from an Australian CPA internal control 

study. The internal control procedures were rated as very poor (1) to very good (7) and 

analysis were done based on the average score of items answered by each respondent. 

A reliability score of 0.89 was reported for this scale. This study implies that an 

organization stands the risk of being negatively exploited by its employees when the 

deterrent effect of internal controls is perceived to be weak. 

  

Furthermore, an effective internal control system is associated with financial reporting 

quality. For example, companies who disclose their internal control reports are often 

judged as having a high quality internal controls than those who do not (Ashbaugh-

Skaife et al., 2007; Ge & Mcvay, 2005). In essence studies have used disclosure of 

internal control report as proxy for internal control quality. Disclosing internal control 

reports signifies management assurance on the strength of internal controls within the 

organization. Therefore, an effective internal control system can provide the needed 

background for efficient and effective attainment of goals and accurately reporting the 

state of affairs of the organization. Hermanson et al. (2012) measured the strength of 

internal controls as proxy for effective internal controls. Their study employed a scale 

of "not very descriptive of my company (1) - very descriptive of my company (7). 

Statements on the scale were largely drawn from COSO internal control 
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implementation guidelines, which were also in line with INTOSAI guidelines. The 

average control score for each element of internal control was used as control strength. 

Three elements of internal controls measured in their study: monitoring, risk assessment 

and control environment. Altogether, the scale had 37 items made up of statements 

which respondents rated.  However, other aspects of COSO's internal control 

framework like control activities and information and communication were ignored in 

the study. It should be noted that recent COSO principles of effective internal controls 

covers all aspect of the framework for internal controls and all should exist in an 

organization (Whitehouse, 2013a). Janvrin (2008), in an experimental study of auditors 

in a multinational firm, rated internal control effectiveness on each scenario on a scale 

of "very weak (0) to very strong (10)". The study found that auditors placed more 

reliance on audit evidence generated in an organization with effective internal controls 

than those without. Thus, auditor's judgment on how effective a client's internal controls 

are, dictates how much reliance can be placed on evidence generated from a client's 

operations.  

 

Internal audit serves as the monitoring mechanism to ensure these goals are attained. 

Pridgen and Wang (2012) studied how audit committees affect internal control quality 

of administering program hospitals in the US. They used a categorical measure of one 

(1) for presence of internal control deficiency and zero (0) for the absence of internal 

control deficiency. Their study found association of internal control quality with 

hospitals who had an audit committee and engaged the services of a big 4 auditor. Yee 

et al. (2007) explored the perception of internal audit role and effectiveness amongst 

directors, finance officers, mid-level and general managers in 25 organizations in 

Singapore. Their respondents (65 percent) rated internal audit ability to effectively 
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evaluate internal controls as the most important determinant of an effective internal 

audit. This finding is expected as internal audit major role is to provide assurance on 

the adequacy and effectiveness of internal controls. From the above, it can be deduced 

that for internal audit to effectively contribute to performance of an organization, 

adequate and effective internal controls must exist. Without a system of internal 

controls in place, internal audit's basis of existence is doubtful. Coram et al. (2008) 

assert that having an internal audit function is associated with good corporate 

governance and internal controls but it is the presence of effective internal controls that 

increase the likelihood of detecting fraud rather than internal audit itself. Hence, an 

effective internal audit's ability to contribute to performance of an organization is 

predicated on the presence of adequate and effective internal controls over which it 

exercises oversight. 

3.8.1 Effective Internal Controls and Organizational Performance 

In addition to contributing to good corporate governance and financial reporting 

quality, effective internal controls have been linked to firm performance. Janvrin (2008) 

defined internal control effectiveness as the extent at which internal controls set up by 

management are functioning and helping the organization attain it goals. Effective 

internal controls should serve as a mechanism through which operations are effectively 

carried out (Whitehouse, 2013a). Effective internal controls generate timely and 

reliable reports, ensure continuous auditing process, and produce more persuasive 

internal evidence on which the external auditor relies (Cohen & Kida, 1989; Janvrin, 

2008).  Haron et al. (2010) argue that for boards to increase the value of shareholders, 

the performance of the organization must be enhanced through a combination of 

resources and processes of which internal control is part. Haron et al. (2010) used 
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internal control disclosure in financial statements as proxy for internal control quality, 

return on assets (ROA) and return on equity (ROE) as measures of performance for 121 

companies listed on the Bursa Malaysia. Their study found high performing companies 

in terms of ROA and ROI voluntarily disclosed their internal control reports than low 

performing companies. By implication, an effective internal control system creates an 

enabling environment for attainment of organizational goals, whether value for 

shareholders or stakeholders. In the public sector where profit is not the motivating 

factor, effective internal controls can provide a base through which management 

processes can translate to better service delivery to citizens and safeguard the fiscal 

health of public sector organizations.   

 

Government internal controls over financial management includes legal and other 

organizational framework for oversight over the budget cycle. The primary aim is to 

ensure fiscal discipline and efficient distribution and use of resources. Internal audit can 

define their role effectively on areas around internal controls because issues regarding 

controls frequently require evaluation to ensure laid down procedures and policies are 

adhered to (Leung et al., 2011). Internal audit role is that of monitoring these controls 

and reporting areas of deviations to top management for corrective actions. This way, 

opportunistic behaviours are reduced and transparency and accountability is enhanced 

(Asare, 2009). Baltaci and Yilmaz (2006) study of local governments in six countries 

identified the lack of and inadequacy of internal control as a major factor accounting 

for the widespread accountability and performance failures. They advocated for 

effective internal controls and audit as tools to promote local government efficiency 

and effectiveness in use of resources.  
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Although management is responsible for setting up adequate internal controls, they rely 

on internal audit to provide assurance on the effectiveness of these controls in shaping 

the achievement of organizational objectives and goals. Vijayakumar and Nagaraja 

(2012) examined the internal audit as an effective tool of internal control in risk 

management using 300 respondents from 24 public enterprises in Karnataka. Their 

study used mean values responses in their analysis and found internal audit to be a 

useful tool of internal control. They also found lack of operational knowledge, non-

existence of charter and non-existence of whistleblower policy as major impediments 

to internal audit's role. Although the study makes a contribution to understanding 

internal audit's role, it assumed internal audit to be synonymous with internal control 

when in fact the two are different even though intertwined (Baltaci & Yilmaz, 2006).  

Similarly, Badara and Saidin (2014) studied the relationship between effective internal 

controls and internal audit effectiveness using a sample of 350 made up of internal 

auditors, audit committee members, and local government chair in Nigeria. Effective 

internal controls were measured on a scale ranging from strongly agree (1) to strongly 

disagree (5) using 7items and reliability index of 0.7 Their study found significant 

positive relations and the concluded that internal audit effectiveness is contingent on 

the existence of effective internal controls. Although their study found relations 

between these variables in the context studied, our study extends theirs by examining 

the relationship between effective internal controls and local government performance 

in Nigeria. 

  

Government internal auditors monitor the internal controls by ensuring various public 

sector guidelines are followed especially ones related to how financial resources of the 

government are sourced and distributed. Wang (2006) as cited by Aikins (2011) argues 
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that public sector financial management monitoring serves as continuous monitoring 

on the budget and exposes unintended outcomes in order to strengthen the financial 

health of government. Public sector internal auditors help assist management in this 

monitoring process to ensure efficiency and economy in the use of resources through 

providing useful feedback for the corrective measures. Although literature provides a 

link between internal controls and aspects of organizational performance (Aikins, 2011; 

Alic & Rusjan, 2010; Feng et al., 2015; Haron et al., 2010), studies are limited in the 

public sector as noted by Baltaci and Yilmaz (2006). In view of this, there is need to 

carry out this study in the Nigerian context.   

3.9 Institutional Context Factors and Local Government Performance 

Other institutional context factors influencing local government performance include 

corporate ethical culture, internal audit relationship with management and auditees, 

internal audit and external audit collaboration, strategic planning, strategic mission, top 

management commitment, regulation and political interference. These factors impact 

local government performance.  

3.9.1 Internal Audit Relationship with Management and Auditees 

Internal audit's relationship with stakeholders within the organization affects the 

function's impact on performance of the organization. Internal audit's ability to 

communicate effectively and secure the support of auditees and top management 

influences its ability to carry out its mandate (Al-Twaijry et al., 2003; Mihret & 

Yismaw, 2007). Management shows support for the internal audit function by 

implementing audit findings and setting the tone in the organization (Mihret & 

Woldeyohannis, 2008). 
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Internal audit relationship with auditees refers to how members of other functional 

departments within the organization relate with internal audit. Internal audit is expected 

to have access to all parts of the organization and obtain the cooperation of units being 

examined to ensure smooth review of operations (Mihret & Yismaw, 2007). A case 

study conducted in one large public university in Ethiopia on the effectiveness of 

internal audit found some auditees could not supply internal audit with the required 

information needed for audit and this often affected the functions ability to provide a 

comprehensive review. Chambers and Mcdonald (2013) advocate the cultivation of 

relationship skills by internal auditors in order to create trust and reduce unnecessary 

resistance during audit, increase the rate of obtaining information from auditees and 

promote the function as value adding. This underscores the importance of creating a 

friendly atmosphere that reduces auditee suspicion and perception of the internal 

auditor as a fault finder. Some studies have highlighted the importance of a positive 

attitude of top management for internal audit and how this affects the cooperation it 

receives from auditees and other levels of management (Lenz & Sarens, 2012; Sarens 

& De Beelde, 2006).  

 

Internal audit role effectiveness depends on the functions relationship with other 

governance mechanism of which top management is part (Goodwin, 2003; Sarens et 

al., 2012). Top management is required to carry out the strategic objectives of the board 

by establishing internal controls as part of managing risks, and giving assurance to all 

stakeholders that controls exist and are working. The IAF supports top management 

through monitoring internal controls and delineating areas that need attention and 

providing other consulting services to improve governance, risk management and 

control (Sarens & De Beelde, 2006). In addition, internal audit evaluates operational 
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efficiency, assessing the results of top management financial plans and expose areas 

that pose risks to the organization (Cooper et al., 1996). Top management in turn, 

improves operations by taking actions on the observations and reports from the IAF and 

providing feed back to the internal audit. It has been argued that the support IAF gets 

depends on its ability to meet the needs of top management (Sarens & De Beelde, 2006). 

The relationship seems symbiotic whereas internal audit meets top management needs, 

internal audit gets rewarded by more support. Hence, to be effectively contribute to 

organizational performance, internal audit should secure top management support by 

way of implementing internal audit recommendations which also signals the 

importance of the function and management commitment to the entire members of 

organization.  

 

 Sarens and De Beelde (2006) conducted a study of the relationship between internal 

audit and senior management by way of interviews of heads of internal audit, CEOs 

and CFOs of five companies in Belgium. Their study found that senior management 

has an influence on the internal audit of the companies studied and that internal audit 

gets supported when it meets senior management expectation. Furthermore, they found 

that senior management looks to internal audit to protect the culture of the organization. 

Therefore, senior management support to internal audit impacts IAF role in helping the 

organization achieve its objective. Similarly, Cohen and Sayag (2010) found high 

correlations between senior management support and IAF effectiveness using a survey 

of 108 internal auditors and managers in both private and public sectors. However, 

Sarens et al. (2012) had conflicting results when they highlight a no significant impact 

of management inputs into internal audit planning on factors related to IAF's role in 

corporate governance. These mixed results therefore presents opportunity for further 
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investigation on internal audit relationship with top management and auditees and how 

this enhances performance in the local government. 

3.9.2 Internal Audit and External Audit Collaboration 

External audit enables the development of internal audit through serving as recruitment 

market for recruiting internal auditors (Al-Twaijry et al., 2003; Arena et al., 2006). In 

some settings, external audit is given more importance as evidenced in the outsourcing 

of the internal audit function (Carey, Subramaniam, & Ching, 2006; Yee et al., 2007). 

However, maintenance of an in house internal audit is viewed as good corporate 

governance practice especially with the recognition of the strategic position it holds in 

an organization (Bostan & Grosu, 2010; Sarens et al., 2012). The relationship between 

internal audit and external audit should be complimentary as reflected in the external 

auditor's willingness to rely on the work of internal audit or share working papers and 

reports (Morrill & Morrill, 2003; Reinstein, Lander, & Gavin, 1994). In deciding on 

whether to rely on the work of the internal auditor, the external auditor often considers 

the quality of internal audit (Desai, Roberts, & Srivastava, 2010; Haron et al., 2004; 

Suwaidan & Qasim, 2010).  

 

Also, internal audit assistance of external audit has been documented to reduce both 

audit fees, external audit delay and minimize duplication of audit efforts (Abbott, 

Parker, & Peters, 2012; Prawitt, Sharp, & Wood, 2011). By extension external - internal 

audit collaboration can enhance efficiency in the conduct of audit and reliability of 

financial reports in the public sector. Furthermore, coordination of efforts with internal 

audit may enable external audit to detect material weaknesses more easily (Lin et al., 

2011). Hence, by helping the external auditor detect material weaknesses easily, the 
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quality of performance information is enhanced and truly shows the state of affairs of 

the organization. Therefore, there is much to be gained from both parties and for the 

overall performance of the organization through collaboration during audits. However, 

Bame-Aldred et al. (2013) suggest that the environment under which the external 

auditor makes a decision to rely on the work of the internal auditor is complex and 

involves several more factors such as auditing standards, regulation, internal audit 

quality, sourcing of internal audit, and the level of risks. Hence, the institutional 

environment affects how much collaboration exists between the external auditor and 

internal auditor. Most of the above evidence of internal -external auditor relations is in 

developed countries and in the private sector with very limited evidence in developing 

countries like Nigeria. Also, there is limited evidence on the performance effect of such 

collaboration between internal audit and the external auditor. Furthermore, external 

auditors in the public sector are not operating as businesses and it would be important 

to examine whether these relations foster local government performance. 

 

3.9.3 Corporate Ethical Culture 

Moran and Volkwein (1992) as cited by Wallace, Hunt, and Richards (1999) define 

organizational culture as group of shared assumptions by members of an organisation. 

It includes attitudes and values held by members in the organisation. Organisational 

culture also includes shared assumptions, patterns, attitudes and values held by 

members of an organisation and which new employees are expected to imbibe as proper 

(Yiing & Ahmad, 2009).  Also, organisational culture is a symbolic representation 

which communicates the values and beliefs underlining the operations of an 

organisation. These values and beliefs are constantly circulated amongst members in a 

continuous manner (Reginato & Guerreiro, 2013). The summary of these definitions 
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imply that although an organisation's ethical culture may not be tangible but its strong 

influence on interactions within the organisation are felt by members there in. It shapes 

the way relationships are built and how processes are carried out. Therefore, even where 

there is no code describing mode of behaviour within an organisation, new employees 

can feel the influence of the prevailing culture. 

  

Wallace et al. (1999) survey of police officers on the relationship between 

organisational culture, organisational climate and managerial values showed a strong 

association between organisational climate and managerial values. Their study 

indicates that a climate which encourages values and positive working relationships 

would foster cooperation and invariably, the attainment of objectives. Internal audit 

effectiveness would be enhanced in organisations where the values and prevailing 

climate encourages teamwork, brotherliness and ethical conduct. Kaptein (2008) 

identifies ethical culture and ethical climate dimensions as determinants of an 

organization's ethical environment. Although some authors use these terms 

interchangeably but they both measure different aspects of an organization's ethical 

setting (Trevino, Butterfield, & McCabe, 1998). Ethical climate captures attitudes and 

expresses what the organization deems acceptable and desires as appropriate conduct 

while ethical culture is towards inducing ethical conduct amongst organization 

members (Trevino et al., 1998; Webb, 2012). Hence, behaviour and decisions are 

influenced by the prevailing ethical climate while ethical culture is expressed in the 

organization's control systems, including rules, prevailing norms and system of reward 

(Webb, 2012). Trevino et al. (1998) was first to develop ethical culture and tested the 

construct using 14 items which was subsequently refined by Kaptein (2008). Kaptein 

(2008) developed the corporate ethical virtues model (CEV model) for measuring 
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ethical culture of an organization. Corporate ethical virtues reflect an organization's 

capacity to induce ethical conduct amongst members of the organization (Kaptein, 

2008). Kaptein's (2008) corporate ethical values consist of eight virtues which include: 

clarity, congruency, feasibility, supportability, transparency, discussability, and 

sanctionability. Clarity captures management's ability to ensure employees understand 

expectations regarding ethical conduct. Congruency refers to the extent to which both 

supervisors and management show ethical conduct. Feasibility refers to management's 

ability to create an atmosphere that enables compliance with ethical behaviour. 

Supportability shows the extent to which the organization is committed to ethical 

conduct among employees and senior management. Transparency is the extent to which 

ethical conduct is perceived while discussability captures the extent to which ethical 

issues can be discussed. Finally, sanctionability refers to the enforcement of ethical 

conduct or behaviour through punishment. Kaptein's (2008) corporate ethical virtues 

scale is acknowledged to give a better understanding of the relationship between culture 

and goals of an organization (Huhtala, Feldt, Hyvonen, & Mnuno, 2011).  

 

Internal auditors as members of an organisation are constantly influenced by the 

workings of the prevailing organisational culture. An organisation which promotes 

ethical behaviour would be guided by codes of morally upright behaviour whether 

written or not. These enables members to work together to promote the health of the 

organisation and make the work of internal auditors easier. It should be noted that 

employees perceive organisational culture as documented by Helms and Stern (2001). 

Their study found that employees perceived the prevailing organisational culture 

differently. The differences in perception were due to age, gender and ethnicity and 

managers need to acknowledge and understand these differences.  
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Managers dictate the tone within an organisation. They are to promote an atmosphere 

for motivation which strengthens organisational culture. The right ethical tone by top 

management is associated with financial reporting quality, improved organizational 

performance, ethical decisions, increased external auditor reliance on internal audit 

work and reduced audit fees (Booth & Schulz, 2004; D’Aquilla, 1998; Hansen, 

Stephens, & Wood, 2009; Hosmer, 1994; Prawitt et al., 2009; Verschoor, 1998). 

Internal audit can also enhance tone at the top through evaluating and reporting and 

recommending areas for improvement (Hansen et al., 2009). Unethical behaviours can 

be triggered where mangers displayed values other than those perceived as acceptable 

within the organisation (Sööt, 2012). Therefore, strategies for combating unethical 

behaviours would only yield positive results where managers lead through exemplary 

conduct (Sööt, 2012; Webb, 2012) and the values emanating from ethical leadership of 

managers regulate outcomes in members of the organisation.   

 

As noted earlier, organisations comprise of operations, activities and relationships 

which operate both formally and informally and therefore managers should approach 

these interactions knowledgeably with a view to directing such towards achieving 

objectives in the most ethical manner. The role of internal audit is influenced by the 

status top management accords the function and this has profound ethical implications.  

Friedberg (1998) observes that a negative ethical atmosphere created by top 

management is likely to generate an uncomfortable atmosphere for internal audit where 

its findings and recommendations are ignored and the function exists only for statutory 

reasons. In essence, internal audit is constrained in the performance of its role in an 

ethically deficient setting, particularly triggered by top management indifference to 
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creating an ethical culture which prevents abuses of internal controls. The effect of 

national culture on auditors evaluating internal control has been highlighted in a study 

of 78 Taiwanese auditors and 99 Australian auditors (Sim, 2010). His study found 

auditors from a collectivist culture when faced with unfavourable audit evidence raised 

their beliefs upward than when faced with favourable audit evidence. Furthermore, the 

study indicates that the collectivist cultured auditor is more likely to portray a 

favourable position of affairs in other to "keep the client happy". Therefore, the 

relationship among governance mechanisms is influenced by organisational culture and 

internal auditors do not operate in a vacuum as portrayed in literature. They are 

influenced by the interactions among corporate governance mechanisms, auditees, and 

the prevailing organisational culture in the discharge of their duties.  

 

Furthermore, Cahill (2006) in a case study of one multinational bank in Ireland, 

examined why the existence of governance systems (internal audit and audit committee) 

failed to mitigate unethical and fraudulent practices within the bank. Using archival 

information, he concluded that mere existence of internal governance systems like 

internal audit and audit committee is no guarantee to correct unethical and fraudulent 

practices. Also, his study suggests that the effectiveness of internal governance systems 

depends on factors such as: organizational culture, communication, and the specific 

characteristics of how activities are carried out within the organization. The influence 

of these factors affects the perception of the internal audit function, how much 

cooperation it receives and consequently, IAF contribution to performance of the 

organization. Internal audit function is charged with ensuring controls are adequate and 

working, however, the ethical culture of an organization has an impact on how effective 

internal audit oversight on internal controls would be. According to Pfister (2012), the 
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likelihood of internal control breakdown increases where top management ignores the 

centrality of ethical culture in an organization. Top management inability to set the right 

tone in an organization creates an environment for the emergence of a culture that 

undermines internal controls (Pfister, 2012) and invariably limits internal audit's 

potential to provide assurance on the system. 

  

One foremost study that linked corporate ethical culture and company performance 

were those of Verschoor (1998). He analyzed the financial reports of 376 public 

companies in the US and specifically examined management reports for statements on 

commitment to ethics. Further analysis provided empirical evidence between 

management commitment to ethics and financial performance of companies. In another 

study, Donker, Poff, and Zahir (2007) examined the relationship between corporate 

values and performance of 240 companies listed on the Canadian stock exchange. 

Corporate values were measured on a corporate value index ranging between zero and 

ten. They found corporate values to be significantly related to company performance. 

Similarly, Hosmer (1994) suggests that organizations who promote an ethical 

environment have higher chances of success that those who do not. It therefore implies 

that an ethical culture creates the right atmosphere for performance. For example, 

internal audit can be more effective in their monitoring role and recommendations for 

improvement in processes arising there from are easily accepted and implemented by 

management. Rae and Subramaniam (2008) also found corporate ethical environment 

to significantly impact the quality of internal controls.  Although few studies link ethical 

culture and organizational performance, there is limited evidence outside the context of 

developed countries. To the best of our knowledge, no study has examined this 

relationship in the public sector and this study seeks to fill the gap observed in literature. 
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3.9.4 Strategic Planning 

The drive towards new public management advocates the adoption and application of 

management techniques in the private sector to public management for greater delivery 

of services and accountability. In order to deliver on objectives and goals, strategy must 

provide the map for attainment of goals and objectives. Goals and objectives in the 

public sector are conceived externally and rules, laws and regulation are already 

established on which these goals and objectives derive meaning. Unlike the private 

sector, the public sector performance is evaluated based on ensuring benefits for the 

citizens it serves as against earning adequate returns for shareholders. Also, strategic 

planning differs between both sectors because they serve a diverse group of owners: 

shareholders and stakeholders (Bryson & Roering, 1988). Moreover, their goals 

regarding performance differ. In order to satisfy the needs of those served, 

organizations resort to strategic planning to create objectives and the path needed to 

achieve them.  

 

Strategic planning, strategic management, strategy have often been used to describe 

creating a plan to guide the attainment of organizational goals. However, these terms 

though linked, each focuses on different aspects of strategy. Strategy itself captures all 

decisions made towards achieving goals and objectives after considering the 

environment in which the organization operates in (Mintzberg, 1994). It also 

incorporates the mission of the organization. Boyne and Walker (2010) see strategy in 

the public sector as a means of attaining improved performance and enhancing service 

delivery to citizens. In essence, strategy is a road map which guides an organization 

through a chosen goal, objective or mission. Furthermore, strategy has been defined 

from the content and process angles (Wechsler & Backoff, 1987). The tools used by 
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public sectors managers in making decisions regarding the direction the organization 

should follow refers to the strategy process. Strategy process involves long term 

planning and development of appropriate strategy; they include strategies for 

budgeting, performance management, and managing the work force. On the other hand, 

strategy content portrays the orientation of the organization with respect to factors 

influencing it both internally and externally.  

 

Boyne and Walker (2010) see strategy content as strategic stance and strategic actions: 

the general way an organization tries to maintain or improve on existing performance. 

Miles, Snow, Meyer, and Coleman (1978) and Porter (1980) developed two major 

models of strategy content. Miles and Stone's model captures four types of strategy 

from the study of four industries. They identified the four strategy content to be 

prospectors, defender, analyzers and reactors to describe the behaviour of managers in 

trying to maintain a balance with the environment. Porter (1980) on the other hand 

developed three strategies which they suggest could either enable an organization 

succeed or fail. Their topology of strategy identifies cost leadership, differentiation, and 

markets as strategies organizations can use to outperform their competitors (Dess & 

Davis, 1984; Miller & Friesen, 1986). Furthermore, Boyne and Walker (2004) relied 

on Miles et al. (1978) and Porter (1980) to develop strategic stance and strategic actions 

of public sector organizations. Their strategic stance includes defenders, prospectors 

and reactors while strategic action includes markets, services, revenues, and internal 

and external organization (Boyne & Walker, 2004 p. 244). Organizations that are 

classified as defenders tend to work towards sustaining and maintaining the level of 

current operations and only adopt changes when evidence supports its adoption. 

Prospector organizations are proactive in seeking new opportunities and are first to 
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adopt new innovations that propel them as leaders.  Reactor organizations tend to adopt 

innovations when pressure from the environment demands for example pressure from 

regulators. Strategic management involves the integration of strategic planning and 

implementation in a continuous manner to aid mission attainment, goal achievement, 

promote ongoing learning and maintaining value for citizens (Bryson, 2010). Thus, 

strategic management is broader in scope since it consists of both strategic planning 

and the implementation process. However, this research focuses on strategic planning 

of local government and performance implications. 

 

Strategy planning has been defined variously by researchers. For example, Mintzberg 

(1994) sees strategic planning as a process of making relevant decisions affecting the 

organization. It also involves management evaluation of current strategies with the aim 

of identifying potential threats to the organization through a thorough analysis of the 

organization's strengths and weaknesses (Vancil & Lorange, 1975). Also, strategic 

planning is associated with vision (Tregoe & Tobia, 1991) and it is derived from 

aspiring to execute an action differently from what others are doing (Hamel & Prahalad, 

1996). Furthermore, strategic planning focuses on the continued existence of the 

organization in a rapidly changing and competitive environment (Mahon & McGowan, 

1998). It is relates to processes undertaken that guides the development of strategies 

that enables the organization achieve organizational goals (Tapinos, Dyson, & 

Meadows, 2005). A more recent definition captures strategic planning as developing 

and executing a plan of action that guides behaviour for the attainment of organizational 

objectives and goals (Brown, 2010). The success of strategic planning depends on 

identifying factors impacting organizational goals and taking appropriate actions, 

engage the participation of organizational members and allowing room for evaluation 
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and feedback in line with changing conditions (Brown, 2010). Public sector is 

influenced by regulatory and political factors outside the control of public sector 

managers and these exert normative and coercive influences on strategic planning. 

Given the complex and rapidly changing context of the public sector, strategic planning 

is required to help simplify the decision making process (Brown, 2010).  For example, 

decisions involving outsourcing of a service(s) requires some strategy. Decisions to be 

taken depend on an analysis of the best way of deploying resources that would be 

beneficial to stakeholders and in an efficient, effective and economical manner.  

 

Given the importance of strategic planning in the public sector, the question arises on 

whether strategic planning improves local government performance in terms of cost 

curtailment, improved service delivery and curbs mismanagement and waste of 

resources or financial performance? Is strategic planning adopted to ensure less 

dependence on central government for funding? Literature provides evidence of a 

relationship between strategic planning and organizational performance. The public 

sector performance is influenced by many factors, some of which are outside the control 

of public managers. For example, Boyne (2003) argues that the amount of allocated 

resources from higher level of government, size and specific features of the local 

population, political ideology and cooperation of political principals are largely outside 

the influence of public managers. However, internal features such as the age of the work 

force and organizational culture can easily be influence to promote performance (Boyne 

& Walker, 2010). 

 

Strategic planning practices are grounded in the private sector (Bryson, 1981), although 

it is evolving in the public sector. Several differences are noted between strategic 
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planning in the private and public sector to include those arising from the internal and 

external environment and from organizational activities and processes (Nutt & Backoff, 

1995). Influences from the external environment relates to those emanating from the 

political atmosphere which have influences on what and how decisions are made. 

Internal influences arise from ambiguous goals and performance targets, managerial 

decision making constraints and motivational factors (Nutt & Backoff, 1995). Thus, 

adopting private sector strategic planning in the public sector requires flexibility in 

order to address issues from highlighted differences. Organizations engage in strategic 

planning for several reasons. Some commonly cited reasons include: growth, 

development of new and expanded services, coordination of services, economic 

development, financial, downsizing, political processes and media emphasizes on 

specific issues (Andrews, Boyne, Law, & Walker, 2009; Nutt & Backoff, 1995). 

Generally, organizations use strategic planning to reinvent themselves in order to secure 

continuous progress. 

 

Furthermore, strategic planning is important and benefits an organization in several 

ways. For example, strategic planning improves management process, enables 

organizations to be proactive in addressing issues affecting goals, improves the quality 

of decision making process, vision congruence, aligning stakeholders, attainment of 

objectives and enhanced performance (Boyne & Gould-Williams, 2003; Boyne, 2001; 

Pindur, 1992; Poister & Streib, 2005). Despite these benefits, Eadie and Steinbacher 

(1985) acknowledged impediments that could impact strategic planning. These 

impediments arise from the complexities of the public sector environment and resource 

constraints. The enormous resources required for strategic planning raises concern on 

its applicability in the public sector. For example, Boyne (2001), argues that data for 
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analysis are difficult to assemble and political constraints arising from the short term 

focus of politicians. Similarly, Mintzberg (1994) suggests that strategic planning could 

lead to negative and poor performance when participants in the process see it as a 

burden. Also, the organization can be destabilized due to conflict situations and high 

uncertainty in the environment (Mintzberg, 1994). Despite these limitations, Eadie 

(1983) advocates an all embracing process and wide participation of organization's 

members. 

 

Strategic planning process involves steps to be followed in accomplishing the strategic 

plan (Pindur, 1992). These steps advocated in literature includes: identify mission and 

objectives including the vision and core values of the organization, assessment of both 

internal and external environment, identify challenges facing the organization, establish 

what goals and objectives, develop and assess the practicability of achieving the goals 

and objectives, implementing the strategies, and monitoring and evaluation for 

corrective actions (Eadie, 1983; Pindur, 1992; Poister & Streib, 2005). In adopting these 

steps, specific attention should be paid to the organizational context. In other words, 

there is no tailored made strategic planning process (Poister, Edwards, Pasha, & 

Edwards, 2013). Furthermore, Boyne (2003) argues that strategic planning enhances 

organizational performance through enabling managers clarify goals and objectives, 

generate proactive responses to external influences, enable long term planning, 

improved quality of decision making, and promotes congruence of actions and activities 

in the organization. Also, Pindur (1992) argued that strategic planning is a management 

tool which strengthens management and decision making processes for improved 

performance. Thus, the relationship between strategic planning and performance has 

only been recently explored in the public sector (Andrews et al., 2009;  Boyne & Gould-
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Williams, 2003; Hendrick, 2003). Specific studies linking strategic planning and local 

government performance have produced mixed results and were mostly conducted in 

the US and UK (Andrews et al., 2009; Boyne & Gould-Williams, 2003; Hendrick, 

2003; Poister & Streib, 2005; Ugboro, Obeng, & Spann, 2011). 

 

Hendrick (2003) conducted a study of employees of 14 departments in Milwaukee city, 

Wisconsin with the aim of testing the various prepositions regarding strategic planning 

and how it influences performance. She surveyed respondents on issues regarding 

comprehensiveness of planning, extent of monitoring, participation, level of 

commitment, participation from external parties, and how centralized the process was. 

Performance was assessed through survey questions on difficulty of planning and 

management capacity. Using correlation test, Hendrick's study found commitment to 

planning and participation to be positively correlated and centralizing planning 

internally to be negatively correlated to difficulty of planning. Although she makes a 

contribution by showing the association of variables examined her measures of 

performance leaves much to be desired and reflects aspects of management requirement 

for planning. 

 

Also, Boyne and Gould-Williams (2003) examined the effect of rational planning on 

performance of Welsh local government services. They surveyed chief officers, service 

managers and front line staff involved in the Best Value pilot test in Welsh local 

government. He measured aspects of rational planning such as targets set, action plans, 

environmental scanning and perception of ease of planning. Furthermore, performance 

was measured using perception of respondents on effect of planning on cost efficiency, 

costs, efficiency, and service quality. Their study found positive relation between 
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favourable attitude towards planning and performance but negative relation between 

performance and other set targets. Generally, the results show very small positive effect 

of planning on performance. They concluded that the positive effects of planning more 

than offset the negative effect of setting targets. Also, their study did not control for 

other factors that could influence performance. They therefore called for more research 

in other public sector context and additions of more variables that could improve 

performance. 

 

Furthermore, Andrews et al. (2009) studied the effects of strategy formulation, strategy 

content and performance of 47 Welsh service departments in the UK. They measured  

strategy formulation and strategy content on a seven point scale ranging from disagree 

(1) to agree (7) while performance was an index of measures of twenty nine 

effectiveness measures drawn from service effectiveness measures set by National 

Assembly of Wales. Strategy formulation was captured along three dimensions: 

rational planning, absence of strategy and logical incrementalism. Their study found 

negative effects of logical incrementalism and strategy absence on performance. 

Furthermore, no relationship was found between rational planning and performance. 

Defending and prospecting dimension of strategy content were found to have 

significant relationship with performance. However, the study did not take into 

consideration other factors that may have effects on performance especially given the 

complexity in the public sector.  

 

Ugboro et al. (2010) studied the effect of strategic planning on strategic planning 

effectiveness (measure of performance) in 54 transit companies in the US. They 

conceptualized strategic planning along four dimensions: context, process design and 
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top management involvement. Survey questions were developed along these 

dimensions and measured using a five point scale ranging from not applicable (0) , 

strongly disagree (1), disagree (2), Agree (3) to strongly agree (4). Using factor 

analysis, their study found context, process and top management involvement to 

positively influence perceive strategic planning effectiveness. Their study suggests that, 

an understanding of the whole planning process, management style and management 

involvement and commitment is important for planning to result in significant 

improvement in performance of an organization.  

 

In summary, findings from the above studies are mixed as there are no uniform 

dimensions and measures of strategic planning. Evidence suggests authors used 

different proxies for performance and strategic planning. Some used perceptual data, 

objective or a combination of both. In this study, Ugboro et al. (2010) and Tapinos et 

al. (2005) definitions of strategic planning were adopted for this study because both 

offer a comprehensive definition of strategic planning which can be adapted to suit the 

Nigerian context. 

3.9.5 Regulation 

External influences on performance of local government include pressures resulting 

from government regulations. These pressures also influence internal audit and internal 

control practices, and other internal organizational factors within the local government. 

Regulation in the public sector is characterized by use of persuasion or directives by 

regulatory bodies to bring about changes or compliance, regulators set standards related 

to use of resources, and regulatory bodies operate outside the regulated organization 

(James, 2000). Regulation has been defined as "the ways in which public purposes are 
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decided and implemented upon" and often backed by laid down rules and procedures 

as well as sanctions for non-compliance (James, 2000 p. 327).  Hence, regulations are 

created to enable government achieve it set objectives of serving and ensuring the 

wellbeing of citizens or communities. 

 

The concept of regulation is also related to accountability as some researchers see it as 

a duty of the regulated to account for its actions and inactions to a regulator (James, 

2000). In other words, the regulated justifies actions taken regarding issues for which 

compliance is required. Regulation and accountability requires exercising authority but 

regulation emphasizes on "authority relationships where an organization controls 

another at arm's length rather than internal management accountability" (James, 2000 

p. 328).  Emphasis is on rules, standards and how much compliance is taking place. 

Regulators in the public sector include auditors, inspectorates, ombudsman, and other 

government departments charged with oversight responsibilities to some government 

divisions. A major rationale for the regulation of public sector organizations is that 

regulation brings about better performance, accountability and positions public sector 

institutions to deliver on their mandate to citizens (Andrews, Boyne, Law, & Walker, 

2008). Hence, despite increased attention on regulating public sector organizations for 

improved service delivery, research into the actual impact of regulation on performance 

of public sector organizations is limited (Andrews et al., 2008). Regulatory factors such 

as weak judicial and enforcement systems and lack of investor protection laws affected 

the development of financial reporting in Pakistan (Ashraf & Ghani, 2005). Also, legal, 

political, institutional, and economic factors influenced accounting and reporting 

practices in Ghana (Assenso-Okofo, Ali, & Ahmed, 2011). Similarly, government 

regulations influenced the development of internal auditing in Saudi Arabia, Italy and 
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Ethiopia (Al-Twaijry et al., 2003; Arena et al., 2006; Mihret et al., 2012; Mihret & 

Yismaw, 2007).  

  

More recently, Chambers (2014) examined regulatory expectations of internal audit 

that were beyond the prescription IIA standards for professional practice. He noted 

recent regulatory reforms in the US and UK have shifted the responsibility for setting 

auditing and financial reporting standards by professionals to a board appointed by 

government. A similar shift has taken place in the Nigerian environment with the setting 

up of the Financial Reporting Council of Nigeria (FRCN) who oversees matters relating 

to financial reporting in the private sector. The Nigerian public sector is influenced by 

the following legal and regulatory framework: the 1999 Nigerian Constitution, Finance 

(Control & Management), Act 1958; Fiscal Responsibility Act (FRA) 2007; Public 

Procurement Act (PPA) 2007; Statistics Act, 2007; Financial Regulations 2009; Federal 

Treasury Accounting Manual; Federal Treasury Circulars 2010; Procurement 

Procedures Manual; Public Service Manual 2008, and the Civil Service Handbook. 

Regulations in the public sector are meant to protect public interest and ensure 

management of public resources for the general good of the citizenry (James, 2000). In 

other words, effective regulations should drive an organization towards achievement of 

set objectives and goals. 

 

Although regulation of public sector organizations has been acknowledged to yield 

improve performance, limited research has been done to explore this relationship. 

Andrews et al. (2008) examined the relationship between external regulation and 

service performance in 51 departments of local authorities in Wales. They measured 

regulation from two perspectives: extent and level of support of external regulation. 
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The extent of regulation was measured using a dummy variable where zero (0) 

represented departments who have not been subject to inspection and one (1) for those 

who have been subject to full inspection. Regulatory support was measured by 

respondents' level of agreement with the support their department receives from 

regulatory bodies. Service performance was measured using 29 out of 100 performance 

indicators set by the National Assembly for Wales. Their study found no statistical 

significance between inspection and service performance. However, supportive 

regulation was significant and positively related to service performance suggesting that 

regulation can enhance performance of local authorities. 

 

However, in the Nigerian context limited evidence exist on the relationship between 

legal and regulatory  factors on local government performance and the few studies that 

have been done are merely descriptive with limited statistical evidence (Emmanuel, 

Ajanya, & Audu, 2013; Onatuyeh & Aniefor, 2013). Also, not much is known on how 

these factors shape the practice of internal audit and internal controls in the public sector 

in Nigeria. It has been argued that the need for legitimacy before stakeholders forces 

public sector organizations to appear to conform to lay down regulations and controls 

even when in practice such laws are scarcely applied and implementation may differ 

from those prescribed by higher authorities (Lodhia & Burritt, 2004; Rahaman, 2009). 

Therefore, the institutional environment could affect the perceived deterrence effect of 

mechanisms that have been put in place to ensure effective and efficient management 

and use of resources. In view of the above, the question is, does compliance with legal 

and regulatory provisions on management and use of local government financial 

resources affect local government performance? Do these regulations exist for just 

cosmetic purposes of satisfying stakeholders' perception even when practical 
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implementation is superficial? This study strives to proffer answers to these questions. 

According to Wilbanks (2005), regulation or more of it does not translate into better 

performance but oversight to ensure compliance and monitoring of the organization's 

ethical tone set by management actions is more important for enhanced performance of 

organizations. Hence, researchers' opinion on the effectiveness of regulation in 

improving organizational performance in the public sector is still ongoing and largely 

inconsistent and there is need to examine the issue as it affects local governments in 

Nigeria. 

3.9.6 Top Management Commitment to Performance 

Top management commitment is essential for an organization to achieve its set goals 

and objective. For example, top management sets the tone and direction for all other 

units of the organization to follow. Alhaqbani, Reed, Savage, and Ries (2016) found 

top management commitment to be crucial to improvement in public organizational 

processes and programs. Basically, when top management is committed to a course, 

such commitment is perceived through the organization and employees would align and 

ensure achievement of organizational goals. Therefore, without top management 

commitment, the drive for change and success is elusive (Ahire & O’Shaughnessy, 

1998). 

 

Generally, there is no consensus definition for commitment (Lämsä & Savolainen, 

2000). Meyer and Allen (1977) as cited by Lämsä and Savolainen (2000) defined 

commitment as state of mind that characterizes an individual's relationship with an 

organization which encapsulates decision to remain and identify strongly with the 

organization. Similarly, Meyer and Herscovitch (2001) define commitment as  "a force 
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that binds an individual to a course of action of relevance to one or more targets" (p. 

301). Commitment also refers to strong convictions and attitudes displayed by a person 

towards a goal (He, Suzanne, & Richard, 2012). Furthermore, commitment is a 

continuous pursuit of goals and commitment can be affective, continuance, and 

normative (Lämsä & Savolainen, 2000).  

 

Affective commitment is characterized by an individual's tenacious attachment to an 

organization such that he or she completely identifies with the objectives, goals, vision 

and mission of the organization (He et al., 2012). Affective commitment has been 

adjudged the most important for organizational success (He et al., 2012; Iverson & 

Buttigieg, 1999; Luchak & Gellatly, 2007). Continuance commitment is hinged on the 

need to stay committed. Such individuals only stay committed when the cost of doing 

so is favourable. In Normative commitment, an individual decides to stay committed 

because it is morally right to stay that way. In essence, commitment generally has the 

following features: strong attachment to organizational goals, willingness to go an extra 

mile for the organization's well-being, and continually identify with the organization 

(Mowday, Steers, & Porter, 1979). Meyer and Herscovitch (2001) suggest that 

commitment is in different forms and affects organizational outcomes as well as 

employee outcomes. Commitment therefore is important for attainment of 

organizational goals, objectives and satisfaction of organization's members. 

  

Top management commitment has been found to influence various outcomes in an 

organization including the public sector. For example, top management commitment is 

linked to achievement of strategic changes in organizations, service quality 

improvement, developing new services and products and innovation in the organization 
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(Bourgeois & Eisenhardt, 1988; Hoffman & Hegarty, 1993). Also, top management 

commitment was found to be positively related to service recovery performance 

(Babakus, Yavas, Karatepe, & Avci, 2003). In a study of the relevance of site features 

to organizational performance, top management commitment was found to result in 

more elaborate web features that appealed to customers (Zhuang & Lederer, 2004). Top 

management commitment and training of employees were found to be preconditions to 

successful implementation of activity based costing system in 149 SMEs in South 

Africa (Dubihlela & Rundora, 2014).  

 

Furthermore, top management commitment is linked to effective leadership as it 

enables an organization respond and adapt to changing conditions within their 

environment (Turner, 2008). These suggest the personal involvement of top 

management in shaping organization focus in order to achieve goals. In Goffin and 

Szwejczewski (1996) multiple case study of total quality management in six UK 

factories, management commitment was found to be critical to the success of the 

factories. Particularly, the study identified clear goals, management competence, 

empowerment of employees through training, time, and devoted effort as aspects of 

management commitment. The public sector is plagued with unique conditions 

reflected in dynamic policy shifts, ambiguous and multiple goals, inadequate resources, 

and lack of needed human resource (Turner, 2008) and top management commitment 

is needed to effectively prioritize for better service delivery to stakeholders. 

Furthermore, a survey of 992 engineering students of higher institutions in South India 

on top management commitment and attainment of an excellent engineering education 

revealed positive relations (Sakthivel, 2007). The study measured top management 

commitment based on the total quality management factors. Hence, the more committed 
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top management is to a course, the more resources would be deployed to ensure its 

success (Zhuang & Lederer, 2004).  

 

Also, Slack, Orife, and Anderson (2010) found management commitment to corporate 

vision to be related to employee satisfaction. In other words employees felt more 

satisfied through their perception of management devotion to see through execution of 

plans and achieve set targets. Spencer, Adams, and Yapa (2013) suggest that top 

management fosters the adoption of a comprehensive reporting framework for internal 

environmental information. Using CFOs and chief management accountants in 

Australian listed companies, the study reported significant relations between top 

management commitment and environmental performance.  Also, Cheung and To 

(2010) suggest that management commitment alone does not translate to favourable 

performance except all employees are carried along the set goals. Hence, top 

management commitment should also involve ensuring employees are encourage to 

identify with and support organizational objectives. Considering the multiple goals and 

focus of governments, pockets of commitment have been linked to various outcomes.  

 

Also, failure of some government programmes and reforms have been associated with 

a lack of commitment on the part of elected representatives to pursue programme and 

reforms success. For example, McCourt (2003) case study of civil service reforms in 

Swaziland identified the lack of political will as root cause of wide spread reform 

failures. One informant in McCourt's study identified commitment to be all 

encompassing and involving personal, political, and human will. In other words, 

commitment does not end in pronouncements or mere support: it is an emotional 

attachment to see desired results. Similarly, Campos and Esfahani (2000) identified 
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commitment as the differentiating factor between successful and unsuccessful reform 

programs. McCourt (2003) suggested that initiating a policy that makes it difficult to 

reverse a reform by a few persons could drive commitment towards success. This 

suggest that commitment could be mandated by literally "burning the bridge" to ensure 

forward actions to achieve the set task.  

 

In terms of Local governments in Nigeria, commitment of bureaucrats and elected 

officials are needed to drive outcomes in local government and also mitigate other 

governance failures. Furthermore, Gonçalves (2014) found the participation of both 

service beneficiaries and elected leaders in the budgeting process lead to an efficient 

distribution of resources and expenses to areas of need. Also, he found this to have a 

lowering effect on infant mortality. Securing the participation of service users requires 

commitment on the part of elected officials and implementing the budget as well. 

Therefore, top management commitment is a necessary condition as it affects all facets 

of an organization and largely defines the response of employees in embracing 

organizational goals. Studies on top management commitment in the performance of 

local government in Nigeria are limited and some of the literatures surveyed are from 

other parts of the world which may not be generalized beyond their context of study. 

Therefore, this study examines the commitment of top management towards 

performance of local governments in Nigeria.  

3.9.7 Political Interference 

Political interference in organizations has been documented to have an influence on 

organizational performance.  Some scholars argue for the need for political influence 

on decision making processes of organizations on the grounds that it can result in 
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attainment of superior goals for a nation. For example, political interference could 

generate employment, economic development and trigger other policies to protect 

public interest (Shleifer & Vishny, 1994; Shleifer, 1998). However, others have argued 

that political interference could be exploited for personal gain of the politician at the 

detriment of stakeholders and the well-being of the organization (Chang & Wong, 

2002). 

 

Documented empirical studies on the effect of political interference on organizational 

performance mostly involve comparison between government owned enterprises and 

private sector companies (Bozec, Breton, & Cote, 2002; Shirley & Walsh, 2000). 

Shleifer and Vishny (1994) found that government enterprises are more prone to 

political interference and this account for their poor performance compared to privately 

owned ventures. Similarly, local governments are subject to political interference by 

higher tier of government and other political figures. In Nigeria for example, for a long 

time there has been a debate on higher government overbearing interference in local 

government on issues regarding funding and even the electoral process (Asaju, 2010; 

Jumare, 2014). Local governments in Nigeria are perceived as an appendage of the state 

governments who also influence the administrative processes of local government. 

Although public opinion is divided as some think it helps curb the excesses of local 

government administrators, others argue that it is calculated at concealing dealings 

between state and local government administration (Oviasuyi et al., 2010).  

 

Political interference could be detrimental to the fiscal health of local government and 

on service delivery. Asaju (2010) notes that state governments in Nigeria have often 

forced local governments to embark on projects that have no bearings on the needs of 



129 

 

communities. Given the limited resources of local governments among competing 

needs of communities, embarking on projects that do not address needs in communities 

not only deprive communities of dividends but puts local finances on strain and 

performance is invariably severely hindered. Schwartz (2003) observes two approaches 

to accountability in the public sector: naive and skeptical approaches. The naive 

approach assumes that political administrators would design mechanisms that expose 

breach in public trust while ensuring the guilty is made accountable. The skeptical 

approach however, holds that policy makers pursue self-interest rather than good 

governance for citizens' welfare. In line with the skeptical approach, policy makers 

exploit avenues to maintain control over mechanisms that seek to expose their self-

interest (Schwartz, 2003). From the above, it can be inferred that political interference 

refers to influences from higher government authorities and individuals with vested 

interests on an organization it seeks to control. 

 

Thus, in order to maintain legitimacy, elected officials and administrators promote a 

favourable look while subtly subverting mechanisms that expose deficiencies in their 

organizations. For example, Schwartz (2003) notes that internal audit in the public 

sector is highly controlled and influenced by management and political administrators 

through containment of resources and scope of the function. This view is supported by 

Ege (2015) who suggests that when management controls internal audit through 

restricting internal audit resources and other actions that improve internal audit quality, 

unethical practices can go unabated. Therefore political interference can limit the 

performance of local governments. De Visser (2010) study of the quality of local 

administration in South Africa notes that excessive political interference on 

municipalities limits their capabilities to improve on services to communities. In 
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essence, political interference could limit local administrative initiative and focus and 

thus subvert attainment of goals and objectives.  

 

Specific empirical studies on the relationship between political interference and local 

government performance are limited and there are inconsistent measures of the 

construct. For example, Shen and Lin (2012) operationalized political interference as a 

situation in which a government bank official was replaced within 12 months after the 

country's elections. Also, in a study of political interference in project implementation 

in Nigeria, respondents were asked to rate the influence of legislators on the success of 

projects (Rogger, 2013). The study found engagement of politicians decreased the rate 

of completing projects and the delivered quality of projects by 47 and 67 percent 

respectively. The study measured political interference using a categorical scale where 

significant influence was scored one (1) and no influence was scored zero (0). The 

implication is in line with Schwartz (2003) skeptical approach where politicians and 

higher government officials pursue personal interest to the detriment of services that 

otherwise could be available for the good of citizens. Also, by reducing project 

completion rates and quality, valuable resources are lost and this leaves the organization 

worse off since targets and objectives of delivering value to citizens are not met.  

  

Furthermore, the Union of Concerned Scientists (UCS) (2008), studied policy maker's 

influences on scientific findings of the US Environment Protection Agency (EPA), 

found 60 percent of respondents reported experiencing political interference (UCS, 

2008). The study also reports that sources of political interference come from both 

within and outside the organization. This suggests the role of politically connected 

members of the organization as conduits for external political influence. Political 
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interference was assessed using 14 items on a scale ranging from frequently, 

occasionally, seldom, never, not applicable and analysis were carried out using simple 

percentages (UCS, 2008). Other indicators of political interference include arbitrary 

transfers, suspension, career advancement promises or reprisals if an alternate position 

is upheld by the victim1.  On the whole, political interference may not usually translate 

to more performance; however, this depends on what it is meant to influence. 

3.9.8 Strategic Mission  

An organization mission statement describes what differentiates an organization from 

other similar organizations in terms of its scope of activities, its business philosophy 

and purpose, and how it wants to be perceived (Toftoy & Chatterjee, 2004). 

Documenting a mission statement is seen as an important step towards formulating 

strategic plans for the organization (Alavi & Karami, 2009). Furthermore, David and 

David (2003) define mission statement as "enduring statements of purpose that 

distinguish one organization from other similar enterprises" (p.11). Mission statements 

are general statements of where the organization is headed, whom it wants to serve and 

how it is going to achieve it (David, 1989).  The statement should contain information 

on the target group to be served, product and services offered, location of the target 

group, technology, survival concerns, philosophy, public image, value of employees, 

and competence (David, 1989). However, David and David (2003) assert that an overly 

detailed mission statement can generate an indifferent attitude on the part of managers 

and repress managerial creativity. They therefore advocate wide participation of 

                                                      
1 This is personal communication with the chief internal auditor of one of the local governments in the 
South-South geopolitical zone. 
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managers and other employees in order to formulate a more acceptable mission 

statement.  

 

Green and Medlin (2003) also define mission statement as a statement which contains 

the future goals and plans of an organization. It is futuristic as it pictures the desired 

future outlook of the organization. In a survey of literature on mission statement 

definition, Khalifa (2011) reports inconsistency in the definition and content of mission 

statement and therefore called for a "clearer and focused" definition of the term. Hence, 

mission statement refers to an organizations' statement of purposes and plans, and the 

desired outcomes for survival. 

 

Mission statement has been acknowledged to serve an important role in an organization. 

It has been argued that mission statement helps motivate employees toward the 

attainment of organizational objectives (Klemm, Sanderson, & Luffman, 1991). In 

order words, mission statement creates a sense of purpose and fosters goal congruence 

between the expectations of the organization and those of employees such that a 

uniform purpose is pursued. Also, Mission statement fosters an improved process of 

allocating resources to articulated purposes for superior performance, limits competing 

views, sharpens organizational focus, unity of purpose, and generates positive attitudes 

towards the organization (Bart & Baetz, 1998). This suggests that the presence of a 

mission statement creates room for more effective and efficient allocation and use of 

resources.  

 

Also, David and David (2003) suggest that a well-constructed mission statement has 

potentials of generating up to 30 percent more return on certain financial performance 
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measures than for others who do not. In view of the numerous benefits of a mission 

statement to an organization, David and David (2003) assert that only few organizations 

pay attention to the content of their mission statement as some are either vague or too 

narrow. In their study of content of mission statements of 95 companies across three 

industries, findings reveal that all the mission statements examined were deficient in 

six of the nine recommended components. The authors expressed worries over 

stakeholders' inabilities of getting insights into a firm by merely reading its mission 

statement. This shows the vagueness of mission statements and how difficult it is to 

decipher the main purpose of an organization and how it plans to achieve objectives. 

Similar findings were reported by Sattari, Pitt, and Caruana, (2011) in their study of the 

content of mission statements of 100 companies in the fortune 500 rankings.  However, 

Sufi and Lyons (2003) aver that a good mission statement gives stakeholders a sense of 

confidence that their interest is being upheld by the organization and so makes mission 

statement a strategic communication tool for business survival and progress. Therefore, 

mission statement can be a strategic tool in the hands of executives for the unification 

of the organization towards improved performance (Mullane, 2002). 

 

Mission statement has also been linked to improvement in organizational performance. 

Alavi and Karami (2009) conducted a study on small and medium sized enterprises in 

UK parks to ascertain the association between mission statement and performance. The 

study surveyed 150 respondents made up of business owners, employees at the 

managerial level and non-management level employees. Using a self-reported 

instrument, significant relations were found between mission statement and 

performance. Also, involvement of non-managerial employees' in mission statement 

was significant for performance improvement. 
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Sufi and Lyons (2003) studied 30 hospitality enterprises with 200 brands in the UK 

with the aim of assessing the relationship between quality of mission statement and 

financial performance. Quality of mission statement was measured by assigning a score 

to each component of mission statement: a higher score signifies a higher quality and a 

lower score signifies otherwise. Financial performance was measured using the ratios 

return on equity, net profit margin and annual turnover. The study reported no 

significant correlations between quality of mission statement and return on equity. Also, 

significant relations were found between quality of mission statement and annual 

turnover. Furthermore, content analysis of mission statements show that companies 

only focused on customers and communication. Hence, the insignificant relations 

between quality of mission and return on equity and the focus on customers and 

communication shows that companies do not exist only to maximize gains. Also, Green 

and Medlin (2003) reported weak relationship between mission statement and 

organizational performance. Mission statements also have positive effect on human 

intellectual capital in a Canadian study of 559 organizations (Bart, 2001). 

 

 Furthermore, Darbi (2012) study of the content of mission statements of clubs and 

firms in Ghana revealed that high performing firms were those whose mission 

statements were rated as "quality mission statement". High performing firms were 

based on an annual ranking of Ghanaian firms on the corporate excellence by Ghana 

Investment Promotion Council. Furthermore, Desmidt, Prinzie, and Decramer (2011) 

carried out 20 years Meta-analysis of articles published on the relationship between 

mission and organizational performance. Their study reports a "small and positive 

effect of the relationship between mission statement and performance and that findings 
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were largely inconsistent how mission statement was operationalized. From the above 

empirical studies, the relationship between mission statement and performance is 

inconsistent and requires further studies especially outside the private sector. So far 

studies in the public sector are very limited but mission statement are equally important 

for the public sector especially local governments who are the closest tier of 

government to communities. Hence, this variable is included in this study to ascertain 

its impact on local government performance. 

3.10 Summary 

The literature review shows that the performance of local government is critical to the 

wellbeing of communities. Performance of the local government was examined in both 

financial and non-financial terms. Previous studies show that many factors impact the 

performance of public sector organizations especially because their goals and 

objectives are multifaceted and competing with many stakeholders who make demands 

on the organization. Only limited studies have explored the performance of local 

government and results are inconclusive. Hence, some studies recommended more 

research into local government performance. This study is in response to such calls by 

proposing factors that impact local government performance in Nigeria. Furthermore, 

factors influencing local government performance were discussed. A detailed review 

of literature on internal audit quality, effective internal controls, and other institutional 

context factors was undertaken to examine relationships with performance and how 

constructs were operationalized. 
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CHAPTER FOUR 
CONCEPTUAL FRAMEWORK AND HYPOTHESES DEVELOPMENT 

4.1 Introduction 

The underlying conceptual framework of this study centres on the institutional factors 

influencing local government performance in Nigeria. The conceptual framework was 

developed based on previous literature. The framework is based on the institutional 

theory and the resource-based theory. The study relies on the institutional theory lens 

in examining institutional factors affecting local government performance. These 

institutional factors include regulation, internal audit and external audit collaboration, 

and political interference. On the other hand, the resource-based theory provides 

insights on the unique resources local government required to achieve improved 

performance. These resources include: effective internal controls, internal audit quality, 

corporate ethical culture, strategic planning, strategic mission, management 

commitment, internal audit relationship with management and auditees.  

4.2 Conceptual Framework 

A conceptual framework represents a collection of constructs put forward for research 

purposes in order to determine the relations amongst variables of interest (Sekaran & 

Bougie, 2013). The conceptual framework has been developed based on a review of 

literature on local government performance. The framework represented in Figure 4.1 

provides clarification on the factors influencing local government performance. The 

institutional theory and resource-based theory serve as the base for the research 

framework.  
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Figure 4.1 
Internal Audit Quality, Effective Internal Controls, Institutional Context Factors And  
Local Government Performance Framework 
 

The institutional theory holds that actors within an institutional context exert pressure 

on organizations which in the long run produces similar practices (DiMaggio & Powell, 

1983; Meyer & Rowan, 1977). Also, the theory relies on the role of social processes, 

expectations and norms in explaining the behaviour of organizations. It emphasizes the 

role of external factors like government, accepted values and norms in society that have 

been internalized by the organization and the impact of professional bodies (Collier & 
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Woods, 2011). Thus, institutional theory is based on institutionalization and 

isomorphism. Institutionalization is a product of past activities which have been 

incorporated into an organization's processes and has been accepted as normal (Hu et 

al., 2007). Thus, the context in which an organization finds itself influences its 

behaviour and outcomes which results from the adoption of similar practices. The 

institutional context is made up of actors who exert pressure on organizations which 

further produces similarities in the long run (DiMaggio & Powell, 1983). Therefore, 

institutionalization refers to the process whereby formal structures established by an 

organization become widely accepted as best practice and helps the organization gain 

legitimacy. Zucker (1987) argued that adoption of similar structures or practices results 

in isomorphism, thus, creating three forms of pressures: coercive, mimetic and 

normative. 

 

Coercive pressures are external influences on the organization, mainly resulting from 

government, regulatory bodies and other agencies which favour the adoption of certain 

structures. Organizations are coerced into adopting rules (formal and informal), norms, 

and regulation (DiMaggio & Powell, 1983). For example, political pressures and legal 

requirements are associated with coercive forces. It mainly highlights pressures from 

organizations on which they depend. Also, mimetic pressures results from imitating 

successful activities from other organizations especially when there is a high level of 

uncertainty within an organization. In other words organizations are pressured to 

imitate other organizations who are perceived to be more legitimate and successful 

(DiMaggio & Powell, 1983).  
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Normative pressures highlight the influence of professional bodies and consultants on 

the organization through hiring policies. It portrays various standards of 

professionalism organizations are expected to adhere to and considered legitimate by 

virtue of having professionals as employees. These standards are communicated 

through education and training of professionals and various certification processes of 

professional bodies. Professional bodies and government have been identified as major 

influences on present day institutions (DiMaggio & Powell, 1983). Therefore forces 

within the environment continue to shape and define institutions. Also, DiMaggio and 

Powell (1983) suggest that the various forms of isomorphism can operate at the same 

time and may not always be empirically differentiated. Meyer and Rowan (1977) 

concluded that increase rate of isomorphism results when firms excessively depend on 

the institutional environment, have unclear goals and trailed by uncertainty, and depend 

a lot on the services of professionals. In essence, to be successful, organizations within 

an institutional context must conform to prevailing norms, rules and other factors within 

their environment.  

 

Institutional theory also holds that organizations sometimes engage in "decoupling" as 

a way of minimizing the impact of formal structures and thus appear to be acting along 

prescribed rules when the reverse is the case and at the same time maintaining 

legitimacy before stakeholders (Meyer & Rowan, 1977; Mihret, 2010). In essence, 

actual activities may differ from those prescribed their structures.  

 

The public sector is driven by issues regarding economy, efficiency and effectiveness 

as opposed to profits. The wellbeing of the community as opposed to shareholders, 

therefore local government performance is influenced by isomorphic factors from the 
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institutional context and other internal organizational factors as well. External 

influences from higher government agencies, professional bodies and other normative 

influences on government financial management impact government internal controls 

and internal audit which are fundamental in the monitoring process over controls. 

Institutional theory has been applied in researches in auditing, accounting and other 

control systems of organizations (Al-Twaijry et al., 2003; Arena et al., 2006; Arena & 

Azzone, 2007; Christopher et al., 2009; Mihret et al., 2012; Mihret, 2010). 

 

This study focuses on coercive and normative pressures arising from regulations, 

political interference and the external audit-internal audit relationship. This theory has 

been adopted in addition to the resource-based theory to help give insight on 

institutional context factors and their relationship with performance of local 

governments in Nigeria. Local government operations are influenced by higher 

government authorities, regulatory bodies and other agencies who favour the adoption 

of certain structures or rules and these have influence on local government performance.  

 

The resource-based theory on the other hand, emphasizes the centrality of resources as 

most important factor influencing the performance of an organization (Barney, 1991; 

Peteraf, 1993). The main preposition of the resource-based theory is that organization 

performance differs and these differences are as a result of unique internal competences 

of each organization (Husso & Nybakk, 2010; Prahalad & Hamel, 1990; Wernerfelt, 

1984). In other words, an organization's competitive advantage emanates from its 

unique internal characteristics in the form of assets: tangible and intangible (Grant, 

1991; Newbert, 2007). For an organization to attain better performance, harnessing 

important intangible resources within provides the needed impetus for superior 
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performance. In view of this, resources adopted for this study includes effective internal 

controls, internal audit quality, corporate ethical culture, strategic planning, strategic 

mission, management commitment, internal audit relationship with management and 

auditees.  

 

The adoption of the resource-based theory for the context under study is based on the 

premise that for improved performance of the local government in Nigeria, local 

government should have unique resources and capabilities that distinguish them. The 

workings of internal operations within an organization require a combination of 

immutable and unique tangible and intangible resources for performance improvement. 

It has also be argued that the unique differences among firms derives from 

organizational resources (Barney, 1991). Furthermore, Bryson et al. (2007) advocated 

for more research in the public sector to identify factors that influence performance 

positively. In line with the above, this study relies on the resource-based theory to 

examine performance of local government in Nigeria. It is hoped that when local 

government administrators focus on these resources, performance would be greatly 

enhanced.  

 

The conceptual framework builds on the works of Aikins (2011); Carmeli and Tishler 

(2004); Mihret (2010). Carmeli and Tishler (2004) examined the influence of intangible 

resources on performance of local authorities in Israel. Although they found significant 

relationships, their study largely ignored institutional factors in which these local 

authorities operate. Furthermore, Aikins (2011) studied the impact of internal audit on 

financial performance of local authorities in the US and found significant positive 

relations but their study also ignored institutional context factors affecting performance 
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and the only focus on internal audit. Internal audit alone may not bring about the needed 

improvement in performance as there are other important factors within the 

organization that should be in place to make it function (Baltaci & Yilmaz, 2006). Also, 

Mihret (2010) studied the relationship between internal audit effectiveness and 

performance of some public sector enterprises in Ethiopia. Their study did not establish 

any relationships and largely ignored other resources within the organizations that could 

influence performance. Hence, a triangulation of the institutional theory and the 

resource-based theory provides the base to examine the relationships among the study’s 

variables.  

4.3 Hypothesis Development  

In this section, hypotheses were developed in order to answer the research questions of 

this study. The hypotheses are in three parts: the first part addresses the relationship 

between local government performance and internal audit quality. The second is based 

on the relationship between effective internal controls and local government 

performance. The third part developed hypotheses on institutional context factors and 

local government performance.  

4.3.1 Internal Audit Quality and Local Government Performance 

As previously discussed in the Chapter 2, the quality of internal audit is important in 

risk management, governance and control of organizations. It has been argued that a 

high quality internal audit provides more support to the audit committee and is more 

responsive in risk management (Sarens & De Beelde, 2006; Spira & Page, 2003; Zaman 

& Sarens, 2013). Also, internal audit quality is associated with low earnings 

management (Prawitt et al., 2009). This suggests the ability of a high quality internal 
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audit to check mate opportunistic behaviours aimed at producing misleading financial 

position. This evidence is supported by Ege (2015) and Lin et al. (2011). In addition 

previous studies suggest a positive relation between internal audit quality and 

performance of an organization. For example, Hutchinson and Zain (2009) found 

positive and significant relations between their measure of internal audit quality and 

firm performance (ROA). The quality of internal audit was measured to include prior 

experience in auditing work and possession of accounting qualifications. Their study 

implies that, having a higher proportion of internal auditors with prior audit experience 

and who possess an accounting qualification can improve firm performance. However, 

Davidson et al. (2005) had evidence to the contrary. Their study found no relations 

between having an internal audit and minimizing on discretionary accruals. Thus, 

suggesting that the presence of internal audit may not always curb fraudulent financial 

reporting. 

 

This study argued that the presence of internal audit quality can enhance performance 

of local government in Nigeria.  Previous researches emphasize the value-adding ability 

of internal audit (Daniela & Attila, 2013). Furthermore, to be a value-adding function, 

the quality of the function is equally important (Ege, 2015). For example, internal audit 

quality has been linked to reduction in management excesses, performance 

improvements, timely reporting and enhanced organizational processes (Baltaci & 

Yilmaz, 2006; Hajiha & Rafiee, 2011; Hutchinson & Zain, 2009; Leung et al., 2011). 

Thus, internal audit quality is a vital factor for performance of an organization. 

 

Internal audit quality consist of competence, objectivity and independence, and internal 

audit work performance (Al-Twaijry et al., 2003; Ege, 2015; Haron et al., 2004; 
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Hutchinson & Zain, 2009; Lin et al., 2011; Prawitt et al., 2009; Schneider, 1985). Most 

of these researchers defined internal audit quality based on external auditing standards 

on external audit reliance on internal audit work in the private sector. This study uses 

similar measurements as previous studies, although the scope of this study is in the 

public sector. Similar measurements are used because what constitutes internal audit 

quality in the private and public sector does not differ in content. Also, these measures 

are often used in studies examining external audit reliance on internal audit. 

Furthermore, these measures are in line with IIA's capability model for the public 

sector. Hence, for the purpose of this study, internal audit quality is measured in terms 

of competence, objectivity and independence, and internal audit work performance.  

 

In addition, internal audit training and development and management support for 

internal audit work is also an indication of quality. This represents specific training in 

line with the organization as compared to professional training. Also, development 

involves specific measures available for internal audit career advancement and whether 

the function is used as a management training ground. Even though Davidson et al. 

(2005) found evidence to the contrary, other studies emphasize a positive relation with 

performance (Hermanson & Rittenberg, 2003; Hutchinson & Zain, 2009). Therefore, 

this study proposes that internal audit quality can influence the performance of local 

governments. In view of the above discussion, the following hypothesis is put forward: 

 

H1: There is a significant relationship between internal audit quality and local 

government performance in Nigeria. 
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4.3.1.1 Competence and local Government Performance 

A competent internal audit is able to conduct efficient audits, proffer helpful 

recommendations based on past experience, and deal with difficult situations that may 

arise (Brody, Golen, & Reckers, 1998; Zain et al., 2006). Also, competence increases 

the function's recognition within the organization and paves the way for more value-

adding activities. Prior research showed that some managers felt internal audit staff did 

not possess sufficient knowledge to proffer useful solutions to problems within the 

organization; hence the need for outsourcing (Van Peursem, 2005; Van Peursem, 2004). 

By outsourcing the internal audit function, it means management does not consider the 

in-house internal audit as important in contributing to organizational success. In other 

words, internal audit staff thorough knowledge of the organization may keep the 

function from being outsourced (Van Peursem & Jiang, 2008). Thus, competence of the 

internal audit is an important component which enables its value adding role to an 

organization.  

 

Some studies have linked internal audit competence to effectiveness of the function in 

an organization (Arena & Azzone, 2009; Cohen & Sayag, 2010; Mihret & Yismaw, 

2007). Although competence is linked to effectiveness, findings are mixed. For 

example, no significant relations were found between number of internal audit staff and 

internal audit effectiveness (Arena & Azzone, 2009). On the other hand, size of the 

internal audit unit, professional proficiency, and prior experience were positively and 

significantly related to internal audit effectiveness and organizational performance 

(Cohen & Sayag, 2010; Hutchinson & Zain, 2009). From the above discussion, it can 

be deduced that internal audit competence can influence local government performance. 

Thus, the following hypothesis is put forward: 
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H1a: There is a significant relationship between internal audit competence and local 

government performance in Nigeria.  

4.3.1.2 Quality of Work and Local Government Performance 

The quality of work performed during audits affects the perception of internal audit 

effectiveness by management and auditees (Cohen & Sayag, 2010; Mihret & Yismaw, 

2007). Such perception of effectiveness can affect management's desire to implement 

the recommendations of internal audit for improvement of organizational processes. 

Prior research on factors the external auditor looks for when relying on the work of 

internal auditors showed that internal audit work performed was among the top factors. 

For example, Schneider (1984) ranked work performed as the most important,  Tiessen 

and Colson (1990) reported worked performed accounted for the most variance in the 

external auditor decision to rely on internal audit, and a study by Haron et al. (2004) 

reported that worked performed was ranked second in factors the external auditors 

considers in their decision to rely on the work of the internal auditor. Furthermore, by 

displaying skill in the quality of work during audits, the internal audit function enhances 

organizational processes which affect performance. A few studies linked the quality of 

work performed to effectiveness in the public sector (Ahmad, 2013; Cohen & Sayag, 

2010) and none has linked it directly to performance. However, from the discussion 

above, it can be deduced that quality of work performed by internal audit influences 

performance of an organization. In view of this, the following hypothesis is put forward: 

H1b: There is a significant relationship between internal audit quality of work and local 

government performance in Nigeria. 
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4.3.1.3 Organizational Independence and Local Government Performance 

Internal auditor's independence and objectivity are crucial elements in portraying the 

function as effective and allows the execution of their roles in a manner that enables the 

organization achieve its objectives (Christopher et al., 2009). Stewart and Subramaniam 

(2010) summarized independence as "state of affairs" and objectivity as "state of mind" 

which enables the internal auditor act in an unbiased attitude in the discharge of duties 

(p. 330). Features of independence include organizational status of internal audit unit, 

reporting level of the head of the unit, responsibility for firing the head of the unit, 

access to information, not using internal audit as training ground and funding of the 

internal audit unit (Al-Twaijry et al., 2003; Cohen & Sayag, 2010; Haron et al., 2004; 

Mihret & Yismaw, 2007; Schneider, 1985). Cohen and Sayag (2010) examined the 

effect of internal audit organisational independence on internal audit effectiveness by 

surveying 108 managers and internal auditors drawn from both public and private sector 

organizations in Israel. Their study reported significant correlations between internal 

audit organizational independence and two proxies of internal audit effectiveness; 

auditee evaluation and internal audit quality. However, no correlations were found 

between organizational independence of internal audit and added contribution of 

internal audit (another proxy of internal audit effectiveness). Another study found 

independence and objectivity to be positively and significantly related to internal audit 

effectiveness (Baharud-din et al., 2014).  

 

Organizational independence enables the internal audit unit to perform its functions 

unhindered. This allows it to exhibit an unbiased attitude in audits and 

recommendations arising from such audits, when implemented, gives room for 

improved processes within the organization. Internal audit organizational independence 
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was also found to be more important to internal audit effectiveness as it protects the 

function from pressure and intimidation within the organization (Chambers, Selim, & 

Vinten, 1988; Courtemanche, 1986). Thus, independence is a necessity for internal 

audit to contribute to organizational performance. So far no prior study has linked 

organizational independence with performance in the public sector rather the construct 

is mostly examined as a composite measure of internal audit quality. However, from 

the discussions, internal audit independence can influence performance in an 

organization as this allows the function add value to the organization without any 

impediment. In view of the above discussion, the following hypothesis is put forward: 

H1c: There is a significant relationship between internal audit organizational 

independence and local government performance in Nigeria. 

4.3.1.4 Training and Development and Local Government Performance 

Internal auditors regularly need to acquire and develop new skills to enable them meet 

up with challenges and so the support of management in terms of regular training 

updates to keep abreast with new developments is undeniable (Pickett, 2000). Effective 

organizations regularly invest on the training of employees while others see such an 

effort as costly with no value added (Kraiger, 2003; Ubeda-Garcia et al., 2010). 

However, the importance of training employees is echoed by researchers and 

practitioners and has been acknowledged to helping employees perform better in their 

jobs, increase commitment and motivation (Dubihlela & Rundora, 2014; Schumaker, 

2004; Smith, 2013). This implies that training and developing internal audit for 

maximum contribution to organizational performance requires the commitment of 

management. As acknowledged by Ege (2015) "managers intending to commit 

misconduct have more opportunity to do so if they also control IAF quality" (p. 7). This 
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component of internal audit quality can be controlled through restricting internal audit 

exposure to important trainings that can impact their skills and abilities. Therefore, 

management restriction of the training of internal auditors limits their ability to render 

useful contributions to performance of the organization as internal audit may miss out 

on recent developments that may be useful for their roles. 

 

Few studies have linked employee training and development to organizational 

performance. For example, employee training was found to have a positive and 

significant relationship on implementation of activity based costing and subsequent 

performance of small and medium enterprises in South Africa (Dubihlela & Rundora, 

2014). Also, employee promotion system was highly correlated with organizational 

performance in a study of innovative enterprises in Taiwan (Lai, 2012). Furthermore, 

training practices were found to be highly correlated to performance (Huang, 2001). A 

well trained workforce is also considered an organizational resource capable of 

maintaining a firm's competitive advantage in a highly uncertain environment (Huang, 

2001). Although these studies were conducted in the private sector, their implications 

can be extrapolated to the public sector and internal audit in particular. Hence, in line 

with the above discussion, the following hypothesis is put forward: 

H1d: There is a significant relationship between internal audit training and development 

and local government performance in Nigeria. 

4.3.1.5 Management Support towards Internal Audit and Local Government 

 Performance 

Previous studies suggest that management support for internal audit is an important 

aspect of an effective internal audit (Al-Twaijry et al., 2003; Cohen & Sayag, 2010). 

For example, Al-Twaijry et al. (2003) conducted a study to examine internal audit 
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practice and compliance with SSPIA standards using a sample 78 internal audit 

directors in joint stock and non-joint stock companies in Saudi Arabia. They found 

internal audit practice and role in Saudi Arabia to be at its traditional functions, focusing 

on compliance with less emphasis on performance audit. Also, the study reported a low 

support for internal audit from management and auditees. Their study suggests that 

internal audit’s ability to contribute to these organizations depended on management 

support. The study emphasized cooperation of management and auditees with the 

internal audit function to enable it help the organization to achieve its goals. This shows 

that even where other quality factors of internal audit exist, without the support of 

management, their impact on the organization would be far from optimal. Also, in a 

qualitative study of chief internal auditors of six Italian companies, internal audit and 

management collaboration was found to be a significant factor for the development of 

internal audit and its ability to improve business processes (Arena et al., 2006). The 

study also found that a culture which breeds "hostility and suspicion" against internal 

audit unit limits the function's role and invariably its ability to contribute to 

organization's performance. This implies that management has a role to play in ensuring 

that the right "signals" concerning the internal audit function is sent round the 

organization. Thus, other members of the organization would take internal audit 

seriously when they observe the example set by management.  

 

Most of the above studies were done in the private sector and only a few studies have 

been conducted in the public sector of developing countries. For example, Onumah and 

Krah (2012) examined internal audit’s role and impediments to effective performance 

of the role in Ghanaian public sector, using a purposeful sample of 120 internal auditors 

from 40 ministries, departments and agencies (MDAs). Their study found amongst 
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others, a general lack of management support for internal audit. Also, a study on why 

internal audit in the Nigerian public sector is perceived as ineffective in checking fraud 

identified lack of support from public sector managers, culture of corruption and poor 

enforcements of accountability, poor remuneration, perquisites and hazardous nature of 

audit work (Unegbu & Kida, 2011). Similar findings were reported by Ali et al. (2012) 

in a study of Malaysian statutory bodies and government linked organizations. Thus, 

an unfriendly environment impedes internal audit ability to contribute to performance 

of an organization. To the best of the author's knowledge, no previous studies have 

examined the relationship between management support for internal audit and 

performance of an organization. The closest was a study on internal audit effectiveness 

and firm performance; however, the relationship was not significant (Mihret, 2010). In 

view of the above discussion, it is hypothesized that: 

H1e: There is a significant relationship between management support towards internal 

audit work and local government performance in Nigeria. 

4.3.2 Effective Internal Controls and Local Government Performance 

This part explains the relationship between effective internal controls and performance. 

Previous studies show the influence of effective internal controls on organizational 

processes and attainment of organizational goals (Babatunde, 2013; Baltaci & Yilmaz, 

2006). Internal controls forms part of financial management of local government and 

enable the management of resources in the most efficient and effective means towards 

the attainment of organizational goals (Asare, Davidson, & Gramling, 2008). It 

facilitates organizational processes and pervades all aspect of an organization. Effective 

internal controls provide assurance to both management and other stakeholders on 

efficient operations and financial reporting reliability (Ashbaugh-Skaife et al., 2007; 
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Hermanson et al., 2012; Lin et al., 2011).  Spatacean (2012) studied the relationship 

between effective internal controls over financial reporting and fraud risk in finance 

companies in Romania. The study's findings revealed that the stronger and effective 

internal controls are, the less likelihood of fraudulent financial reporting (Verovska, 

2012).  Furthermore, in view of changing regulatory environment, new regulatory 

provisions regarding internal controls can improve fiscal practices (Elson & Dinkins, 

2009). In essence, an effective internal control enables the detection of fraud and it is 

associated with good corporate governance (Coram et al., 2008).  

 

In terms of firm performance, effective internal controls have been linked to success of 

an organization. For example, Haron, et al. (2010) found firms who performed better in 

terms of ROA and ROE voluntarily disclosed their internal control reports. Voluntary 

disclosure of internal control report has been associated with effective and quality 

internal controls (Ashbaugh-Skaife et al., 2007; Ge & Mcvay, 2005). Therefore, 

effective internal controls are associated with better performance of an organization and 

attainment of organizational objectives. Furthermore, (Aikins, 2011) also found 

effective internal controls to be significantly related to improve financial performance 

of 178 local governments in the US. Also, Feng, Li, and McVay (2009) provide 

evidence on the effect of effective internal controls on management guidance. Their 

study found inaccurate management guidance for firms with ineffective controls 

compared to firms whose internal controls were effective. They further suggest that 

ineffective internal control system negatively impacted management ability to 

accurately make decisions on earnings forecast. In essence, effective internal controls 

pervade all aspects of an organization towards attainment of goals.   
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However, in an experimental study of the effectiveness of internal controls in 

preventing fraud and using a sample of 58 MBA students, Hoos and Bollmann (2012) 

found evidence that fraud could still occur even when internal controls are 

implemented. Thus, fraud and other unethical practices undermine the performance 

goals of an organization and leaves little resources for productive ventures. This could 

occur where there is low commitment on the part of management. This implies that 

other factors must be in place for internal controls to work. However, effective internal 

controls have been acknowledged as an antidote to acts that undermine the performance 

goals of an organization (Asare, 2009). Previous studies on internal controls in the 

Nigerian context were merely descriptive of internal controls in the public sector but 

none has examined internal control effectiveness and performance in the local 

government. Furthermore, studies specifically examining internal controls and 

performance in the public sector are limited and largely descriptive (Adeyemi, 2012; 

Babatunde, 2013). In line with previous studies and the discussion made, this study puts 

forward the following hypothesis: 

H2: There is a significant relationship between effective internal controls and local 

government performance in Nigeria. 

4.3.3 Internal Audit Relationship with Management and Auditees and Local 

Government Performance 

Internal audit has been recognized as a mechanism of corporate governance and the 

work of internal auditors have also been acknowledged as enabling organizations 

achieve their goals (Arena & Jeppesen, 2009; Baltaci & Yilmaz, 2006; Chevers et al., 

2013). In other to contribute to performance of an organization, there is need for internal 

audit to effectively communicate and secure the support of auditees and top 

management (Al-Twaijry et al., 2003; Mihret & Yismaw, 2007). Chambers and 
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McDonald (2013) advocate the cultivation of relationship skills by internal auditors in 

order to create trust and reduce unnecessary resistance and delay during audit in order 

to increase timely access to information. Similarly, Lenz and Sarens (2012) and Sarens 

and De Beelde (2006) suggests cooperation from auditees and top management enables 

internal audit achieve it mandate of helping an organization achieve its goals and 

objectives. Furthermore, a cordial and functional relationship with other mechanism of 

corporate governance improves the effectiveness of internal audit (Goodwin, 2003; 

Sarens et al., 2012).  

 

In addition, internal audit evaluates operational efficiency, assesses top management 

financial plans and identifies areas of risk for improvement (Cooper et al., 1996). In a 

study of 623 chief executives (CEO) of joint stock companies in Norway, Espeda et al. 

(2012) found a positive relationship between CEO cooperative behaviour and 

organizational performance. In other words, top management cooperation served as a 

signal to all organization members on the commitment of higher management in 

achieving goals. Similarly, a cordial relationship, which involves cooperation between 

auditees and top management towards internal audit, can produce positive effects on 

organizational performance. Cohen and Sayag (2010) found positive correlations 

between senior management support and effectiveness of internal audit.  

 

In contrast, Mihret and Yismaw, (2007) case study of the effect of auditees' attitude 

towards the effectiveness of internal audit found that the characteristics of auditees had 

no significant influence on internal audit effectiveness. The results imply that 

irrespective of auditees' attitude, internal audit can still be effective. This result cannot 

be generalized beyond the context of study as shown in the weakness of case study 



155 

 

approach. Also, low cooperation and poor attitude of auditees towards internal audit 

have been associated with non-implementation of audit recommendations (Al-Twaijry 

et al., 2003). However, literature still highlights the importance of a cordial relationship 

between internal audit and auditees and management (Flesher & Zanzig, 2000; Nagy & 

Cenker, 2002). A cordial relationship with auditees and management creates an 

atmosphere for exchange of ideas and congruence in forging solutions to issues arising 

from audits and this helps to promote organizational performance. Therefore, this study 

argues that a cordial relationship between internal audit and auditees can promote 

organizational performance. In view of the above discussion, the following hypothesis 

is put forward: 

H3: There is a significant relationship between internal audit relationship with 

auditees and management and local government performance in Nigeria. 

4.3.4 Internal Audit and External Audit Collaboration and Local Government 

Performance 

Collaboration between internal audit and external audit has been documented to reduce 

audit fees, external audit delay and minimizes duplication of audit effort (Abbott et al., 

2012; Prawitt et al., 2011). Also, a cordial working relationship between external audit 

and internal audit can assist in easy detection of material weaknesses in the financial 

statement (Lin et al., 2011). Thus, easy detection of material weaknesses improves the 

quality of performance information. Furthermore, cooperation between internal audit 

and external audit contributes to financial statement audit quality and increases 

confidence on either party's contribution to the process (Brody et al., 1998; Wood, 

2004; Zain et al., 2006). Hence, when the linked between internal audit and external 

audit is strong, audit recommendations and follow up are easily pursued to persuade 

management action and thus improve performance. Specific studies linking this 
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collaboration to organizational performance are limited. Therefore, this study argues 

that collaboration and cooperation between internal and external auditors has impact on 

local government performance. In line with the above discussion, the following 

hypothesis is put forward: 

H4: There is a significant relationship between internal audit and external audit 

cooperation and local government performance in Nigeria. 

4.3.5 Corporate Ethical Culture and Local Government Performance 

Previous studies provide evidence on the importance of corporate ethical culture in 

enhancing organizational performance. For example, the early study by Verschoor 

(1998) indicated that top management commitment to ethics was a significant factor in 

improving financial performance of companies. Also, an empirical study of 240 

companies listed on the Canadian stock exchange by Donker et al. (2007) revealed that 

corporate values were significantly related to company performance. Furthermore, 

Hosmer (1994) suggests that organizations who promote an ethical environment 

perform better than those who do not. Also, Boyne & Walker (2010) suggests the 

prevailing culture within an organization can be influenced to promote performance.  

In essence, an ethical environment within an organization promotes organizational 

performance and alignment of goals. An ethical environment was also found to 

strengthen the quality of internal controls (Rae & Subramaniam, 2008). Hence, this 

study posits that corporate ethical culture contributes to performance of an organization. 

In view of the above discussion, this study puts forward the following hypothesis: 

H5: There is a significant relationship between corporate ethical culture and local 

government performance. 
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4.3.6 Strategic Planning and Local Government Performance 

Literature suggests that strategic planning is a means of achieving improved 

performance and serves as a guide on an organization's chosen goals, objective or 

mission (Boyne & Walker, 2010; Mintzberg, 1994). Strategic planning has been shown 

to benefit an organization in many ways: improved management process, enables 

proactive stance on issues affecting goals, vision congruence, improve quality of 

decisions, aligning stakeholders, enhanced performance and goal attainment (Berry & 

Wechsler, 1995; Boyne & Gould-Williams, 2003; Boyne, 2001; Bryson, 1981, 2004; 

Poister & Streib, 2005). Specifically, Boyne (2003) argues that strategic planning 

enhances organizational performance through enabling managers clarify goals and 

objectives, generate proactive responses to external influences and promote congruence 

in actions which further leads to improved performance.  

 

The relationship between strategic planning and performance has only been recently 

explored in the public sector and results are mixed (Andrews et al., 2009; Boyne & 

Gould-Williams, 2003; Hendrick, 2003). Hendrick (2003) found commitment to 

planning and participation to be positively correlated and centralization of planning 

internally was negatively correlated to difficulty in planning. Performance was 

operationalized as difficulty of planning and management capacity. Also, Boyne and 

Gould-William (2003) found a positive relationship between attitude towards planning 

and performance but a negative relation between performance and other set targets. 

Their results generally show small positive effect of planning on performance and 

concluded that the positive effects of planning more than offset the negative effects of 

setting targets. Similarly, Ugboro et al. (2011) demonstrated positive relations between 

strategic planning dimensions and strategic planning effectiveness (proxy for 



158 

 

performance). However, Andrews et al. (2009) found no relationship between rational 

planning and performance in 47 Welsh service departments. Although their study made 

some contribution, other factors that affect public sector performance were ignored. 

Therefore, in line with the above discussion, this study posits that strategic planning is 

can impact performance of local governments. In view of this, the following hypothesis 

is put forward: 

H6: There is a significant relationship between strategic planning and local 

government  performance. 

4.3.7 Regulation and Local Government Performance 

Regulation involves the use of persuasion and directives by regulatory bodies in order 

to enforce changes and compliance to set rules and standards related to use of resources 

(James, 2000). The rationale for regulation of public sector organizations is that 

regulation brings about better performance, ensures accountability and better positions 

the public sector for more quality service delivery (Andrews et al., 2008). Hence, 

regulation exist to enable government achieve its basic objective of serving and 

ensuring the wellbeing of citizens and communities and also serve as restraint on 

opportunistic behaviours that hinder progress.  

 

In spite of the pervasive influence of regulation, limited studies have examined its 

impact on organizational performance (Andrews et al., 2008). Ashraf and Ghani (2005) 

identified regulatory factors such as weak judicial and enforcement systems and limited 

laws for protecting investors as major hindrances to the development of financial 

reporting in Pakistan. Similarly, accounting and reporting practices in Ghana were 

found to be influenced by legal, political and institutional factors (Assenso-Okofo et 
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al., 2011). Also, government regulations influenced the development of internal audit 

practice in Saudi Arabia, Italy, and Ethiopia (Al-Twaijry et al., 2003; Arena et al., 2006; 

Mihret & Yismaw, 2007).  

 

Although regulatory influences have been acknowledged to impact internal audit 

practice, financial reporting and other accounting related issues, only few studies have 

explored the link with organizational performance. For example, Andrews et al. (2008) 

examined the relationship between external regulation and performance of services in 

51 departments of local authorities in Wales. The findings of their study were mixed as 

the two proxies of external regulation (level of support and extent of regulation) showed 

positive and no relationship with service performance respectively. Furthermore, 

Wilbanks (2005) suggests that regulation in itself does not translate to improve 

performance but oversight to ensure compliance does and monitoring of top 

management ethical tone together can pave way for better performance. This suggests 

that mere existence of a regulation cannot bring about much needed performance unless 

mechanisms exist to ensure compliance. However, in line with previous studies with 

documented evidence of regulation of government agencies, this study argues that, 

regulation can serve as a performance improvement tool. Therefore, it is hypothesized 

that: 

H7: There is a significant relationship between regulation and local government 

performance in Nigeria. 
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4.3.8 Top Management Commitment and Local Government Performance 

Results of previous studies show that top management commitment is an important 

factor for organizational goal achievement and other organizational outcomes. For 

example, Hoffman and Hegarty (1993) and Bourgeois and Eisenhardt (1988) linked top 

management commitment to achieving strategic changes, improvement in service 

quality, development of new products and services, and innovation in an organization. 

A study by Babakus et al. (2003) found top management commitment to be positively 

related to service recovery performance. Also, a study of the relevance of site features 

on organizational performance, top management commitment was found to result in 

more elaborate features that appealed to customers (Zhuang & Lederer, 2004).  

 

Furthermore, top management commitment is linked to effective leadership that 

enables an organization adapt to changing environmental conditions (Turner, 2008). 

Conversely, the failure of some government programmes and reforms have been 

associated with a lack of commitment on the part of elected representatives. For 

example, lack of political will was identified as the root cause of wide spread reform 

failures in Swaziland's civil service (McCourt, 2003). Therefore, top management 

commitment is more than mere pronouncement or support; it an emotional attachment 

to see desired results. Similarly, Gonçalves (2014) found participation of both service 

beneficiaries and elected leaders in the budgeting process lead to more efficient 

distribution of resources. In essence, to gain the participation of others requires top 

management commitment as an example for others to follow through goal achievement. 

Furthermore, Campos and Esfahani (2000) identified top management commitment as 

a differentiating factor between successful and unsuccessful reform programs. 

Alhaqbani, et al. (2016) found top management commitment to be crucial to 
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improvement in organizational processes and programs. Hence, top management 

commitment pervades all aspects of an organization. Therefore, the more committed 

top management is to pursuing desired outcomes, the more performance improves. This 

leads to the following hypothesis: 

H8: There is a significant relationship between top management commitment and 

local government performance in Nigeria. 

4.3.9 Political Interference 

Previous studies differed on the subject of political interference in organizations. For 

example, scholars suggest that political interference can result in employment 

generation, economic development and foster the development of policies for public 

interest (Shleifer, 1998). However, Chang & Wong, (2002) argues that political 

interference could be exploited by politicians for personal gain at the detriment of 

stakeholders and the organization. Some documented empirical studies on the effect of 

political interference on organizational performance involve comparing between 

government enterprises and privately owned ventures (Bozec et al., 2002; Shirley & 

Walsh, 2000).  Shleifer and Vishny (1994) found government enterprises performed 

poorly due to political interference compared to privately owned ventures. Also, De 

Visser (2010) found excessive political interference in South African municipalities 

limited their abilities to improve on services to communities. This suggest that local 

administrative initiative and focus can be diverted through political interference and 

thus subvert attainment of goals and objectives. Political interference was found to 

influence scientific findings of the environmental protection agency in the US as 60 

percent of surveyed scientist reported experiencing interference in their scientific 

findings (UCS, 2008). The study also reported that the sources of interference are both 
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within and outside the organization and scientific findings were hindered or modified, 

thus hindering correct disclosure of findings.  

 

A similar study of project implementation and engagement of politicians in Nigeria by 

Rogger (2013) reported that project completion and project quality rates reduced by 42 

and 69 percent respectively. Furthermore, political interference is detrimental to 

financial condition of local government service delivery. Asaju (2010) found that state 

governments in Nigeria often compelled local governments to embark on projects that 

have no bearing on the needs of communities.  Also, Salawu and Agbeja (2007) found 

political interference to severely impact internal controls, accountability and audit 

procedures.  Hence, such interference could put a strain on local government financial 

resources and deprive communities of having their salient needs met. Therefore, this 

study posits that political interference influences the performance of local governments 

in Nigeria. In view of the above discussion, the following hypothesis is put forward: 

H9: There is a significant relationship between political interference and local 

government performance. 

4.3.10 Strategic Mission 

Defining a comprehensive mission statement has been linked to organizational success. 

Alavi and Karami (2009) noted that formulating an appropriate mission statement is an 

important step towards developing strategic plans for an organization. Mission 

statements capture the future plans and vision of an organization. It serves as a 

differentiating factor between similar organization (David & David, 2003). Mission 

statement has been documented to result in goal congruence within an organization, 

linked to motivation of employees towards organizational performance, and generates 
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a positive attitude towards the organization (Bart & Baetz, 1998). It has also been linked 

to efficient allocation and use of resources as there is a clear focus for the organization.  

 

In terms of performance, a comprehensive and accepted mission statement by members 

of an organization has potentials of increasing certain financial performance measures 

by 30 percent (David & David, 2003).  However, Sufi and Lyons (2003) found no 

significant relationship between mission statement and return on equity. Also, Desmidt 

et al. (2011) 20 year Meta-analysis of the relationship between mission statement and 

organizational performance reported very small positive relationships. Over all, the 

results are inconclusive and may vary across sector and context. However, given the 

numerous documented positive outcomes of a well-documented mission statement, this 

study argued that strategic mission statement can generate performance improvements 

in the public sector. Hence, in line with the above discussion, the following hypothesis 

is put forward: 

H10: There is a significant relationship between strategic mission statement and local 

government performance in Nigeria. 

4.4 Summary  

The Chapter discussed the theoretical framework of the study and the underpinning 

theories adopted to explain the relationships on the framework. Also, hypotheses were 

formulated to guide the study in providing answers to the research questions of the 

study. Particularly, a total of ten main hypotheses and five sub-hypotheses were 

developed to guide this study. 
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CHAPTER FIVE 
RESEARCH METHODOLOGY 

5.1 Introduction 

This chapter discusses the specific methods and procedures adopted for this study. 

Section 5.2 captured the different research philosophies and the specific one adopted in 

the study. Section 5.3 explained the types of research designs and the specific one 

adopted for this study while Section 5.4 explained the population, sample and sampling 

design of the study. Also, Section 5.5 discussed the operationalization of variables of 

the study and Section 5.6 discussed the questionnaire design of the study. Furthermore, 

Section 5.7 discussed the results of the pilot test conducted while Section 5.8 discussed 

the data collection method. Section 5.9 discussed the data collection procedures 

followed while Section 5.10 described the data analysis technique adopted for analysis 

while Section 5.11 summarizes the chapter. 

5.2 Research Philosophy 

5.2.1 Nature of Research philosophy 

The knowledge of research philosophy or paradigm is crucial to a researcher. This is 

important because it guides the choice of method to be adopted for research and the 

extent to which findings can be generalized (Sekaran & Bougie, 2013). Research 

philosophy also incorporates both epistemological and ontological positions held by a 

researcher. Epistemology describes the methods used for discovering the real world. It 

concerns knowing what exists in the real world. Ontology on the other hand describes 

views people hold about the nature of reality in the world around, whether objective or 

subjective. Hence, research philosophy or paradigm is a set of beliefs that guide the 
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actions of researchers in their quest for understanding phenomenon (Creswell, 2007; 

Sekaran & Bougie, 2013). Three types of research philosophies or paradigms that guide 

researchers include: Positivism, interpretivism, and realism.  

 

Positivism emphasizes the accuracy of research evidence. The positivist sees the world 

as a way to uncover evidence or truth. In order words, positivism believes the truth is 

out there and can be uncovered. Hence, positivism posits that the world is governed by 

cause-and-effect relationships which can be unveiled using scientific approaches to 

research. Rigor, replicability, reliability and generalizability of research findings are the 

main concerns of positivism. Thus, deductive reasoning forms the basis for an 

appropriate research design. In positivism, the goal of research is to describe 

phenomenon and that this can be directly observed. Positivists usually adopt the 

quantitative research method. Thus, positivism holds that the researcher should be 

completely independent of the phenomenon under study (Creswell, 2007). 

 

Interpretivism or constructivism hold the view that phenomenon can be explained using 

verbal descriptions. Specifically, the interpretivism philosophy holds that there is no 

objective truth and that the world view is mentally constructed. To understand the 

world, the interpretist aims at understanding the rules people use to make sense out of 

their environments. Thus, interpretivism concerns making sense out of people's views 

on issues resulting from interactions with others and the context where it takes place. 

Specifically, interpretivism relies on qualitative methods in guiding research. Focus 

groups and interviews are employed in gathering information about phenomenon. 

Generalization of findings is not the aim of the interpretist philosophy as they believe 

there is no objective reality for which to generalize about. 
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Realist philosophy is a combination of positivism and interpretivism. Realist 

philosophy combines the belief in an objective truth but reject that this objective truth 

can be measured. For them, observations on phenomenon such as emotions, 

satisfaction, feelings, and attitudes cannot be subject to objective measures. Thus, they 

argue that researchers are generally biased and therefore posit that an objective research 

should be a triangulation of methods to help understand phenomenon (Sekaran & 

Bougie, 2013). 

5.2.2 Research Philosophy of the Study 

In view of the above discussions on the types of research philosophies, the positivist 

paradigm was adopted in this study. The following reasons informed the choice of the 

positivist philosophy. Firstly, this study was based on existing theories instead of 

propounding new ones, hence hypotheses were developed and tested to confirm or 

refute existing theories as it affects the phenomena under study. Secondly, although the 

variables of the study have been previously studied in various ways but this study is the 

first to assemble them in this format. Furthermore, the relationships among the variables 

are examined in a different context like the public sector as many previous researches 

in related areas were done in the private sector. Lastly, variables were operationalized 

into smaller measurable units and large samples were drawn to enable the 

generalization of the findings.  Thus, this study opens up a new dimension in the study 

of local government performance. 

 

.  
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5.3 Research Design 

5.3.1 Nature of Research Design 

Research design describes the path a researcher takes in order to achieve research 

objectives.  According to Bhattacherjee (2012), research design refers to "a blueprint 

for empirical research aimed at answering specific research questions or testing specific 

hypotheses" (p. 35). The research design determines the end product of a research 

activity and it is important that this be selected carefully (Sekaran & Bougie, 2013). 

Research design is categorized into three types: exploratory, descriptive, and causal 

designs (Kumar, Talib, & Ramayah, 2013; Sekaran & Bougie, 2013).  

 

Exploratory design is used when very limited information is available on a problem 

being studied and more insights are needed to clarify the ramifications of the problem. 

Collecting data under an exploratory design mostly applies the qualitative approach and 

findings may not be generalized beyond the sample studied (Sekaran & Bougie, 2013). 

Common methods used in exploratory design include: case studies, interviews, and 

focus groups. 

 

Furthermore, descriptive design is used to enable the gathering of more information on 

a phenomenon and the factors associated with it. The main aim of a descriptive design 

is to "describe" a problem and it allows an extensive study of a phenomenon (Kumar et 

al., 2013). Descriptive designs can be cross-sectional where data are collected at a 

particular point in time or longitudinal where data are collected at more than a point in 

time (Kumar et al., 2013). Hence, findings can be generalized to the wider population 

of the study.  
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Causal design is an approach applied where the researcher is interested in how a 

variable causes variations in another. Hence, causal designs are mostly applied in 

experiments and the researcher can interplay with the variables to see what outcomes 

would be (Kumar et al., 2013).  

5.3.2 Choice of Research Design 

In view of the above, this study adopted the descriptive design because the researcher 

sought to provide more features of the issue being studied with a view to arriving at 

generalizations for the population of study (local government). Hence, the descriptive 

design was more appropriate for this study as it enables the provision of more details 

on the relationships amongst the variables being studied. Also, the study used the survey 

method for data collection. Data collection for this study was cross-sectional and 

probability sampling method was applied. However, in acknowledgement of the 

limitations of gathering data using questionnaires, follow-up interviews on the results 

of the survey were set up to further clarify the findings of the survey. Unstructured 

interview questions were drafted to provide more clarifications in support of the 

findings of the earlier survey done using three heads of internal audit unit, two external 

auditors, and one director of finance in the local government.  

5.4 Population, Sample, and Sampling Design of Study 

5.4.1 Population of Study 

Population represents all groups of elements the researcher wants to study (Sekaran & 

Bougie, 2013). It includes events, persons, and other activities the researcher desires to 

study. Nigeria as a federation consists of six geopolitical zones, 36 states including the 

federal capital and 774 local government areas. This study is interested in the 774 local 
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government areas in Nigeria and they constitute the study's population. Table 5.1 shows 

the distribution of local government councils in the various geopolitical zones of the 

country. These were chosen as the study's population sample for the following reasons: 

First, local government councils are spread across the geopolitical zones of the Nigeria 

and are the closest tier of government to the people. Hence, local government should 

be productive in providing quality services and amenities to the communities they serve 

and availability and guarding of resources are important for them to achieve their goals. 

Secondly, local governments are yet to harness valuable internal resources to help 

promote improve performance and generate more impact for the communities they 

serve. This is evident from the various performance failures reported in the media and 

by academics in Nigeria. Finally, in view of the responsibilities of local government, it 

is expected that local governments harness other alternative ways of managing 

resources for the benefit of the communities they serve. Stakeholders expect to see more 

prudence in the management of resources which will translate to better performance. 

 

Table 5.1 
Distribution of local government in Nigeria 

Geopolitical zone Number of States per 
Geopolitical Zone 

Number of Local 
Government 

 
North-West 7 187 
North-East 6 111 
North-Central  (FCT 
included) 6 121 

South-West 6 139 
South-East 5 95 
South-South 6 121 
Total 36 774 

Source: www.nigeria.gov.ng/index.php  

  

5.4.2 Sample of Study 

A sample consists of selected elements with similar features from a population (Sekaran 

& Bougie, 2013). A selection of sample for a study is necessary since studying all 
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elements in the population may not be feasible in terms of time, cost and human effort 

needed (Sekaran & Bougie, 2013). Furthermore, a sample can generate reliable results 

which can be extrapolated to the population. According to Sekaran and Bougie (2013), 

in deciding an appropriate sample size, consideration is given to the size of the 

population, the confidence level (for example, 95 percent), and the level of error to be 

tolerated (for example, 5 percent). Given that the total population of all local 

government in Nigeria is 774, therefore, the population sample falls between 750 and 

800 according to Krejcie and Morgan (1970) sample size determination. However, a 

sample size of 256 corresponding to a population of 750 was selected but given that 

this study's population exceeds 750, the minimum sample size was rounded up to 260. 

This is shown in Table 5.2. 

 

Table 5.2 
Sample size determination given a population size 

Size of Population Sample Size 

750 256 

800 260 

850 265 

900 269 

950 274 

1000 278 

Source: Krejcie and Morgan (1970)  

  

Therefore, with a population of 774 local governments, the sample size is 260 local 

governments. Furthermore, Kumar et al. (2013) suggest for multivariate analysis, the 

sample size should be at least ten times or more the number of variables being measured 

in the study. Given that the variables of this study are eleven, a sample of 260 local 

governments more than satisfies Kumar et al. (2013) suggestion.  
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5.4.3 Sampling Design 

Sampling involves the various steps taken by a researcher to select elements in the 

population for further study (Kumar et al., 2013). Sampling designs consist of 

probability and nonprobability sampling and each has other sub techniques for selecting 

samples for a study. The decision on the choice of sampling technique depends on 

objective of the study, time, and availability of resources and how much generalization 

is to be made (Kumar et al., 2013).  

 

In non-probability sampling, elements in the population do not have equal selection 

chances and this technique is used when there is less need for generalization of the 

research findings (Sekaran & Bougie, 2013). Examples of non-probability techniques 

include convenience and purposeful or judgmental sampling techniques.  

 

On the other hand, the probability sampling technique allows all elements in the 

population an equal selection chance and findings can be generalized to the wider 

population (Sekaran & Bougie, 2013). Examples of the probability techniques include 

systematic, stratified, cluster, multi cluster, and simple random sampling techniques 

(Kumar et al., 2013). Stratified random sampling is further categorized into 

proportionate and disproportionate stratified random sampling (Sekaran & Bougie, 

2013). The proportionate stratified random sampling involves the division of the 

population into strata and then selecting sample elements based on their percentage of 

the population (Sekaran & Bougie, 2013). This is done by dividing the population per 

zone by the total population and multiplied by the total sample size of the study. It 

allows adequate representation of sample elements. Furthermore, in systematic 

sampling, every (N/n)th item is selected at random from the population (Sekaran & 
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Bougie, 2013). This is derived by dividing the total number of elements in strata by the 

sample size required. Simple random sampling involves sequentially drawing a sample 

from a population were sample elements have equal selection chances. Cluster 

sampling uses the same strategy in random sampling but differs in that once the sample 

is determined, the population is divided into parts and the samples are drawn from each 

of the parts randomly. Multi cluster sampling involves the division of a population into 

clusters and then samples are selected randomly (Kumar et al., 2013). 

5.4.4 Sampling Design of the study 

This study adopted the probability sampling and made use of the proportionate stratified 

random sampling for selecting sample elements from each geopolitical zone and 

thereafter, the systematic sampling was applied in choosing the specific local 

government to be included in the study. The proportionate sample was derived by 

dividing the population of a geopolitical zone by the total population of all the zones 

multiplied by the total sample size (for example North-West sample equals 187/774 * 

260). This allowed the spread of the sample across the local government's population 

(Sekaran & Bougie, 2013). Table 5.3 provides information on the proportionate 

stratified sampling and the systematic sampling techniques applied in this study. 
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Table 5.3 
Local Government Sampling 

Geopolitical Zone 
Number of Local 

Government 
(Population) 

Sample Size per Zone 
(Proportionate 

Sampling) 

Sample Selection 

(Systematic 

Sampling) 

North-West 187 62 3rd 

North-East 111 37 3rd 

North-Centrals(FCT 
included) 

121 41 3rd 

South-West 139 47 3rd 

South-East 95 32 3rd 

South-South 121 41 3rd 

Total 774 260  

Source: www.nigeria.gov.ng/index.php, Kumar et al. (2013) 

4.4.4.1 Sampling of Participants 

However, in acknowledgement of the limitations of gathering data using 

questionnaires, follow-up interviews on the results of the survey were set up to further 

clarify the findings of the survey. Unstructured interview questions were drafted to 

provide more clarifications in support of the findings of the earlier survey done using 

three heads of internal audit unit, two directors of audit in the Auditor-General’s office 

and one director of finance in the local government.  

 

According to Creswell (2014, p.227), participants for an interview can be selected using 

purposeful sampling based on “places and people that can best help us understand” 

(p.227) the phenomenon being studied. Therefore, participants for the follow-up 

interviews were selected based on purpose and availability. Also, their positions and 

duties were considered in the selection to enable robust data gathering. The participants 

were made up of heads of internal audit, directors of audit in the Auditor-General 

Office, and director of finance in the local government. In all, six participants were 

included for the study. The participants were first called and told about the research to 
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secure their consent. Once consent was established, thereafter they were included in the 

study and a schedule date and time for the interview was communicated later to the 

researcher. These participants were chosen because the study sought to collect data on 

a diverse group not only internal auditors in other to provide insight and clarification 

on the previous findings from the questionnaires administered to 301 heads of internal 

audit. This participants were considered to be more informed because of their positions 

in local government affairs and their diverse experiences.  

5.4.5 Unit of Analysis 

Unit of analysis captures the subject of focus of the research (Kumar et al., 2013). The 

unit of analysis for survey was the organizational level which is the local government 

councils in Nigeria. However, since organizations are inanimate, heads of internal audit 

departments were chosen to respond on behalf of their organizations. These were 

chosen because of their positions as heads of the audit unit, are part of management 

team in the local government, and are better informed to provide an assessment of 

internal audit quality, internal controls and other institutional context factors affecting 

performance of their organizations. Carmeli and Tishler (2004) used general 

management as respondents; Aikins (2011) used internal audit directors and managers 

while Mihret (2010) used both heads and staff of internal audit departments. 

Considering the variables being studied, heads of internal audit function are considered 

as appropriate respondents on behalf of the local government for the survey. Besides 

when assessing performance or satisfaction in the public sector, it is important to survey 

a sample that “is not biased towards those who are favorably inclined to incumbents” 

(Petrovsky, Mok, & León‐Cázares, 2016 p. 1). Thus, heads of internal audit were 
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considered less inclined to provide socially desirable assessments of their local 

governments. 

5.5 Operationalization of Variables 

This section discusses how the variables of this study are measured and the instruments 

used for measurement. Operationalization deals with the measurement of variables of 

a study (Sekaran & Bougie, 2013). It involves the translation of concepts into 

measurable elements. This section examines the operationalization of the study's 

variables.  

5.5.1 Local government performance 

In this study, local government performance captures both financial and non-financial 

performance of local governments. Performance of an organization can be assessed in 

terms of financial and non-financial measures. Assessment of financial performance 

can be either from archival or subjectively from self-reported research instrument. Both 

ways of assessment have been acknowledged to be reliable in assessing performance, 

and results produced do not significantly differ (Brewer, 2006; Dess & Robinson, 

1984). The financial performance of local governments was measured by five items 

adapted from Maher and Deller (2011) while four items measuring non-financial 

performance were adapted from Brewer (2006). An example of items measuring 

financial performance includes statements like: "the current financial situation in my 

local government is acceptable".  The items measuring financial performance were on 

a five-point scale ranging from "1" "strongly disagree" to "5" "strongly agree". An 

example of items measuring non-financial performance includes statements like: "how 

would you rate the overall productivity of your local government".  Non-financial 
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performance was measured using a five-point scale ranging "1"  "very low" to "5" "very 

high". Hence, nine items were adapted for measuring local government performance in 

this study. 

5.5.2 Internal Audit Quality 

Internal audit quality is defined as a reflection of internal audit characteristics such as 

competence, independence and objectivity, quality of work performed, training and 

development, and management support towards internal audit (Cohen & Sayag, 2010; 

Institute of Internal Auditors, 2012; Prawitt et al., 2009).  

 

Past studies acknowledge competence as an important quality element of internal audit 

and attributes of competence often used include: professional certification, training, 

knowledge, education (Al-Twaijry et al., 2003; Arena & Azzone, 2009a; Cohen & 

Sayag, 2010; Lin et al., 2011; Prawitt et al., 2009). In order to measure competence, 

four items were adapted from Cohen and Sayag (2010) and Ahmad (2013).  

 

Quality of work performed by internal audit is another reflection of the quality of 

internal audit and has attributes such as scope of work, follow-up on recommendations, 

audit planning, field work and monitoring (Cohen & Sayag, 2010; Desai et al., 2010; 

Lin et al., 2011; Mihret & Yismaw, 2007; Schneider, 1985). In order to measure quality 

of work, five items were adapted from Cohen and Sayag (2010) because their study was 

carried out in the public sector.  

 

 Features of organizational independence include reporting level of the head of internal 

audit unit, access to information, freedom to audit without restrictions and 
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responsibility for firing the internal audit head (Cohen & Sayag, 2010; Courtemanche, 

1986; Leung et al., 2011). Hence, four items were adapted from Cohen and Sayag 

(2010) and Courtemanche (1986) for measuring organizational independence. Internal 

audit training and development is an important aspect of quality as regular training and 

development can produce better performance on the part of staff and for the 

organization (Pickett, 2000). Past studies acknowledge hours spent training, attendance 

of training workshops, career path and progression as reflecting regular improvement 

in the skills of internal auditors (Al-Twaijry et al., 2003; Arena et al., 2006; Chau, 1995; 

Cohen & Sayag, 2010; Cooper et al., 1996; Soh & Martinov-Bennie, 2011). Hence, 

four items were adapted from Cohen and Sayag (2010) to measure training and 

development.  

 

Furthermore, management support for internal audit was added as an internal audit 

quality dimension. Literature acknowledges the importance of management support. 

Features of management support towards internal audit includes: adequate staffing, 

funding, training, promoting the importance of the function within the organization 

(Cohen & Sayag, 2010; Goodwin, 2003; Mihret & Yismaw, 2007; Sarens & De Beelde, 

2006).  Hence, four items were adapted from Cohen and Sayag (2010) to measure 

management support towards internal audit.  

 

In order to capture internal audit quality, a total of 21 items, representing the dimensions 

of internal audit quality were adapted from Ahmad (2013) and Cohen and Sayag (2010) 

using a five-point scale ranging from "1" "strongly disagree" to "5" "strongly agree". 
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5.5.3 Effective Internal Controls 

Effectiveness of internal controls refers to extent to which established controls are 

effective in enhancing organizational processes (Janvrin, 2008). In order to assess the 

effectiveness of internal controls in local governments in Nigeria, this study followed 

Hermanson et al. (2012) measures of effective internal controls. Therefore, eight items 

measuring effective internal controls were adapted from Hermanson et al. (2012) on a 

five-point scale. Lansiluoto, Jokipii, and Eklund (2016) also used Hermanson et al. 

(2012) measures of effective internal controls. The measures of effective internal 

controls captured aspects of internal control framework such as control activities, 

control environment, risk management, monitoring, and information and 

communication (INTOSAI, 2004). Eight items were adapted from Hermanson et al. 

(2012) to measure effective internal controls on a five-point scale ranging from"1" 

"strongly disagree" to "5" "strongly agree". Each point on the scale represents the 

extent of agreement of the respondent on the effectiveness of internal controls.  

5.5.4 Internal Audit Relationship with Management and Auditees 

Internal audit relationship with management and auditees relates to attributes 

concerning acceptance and appreciation of the IA function, and showing cooperation 

during audits.  Prior studies allude to the importance of cordial relationship between 

internal audit and auditees as this reduces unnecessary tension and enhances 

organizational processes (Elliott et al., 2007; Md Ali et al., 2007; Mihret & Yismaw, 

2007; Lenz & Sarens, 2012). The items for measuring the relationship between internal 

audit management and auditee were adapted from Md Ali et al. (2007) and Ahmad 

(2013). The five items adapted covered attributes such as cooperation, appreciation, and 

acceptance of internal audit by management and auditees. The items were on a scale 
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ranging from "1" "strongly" to "5" "strongly agree". An example of items on this scale 

includes "management and auditees maintain a positive attitude during audit". 

5.5.5 Internal Audit and External Audit Collaboration 

Internal audit and external audit collaboration relates to cooperation between internal 

and external audit on issues bothering on work schedules, audit coverage, access to 

working papers and reports (Goodwin, 2004; Morrill & Morrill, 2003; Reinstein et al., 

1994). Internal audit and external audit collaboration were measured by six items 

adapted from Ahmad (2013) and Goodwin (2004) on a five-point scale ranging from 

"1" "strongly disagree" to "5" "strongly agree". An example of items on this scale 

includes "Internal and external auditors collaborate on areas of audit coverage" and 

internal and external auditors freely access each other's working papers". 

5.5.6 Corporate Ethical Culture 

Corporate ethical culture reflects the ability of an organization to induce ethical conduct 

amongst employees (Kaptein, 2008). Trevino et al. (1998) developed the corporate 

ethical value as a unidimensional scale. However, Kaptein (2008) further developed 

corporate ethical values as a multidimensional construct. Kaptein's (2008) corporate 

ethical values consist of eight virtues which include: clarity, congruency, feasibility, 

supportability, transparency, discussability, and sanctionability. The items for 

measuring corporate ethical culture were adapted from Kaptein (2008). On the whole, 

six items were adapted to measure corporate ethical culture on a scale ranging from "1" 

"strongly disagree" to "5" "strongly agree". An example of items on this scale includes 

"Top management sets a good example of ethical behaviour". 
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5.5.7 Strategic Planning 

 Strategic planning refers to actions and processes that guide achievement of 

organizational objectives (Mintzberg, 1994; Tapinos et al., 2005; Ugboro et al., 2011). 

The measurement of strategic planning was adapted from previous studies by Tapinos 

et al. (2005) and Ugboro et al. (2011). In this study, strategic planning is represented 

by three characteristics namely: planning effectiveness, planning process and planning 

system. Six items were adapted from Tapinos et al. (2005) and Ugboro et al. (2011) on 

a scale ranging from "1" "strongly disagree " to "5" "strongly agree". An example of 

items on this scale includes "detailed action plans are developed to support local 

government performance strategy". 

5.5.8 Regulation 

Regulation is defined as perceptions of effectiveness of regulatory policies for 

attainment of government objectives (Andrews et al., 2008; James, 2000). Effectiveness 

is displayed in compliance with laid down regulations enhances financial condition, 

service delivery, use of resources and efficiency of local government functions. The 

five items measuring regulation were derived from Andrews et al. (2008), Hood et al. 

(2000) and James (2000). The five items were on a five-point scale ranging from "1" 

"strongly disagree" to "5" "strongly agree". An example of items on this scale includes 

"service delivery in my local government is effective by complying with government 

regulations". 

5.5.9 Top Management Commitment to Performance 

Commitment is a multidimensional construct and includes: affective, continuance, and 

normative commitment (Meyer & Allen, 1991). This study focuses affective 
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commitment as it has been adjudged the most important for organizational success (He 

et al., 2012; Iverson & Buttigieg, 1999; Luchak & Gellatly, 2007). Hence, top 

management commitment is measured by features of management affective 

commitment to achievement of goals (He et al., 2012). It refers to perception of top 

management's display of strong conviction and attitude towards achieving 

organizational goals. Five items measuring top management commitment were adapted 

from He et al. (2012) on a scale ranging "1" "strongly disagree " to "5" "strongly agree". 

An example of items on this scale includes: "Top management of my local government 

constantly searches for better ways of improving performance". 

5.5.10 Political interference 

Political interference reflects undue influence of politicians and politically connected 

persons on decision making processes and other affairs of an organization (De Visser, 

2010; Rogger, 2013; Shen & Lin, 2012). In this study, Political interference is defined 

as the influence of higher government and politicians on the affairs of lower tier 

government resulting in diversion of a course of action and effects of political 

interference on an organization. The scale for measuring political interference were 

adapted from De Visser (2010), Shleifer and Vishny (1994), and UCS (2008). The six 

items for measuring political interference were on a five-point scale ranging from "1" 

"strongly disagree" to "5" "strongly agree". An example of items on this scale includes: 

"Politicians outside my local government are unnecessarily involved in my local 

government administration". 
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5.5.11 Strategic Mission 

Strategic mission reflects a statement of purpose and vision including desired outcomes 

(David, 1989; Green & Medlin, 2003). It is important for an organization to have a 

focus and the means of achieving it (Toftoy & Chatterjee, 2004). In line with Green and 

Medlin (2003) and Desmidt et al. (2011), characteristics of strategic mission includes 

clear purpose, vision, shared expectations and focus on better allocation of resources. 

Thus, items measuring strategic mission were adapted from Green and Medlin (2003) 

and Desmidt et al. (2011) on a scale ranging "1" "strongly disagree "to "5" "strongly 

agree". An example of items on this scale includes: "The main services to communities 

is clearly identified in my local government". 

5.6 Questionnaire Design 

A questionnaire is set of questions designed by a researcher to elicit answers from 

respondents (Sekaran & Bougie, 2013). For this study, a set of questions were 

developed based on study's variables. The questionnaire had a covering letter which 

introduced the researcher and the purpose of the research to the respondent. Also, the 

logos of OYAGSB and COB were imprinted at the centre top of the questionnaire. The 

questionnaire was also designed in a mini-book like form to make it attractive to 

respondents.  

 

The questionnaire had three sections: A, B, and C. The first part (A) required 

respondents to provide information on their perception of factors that influence 

performance in local government councils (see Appendix A). The second part (B) 

required respondents to provide information on their perception of the performance of 

local government councils in Nigeria (see Appendix A). The third part (C) required 
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respondents to provide information about themselves and their organization. 

Particularly, questions regarding gender, age, highest educational qualification, 

educational major, professional qualification, general work experience, work 

experience in internal audit, and reporting level, number of employees in their 

organization, number of employees in internal audit department, and geopolitical 

location of local government council (see Appendix A). All the variables measured in 

the questionnaire include both the dependent and independent variables. In all, the 

questionnaire contained a total of 12 demographic related questions and 82 questions 

which measured the variables of study on a 5-point Likert scale. 

5.7 Pilot Study 

Prior to the pilot study, validity of the research instrument was conducted. Validity test 

is an assessment of how well a measure actually captures features of a variable being 

measured (Sekaran & Bougie, 2013). Validity is assessed in terms of content validity 

and constructs validity. Content validity assesses the adequacy of items reflecting the 

measure of the construct (Kumar et al., 2013; Sekaran & Bougie, 2013). In assessing 

content validity, experts in the field should validate the contents of the research 

instrument as adequate for measuring the variables of the study (Kumar et al., 2013). 

Accordingly, copies of the initial questionnaire were sent to experts in academia and in 

the public sector for validation. Their comments lead to the reduction in the length, 

wordings and rearrangement of the questionnaire. Hence, after considering inputs from 

experts and pilot study respondents, the length of the questionnaire was reduced to 82 

questions covering the variables of the study. On the other hand, construct validity is 

attained when results from a measure fits the test around which it is designed (Kumar 

et al., 2013; Sekaran & Bougie, 2013). Construct validity can be assessed using factor 
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analysis. Hence, this study assessed construct validity using factor analysis and the 

results are presented in Chapter 5. 

 

Pilot study is a miniature study undertaken before a full scale study is done (Piaw, 

2012). According to Sekaran and Bougie (2013), pilot study is undertaken in order to 

ensure respondents understand the questions, highlight issues with measurement, and 

address other problems that could affect the study to minimize any form of bias. It 

involves administering the research instrument to a small group of respondents in the 

target population in order assess the suitability and comprehension of the questions 

(Sekaran & Bougie, 2013). Also, a pilot study is important to enable a researcher assess 

if the questions are adequate, have been placed correctly and to identify ambiguous 

items with a view to mitigating them (Kumar et al., 2013). 

 

The pilot test research instrument was administered to 30 prospective respondents 

(internal auditors in the local government). The pilot test questionnaire contained a 

section for feedback, and meaningful comments were received from respondents which 

enabled the fine-tuning of questions for better understanding. Firstly, the average time 

it took to complete the questionnaire was 29.9 minutes and the general comment on the 

content was that, comprehension and the length of the questions were appropriate.  

Respondents reported that they understood the questions well but for wording issues on 

five questions in section A of the questionnaire. These five questions were subsequently 

fine-tuned for better understanding. A copy of the sample comment sheet on the pilot 

study questionnaire is here attached on Appendix B. 
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 In order to assess the reliability of the pilot test research instrument, responses were 

analyzed using SPSS Version 20 to obtain reliability scores (Cronbach's Alpha values) 

for the study's constructs. Table 5.4 shows the results of the pilot test, comprising of 

constructs, number of items per construct, and the reliability scores.  

 

Table 5.4 
Reliability Results Based on Pilot Study 

S/No Constructs No of Items Cronbach's   
Alpha 

1 Local Government Performance 09 .81 
2 Internal Audit Quality 21 .80 
3 Effective Internal Controls 08 .79 
4 Strategic Planning 06 .72 
5 Top Management Commitment 05 .80 

6 Internal Audit relationship with 
Management and Auditees 05 .70 

7 Corporate Ethical Culture 06 .69 
8 Strategic Mission 05 .67 

9 Internal Audit and External Audit 
Collaboration 06 .84 

10 Regulations 05 .93 
11 Political Interference 06 .72 

 

According to Sekaran and Bougie (2013), Cronbach's Alpha values above .60 are 

considered acceptable. From Table 5.1, all the constructs have Cronbach Alpha values 

above .60, which means the constructs were reliable. 

5.8 Data collection 

Data collection describes the specific methods adopted in order to gather data for the 

study (Kumar et al., 2013). It involves specifying the sources of data and the technique 

applied in data collection from a study's subjects.  
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5.8.1 Sources of Data 

There are two main sources of data: primary and secondary sources (Sekaran & Bougie, 

2013). Primary sources of data refers to obtaining fresh unaltered information for a 

study while secondary sources of data are obtained from second hand sources such as 

published organization's annual reports, research data bases, books and other published 

sources. The specific way of extracting data from these sources differ especially 

because primary data must be collected first hand while secondary data only requires 

compiling the data from a chosen source (Kumar et al., 2013). The main source of data 

for this study was primary source. Also, articles were reviewed to aid literature review.  

5.8.2 Method of Data Collection 

Method of data collection refers to the specific ways of obtaining data for a study and 

this depends on the type of research (Kumar et al., 2013; Sekaran & Bougie, 2013). 

Kumar et al. (2013) classified method of data collection into two broad categories with 

respect to the type of research: qualitative and quantitative research methods. 

According to them, qualitative research obtains data from subjects through the use of 

focus groups, in-depth interviews, and observations. However, analyzing data using 

qualitative research does not require any rigorous use of statistics. On the other hand, 

quantitative research involves the use of "large scale survey research" for collecting 

data for rigorous statistical analysis (Kumar et al., 2013 p.72). Thus, data gathered using 

this method generates statistics for testing hypotheses. Also, in a quantitative study, the 

researcher has very limited or no influence on the survey participants and analysis 

generated from this method allows wider generalization of the study's findings (Kumar 

et al., 2013). Quantitative research uses two major methods namely: interviews and 
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questionnaires. Generally, methods of collecting data are classified into: interviews, 

observations, and questionnaires. 

 

Interview is a data collection tool a researcher uses to gather information on an issue or 

variable of interest. Interviews can be structured or unstructured. It is structured where 

the interviewer obtains data using a predesigned list of questions. In unstructured 

interviews, the interviewer has no predesigned set of questions but allows issues to be 

discussed elaborately by the respondent. Interviews are conducted face to face, via 

telephone, or computer assisted. Interviews are best suited in exploratory research 

where in-depth information is needed concerning a phenomenon. However, this method 

of data collection is expensive where the geographical area is large and there is a risk 

of interviewer bias (Sekaran & Bougie, 2013). 

 

According to Kumar et al. (2013), observation is a systematic way of collecting data by 

watching and recording behaviour and features of phenomena. Observation may be 

undertaken with or without video tapping or audio record and may be controlled or 

uncontrolled. This method of collecting data is acknowledged to yield accurate results 

as subjective bias is eliminated. However, this method could lead to reactivity, a 

situation where those being observed tend to behave differently if the observation is for 

a short period of time (Sekaran & Bougie, 2013). 

 

The use of questionnaires is another method of data collection. A questionnaire is set 

of questions designed by a researcher to elicit answers from respondents (Sekaran & 

Bougie, 2013). A questionnaire can open or close ended. Questionnaires are used where 

large quantitative data is required concerning a phenomenon and mostly used in 
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descriptive studies. Questionnaires require collecting data through a "paper-pencil 

format" where respondents provide the answers on printed work (Piaw, 2012). Use of 

questionnaires could be through personal distribution, sending by mail to the 

respondents, or by electronic means (Sekaran & Bougie, 2013). Personal distribution 

of questionnaires refers to method where the researcher seeks out and serves the 

questionnaire personally to the respondent. Mailing of the questionnaire requires 

sending the questionnaire through post to the respondent while electronic means 

involves electronically mailing the questionnaires to respondents by use of their emails. 

Questionnaires enable the collection of data in cheap and efficient manner that 

minimizes cost and time required for collection process (Sekaran & Bougie, 2013). 

  

Based on methods of data collection discussed, this study made use of questionnaires 

for data collection. Questionnaire was used because quantitative data were needed and 

the study spans a large geographical area. Furthermore, the mail method of 

administering questionnaires was used because of the wide geographical coverage of 

the survey. The mail method of administering questionnaires was adopted because of 

the vastness of the areas to be covered by this research. This method of administering 

questionnaires has several advantages such as: wide geographic coverage, convenience, 

minimizes personal bias, and relatively less expensive (Kumar et al., 2013). However, 

the method suffers from low response rate and the respondents may not be able to 

answer questions due to physical, mental and literacy ability (Kumar et al., 2013). 

Hence, in order to mitigate these problems, questionnaires were mailed out in excess of 

the sample size and the questions were kept simple. 
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5.9 Data Collection Procedures 

After the proposal defense on the 11th of December 2014, pilot study was conducted 

between last week of December 2014 and the second week of January 2015. After 

considering some comments and suggestions provided during the pilot test, the full-

scale collection of data started in last week of January 2015 and ended in June 2015. 

Thus, full scale data collected lasted for a period of five months and one week. The 

questionnaire was used for collecting data and was mailed to respondents. The 

questionnaire had a covering letter which introduced the researcher and the purpose of 

the research to the respondent. The logos of OYAGSB and COB were imprinted centre 

top of the questionnaire. The questionnaire was also designed in a mini-book form to 

make it attractive to respondents. Thus, the questionnaire, a gift item, and a stamped 

addressed envelope were mailed to respondents. The gift items were fanciful pens and 

key holders, meant to motivate the respondents and increase the response rate. Formal 

letters were written to the Auditor-General for Local Government of each state where 

necessary to solicit secondary data and for mailing addresses of internal auditors of 

their local governments. The letter introduced the researcher and the research and 

solicited their cooperation and assistance. This necessitated traveling to states to meet 

with the Auditor-Generals as some of them required the researcher's physical presence. 

Gift items of pens and key holders inscribed with UUM logos were offered to the 

Auditor-Generals during scheduled meetings with them. 

 

In order to ensure that adequate questionnaires for analysis would be enough, copies of 

the questionnaires in excess of the sample size were sent out. Precisely, 600 

questionnaires were mailed out. This is in acknowledgement of the risk of low response 

rate typical of administering questionnaires through the mail (Sekaran & Bougie, 2013). 
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Also, in order to perform factor analysis, a sample of 100 and above is recommended 

(Hair, Black, Babin, & Anderson, 2010). 

 

Follow-up letters were sent out to respondents after two and half months to remind them 

of filling and sending back the questionnaires. This was important as heads of internal 

audit are very busy people and also to increase the response rate. A total of 244 

questionnaires were received within three months while 79 questionnaires were 

received later. 

5.10 Data Analysis Techniques 

 Therefore, this section entails the various processes that were applied on the data 

collected for the purpose of multivariate analysis. 

5.10.1 Data Preparation and Screening 

In order to ensure data were in a format that permits further analysis, the following 

procedures were carried out: sorting, coding, entry of data; response rate; non-response 

bias, missing data; and screening for outliers. 

5.10.1.1 Data Sorting, Coding and Entry 

This process involves arranging, assigning values to data collected and subsequent 

entry into a statistical program for further treatment (Kumar et al., 2013). Once data 

collection was completed, the researcher sorted the questionnaires into useable and non-

usable groups. This serves as an initial screening to ensure questionnaires are usable. 

Thus, of the 323 questionnaires collected, 301 were considered useable. Twenty-two 

questionnaires were discarded due to incomplete information and this was in line with 
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Hair et al. (2010), who suggested that a case be dropped where missing information is 

above 50 percent. Thereafter, a code was assigned to each of the items measuring the 

variables and subsequently keyed into SPSS software package for further analysis. To 

aid this procedure, Creswell (2014) suggests the coding of all items in the research 

instrument to assist in data entry and further analysis. Therefore, all items were 

appropriately coded before data entry.  

 

Items measuring local government performance were coded "FP1 to FP5 and NFP1 to 

NFP4" respectively. Internal audit quality measures were coded "C1 to C4", "OID1 to 

OID4", "CD1 to CD4", "QWK1 to QWK5", and "MS1 to MS4". Effective internal 

controls were coded "EICS1 to EICS8" respectively while the items measuring top 

management commitment was coded "TMC1 to TMC5" accordingly. The items to 

measure strategic planning were code "SP1 to SP6" respectively while strategic 

planning items were coded "SM1 to SM5". Items to measure internal audit relationship 

with management and auditees were coded "IAMA1 to IAMA5" in that order while 

internal audit and external audit collaboration were coded "IAEA1 to IAEA6" 

respectively. Corporate ethical culture items were coded "CC1 to CC6" respectively 

while items measuring regulations were coded "GR1 to GR5" in that order. The items 

measuring political interference were coded "PI1 to PI6" respectively. 

5.10.1.2 Response Rate 

Response rate measures the percentage of questionnaires retrieved compared to the total 

number sent out to respondents (Sekaran & Bougie, 2013). Calculating the response 

rate enables an assessment of the number of returned questionnaires for analysis. 

According to Roscoe (1975) as cited by Kumar et al. (2013), for multivariate analysis, 
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the number of useable questionnaires should be at least ten times or more as the 

variables being studied. Thus, the response rate for this study was calculated as the 

number of questionnaires returned divided by the total number of questionnaires mailed 

out to respondents and then multiplied by 100.  

5.10.1.3 Non-Response Bias and Selection Bias 

Response bias occurs where respondents to a survey differ from those who did not 

respond or participate in the survey (Sekaran & Bougie, 2013). This involves 

comparing responses of respondents who returned their questionnaires early with those 

who turn in their questionnaires late. To assess non-response bias in this study, 

questionnaires received within the first three months were grouped as "early response" 

while questionnaires received thereafter were grouped "late response". The "early 

response" group was coded "1" while the "late response" group was coded "2". Thus, 

of the 244 questionnaires received within three months, 230 were useable and were 

regarded as "early response". Also, out of the 79 questionnaires received later, 71 were 

considered useable and were grouped as "late response".  Thereafter, the independent-

sample t-test was applied to assess whether the difference between the groups was 

significant.  

 

Furthermore, data was checked for self-selection bias. Self-selection bias occurs where 

respondents select themselves into a group or respond to a survey because of an interest 

in certain characteristics of the survey or where respondents are “disproportionately” 

concentrated along certain demographic characteristics (Braver & Bay, 1992). Some 

authors also see self-selection bias as same with non-response bias (Braver & Bay, 

1992). However, this study checked for self-selection bias. Bivariate methods are 
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commonly used to detect this form of bias where the data is check for differences in 

opinion of respondents based on some important respondent’s profile (Cuddeback, 

Wilson, Orme, Combs-Orme, 2004; Cohen et al., 1993). In this study, self-selection 

bias was tested using Mann-Whitney and Kruskal-Wallis tests. Demographic data such 

as gender, professional certification, work experience in internal audit and geopolitical 

zone were used to ensure that no form of bias seriously affects the results of the study. 

This was achieved by comparing responses based on the above listed demographic data 

to ascertain whether differences exist in the responses of the respondents. 

5.10.1.4 Missing Data 

Missing data results where data on certain variables are not available because the 

respondent did not provide the information (Hair et al., 2010). Missing data can occur 

because of errors during data entry or because of incomplete information supplied by 

the respondent. Missing data poses serious problems for analysis as it can lead to 

erroneous results. First of all, questionnaires were screened to ensure adequate 

completion by respondents. Thereafter, questionnaires with more than 50 percent 

incomplete information were dropped from the data set (Hair et al., 2010). Minor cases 

of missing data were identified using descriptive statistics such as frequencies and 

percentages. Thereafter, mean replacement was applied to missing values to remedy 

them (Hair et al., 2010). Specifically, SPSS was used for descriptive statistics and the 

"serial mean" function was used to remedy missing data.  

5.10.1.5 Outliers 

Outliers are described as responses with a combination of features that differ from other 

responses in the data set (Hair et al., 2010). Outliers occur because of errors in data 
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entry and coding process, occurrence of an extraordinary item that can or cannot be 

explained, and the presence of responses within the range of values but whose features 

across the variable are different (Hair et al., 2010). According to Tabachnick and Fidell 

(2007), for sample sizes less than 1000, outliers are cases with standard residuals greater 

than ±3.3. Thus, outliers were identified in the data set using this rule. 

5.10.2 Multivariate Assumptions Test 

The multivariate assumptions test must be met for further analysis to be done. These 

assumptions include normality, linearity, homoscedasticity, and multicollinearity. It is 

important that data for multivariate analysis meet these assumptions as any violation 

could have adverse effects on data analysis and results (Hair et al., 2010). Therefore, 

the following multivariate assumptions tests were conducted: normality, linearity, 

homoscedasticity, and multicollinearity test.  

5.10.2.1 Normality 

Normality refers to the extent to which data collected conforms to a normal distribution 

and this can be assessed statistically or graphically (Hair et al., 2010). Statistically, 

skewness and kurtosis is used to examine normality and the critical values are either 

±2.58 or ±1.96 at 0.01 or 0.05 levels of significance respectively. Graphically, 

normality can be examined using histogram, stem-and-leaf plot, normal probability 

plot, and box plot. In this study, both statistical and graphical methods were adopted to 

assess normality of the study's data. 
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5.10.2.2 Linearity 

Linearity examines the association between variables and it is important for 

multivariate analysis as any deviation could affect the correlation among variables (Hair 

et al., 2010). Pearson product-moment correlational analysis was used for linearity test. 

5.10.2.3 Homoscedasticity 

Homoscedasticity is an assumption that the dependent variables should show equal 

variance across a list of independent variables (Hair et al., 2010). It is used to assess the 

variability in scores of the variables. Where a significant dispersion is exhibited across 

variables, then heteroscedasticity is said to exist. The Levene test was used in this study 

to test the assumption of equal variance amongst variables. This was performed by 

comparing the metric variables: local government performance effective internal 

controls, internal audit quality, top management commitment, strategic planning, 

strategic mission, internal audit relationship with management and auditees, corporate 

ethical culture, internal audit and external audit collaboration, regulations, and political 

interference to a non-metric variable, age. 

5.10.2.4 Multicollinearity 

Multicollinearity examines the correlations between independent variables in a multi 

regression model. According to Hair et al. (2010), multicollinearity reduces the 

statistical power of a variable. Pearson product-moment analysis was used to test for 

multicollinearity. Also, the tolerance and variance inflation factor (VIF) from the 

collinearity statistics were used to detect multicollinearity.  
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5.10.3 Exploratory Factor Analysis 

Exploratory factor analysis describes the steps involved in examining the structure of 

variables in a study (Kumar et al., 2013). This analysis was done through examining 

the validity and reliability of the research instrument. According to Sekaran and Bougie 

(2013), validity is an assessment of how well a measure actually captures features of a 

variable being measured. Reliability is the degree to which items consistently generate 

similar results when the study is replicated using same measures (Kumar et al., 2013; 

Piaw, 2012). It is an assessment of the internal consistency of items measuring a 

variable. 

 

Hence, an assessment of the validity and reliability of measures for this study was 

conducted using factor analysis and reliability test. Firstly, all variables were subjected 

to factor analysis and thereafter a reliability test was performed on each variable. 

Generally, the criteria for assessing validity are show in Table 5.5. Reliability of the 

items measuring the variables was assessed through Cronbach's Alpha values, which 

according to Sekaran and Bougie (2013) should be greater than .60. 

 

Table 5.5 
Tests and Criteria for Assessing Validity 

Tests for Validity Assessment Criteria 

Intercorrelations > .30 

Kaiser-Meyer-Olkin (KMO) > .50 

Barlett's test of Sphericity < .05 

Measures of sample adequacy (MSA) > .50 

Anti-image > .50 

Communalities > .50 

Factor loading (component matrix) > .50 

Total variance explained > 60 percent 

Eigenvalues > 1 

Source: Hair et al. (2010) 
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5.10.4 Multivariate Analysis 

Multiple regression is a statistical tool for examining the relationship between a 

dependent variable and several independent variables (Hair et al., 2010; Kumar et al., 

2013). Multiple regression analysis enables the prediction of variations in the dependent 

variable as a result of changes in the independent variables. In this study, there are 10 

independent variables and one dependent variable. The dependent variable is local 

government performance while the independent variables include: effective internal 

controls, internal audit quality, top management commitment, strategic planning, 

strategic mission, internal audit relationship with management and auditees, corporate 

ethical culture, internal audit and external audit collaboration, regulations, and political 

interference. Multiple regressions were conducted to determine the effects of the 

independent variables of the study on the dependent variable local government 

performance. Thus, the relationship among the variables of this study was modeled in 

the equation below and was used for the multiple regression analysis. The model was 

as follows: 

LGP = α + β1IAQ + β2EICS + β3IAMA +  β4IAEA + β5CC + β6SP + β7GR + β8TMC 

+ β9PI + β10SM + ε   

                          

Where, 

LGP  =  Local Government Performance 

IAQ =  Internal Audit Quality 

EICS =  Effective Internal Controls 

IAMA  = Internal Audit Relationship with Management and Auditees 

IAEA =  Internal Audit and External Audit Collaboration  

CC =  Corporate Ethical Culture  
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SP =  Strategic Planning;  

GR =  Regulation;  

TMC =  Top Management Commitment  

PI =  Political Interference.  

SM =  Strategic Mission 

 

Also, a second model capturing the relationship between the dimensions of internal 

audit quality and local government was developed and it is shown as follows: 

LGP = α + β1C + β2OID + β3CD +  β4QWK + β5MS + ε   

 

Where, 

LGP  = Local Government Performance 

C = Internal Audit Competence 

OID = Organizational Independence 

CD = Training and Development 

QWK = Quality of Work 

MS = Management Support towards Internal Audit 

5.11 Summary 

This chapter discussed the research design adopted for this study, how variables were 

defined and measured, the sampling technique adopted for collecting data and how data 

were treated. Specifically, this study adopted the quantitative approach through survey 

by means of questionnaire. The proportionate stratified random sampling technique and 

systematic sampling were used for selection of sample elements and the sample size of 

the study was based on Krejcie and Morgan's (1970) table for determination of sample 
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size. Also, the chapter discussed the use of multiple regression analysis as the data 

analysis technique for this study and the assumptions for multivariate analysis were 

stated. Also, two models were stated for testing the relationships amongst variables in 

the study. 
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CHAPTER SIX                                                                                      
DATA ANALYSIS AND RESULTS  

6.1 Introduction 

Results of analysis performed are presented in this chapter. Particularly, Section 6.2 

shows the results of data cleaning and preliminary analysis carried out while Section 

6.3 presents results of test of multivariate assumptions. Section 6.4 presents results of 

exploratory factor analysis performed while Section 6.5 presents results of reliability 

and summary of factor analysis conducted. Section 6.6 presents the results of bivariate 

correlations while Section 6.7 presents the results of the multiple regressions 

performed. Furthermore, Section 6.8 presents a summary of the results of the hypothesis 

tested and Section 6.9 summarizes and concludes the chapter. 

6.2 Data Cleaning and Preliminary Analysis 

This section presents results of data cleaning tests and preliminary analysis performed. 

These include response rate, response bias, respondent's demographic characteristics, 

missing data, outliers, and descriptive statistics of variables.  

6.2.1 Response Rate 

Out of 600 questionnaires mailed to the respondents (internal auditors), only 323, 

representing 53.8 percent questionnaires were returned. This was impressive as it 

exceeded the low response rate associated with administering questionnaires through 

the use of mail (Sekaran & Bougie, 2013). From the 323 questionnaires returned, 301 

questionnaires were retained for analysis while 22 questionnaires were discarded 

because the information supplied on them was grossly inadequate as missing 

information were more than 50 percent (Hair et al., 2010). Therefore, analysis was 
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based on the remaining 301 valid questionnaires.  According to Roscoe (1975) as cited 

by Kumar et al. (2013), for multivariate analysis, the size of the sample should be at 

least ten times or more as the variables being measured in a study. Therefore, the 301 

useable questionnaires were considered adequate considering that 11 variables were 

examined in this study. The number of questionnaires distributed, returned, and retained 

for analysis is shown in Table 6.1. 

 
Table 6.1 
Questionnaire Distribution and Response Rate 
Item Frequency Percentage (%) 

Number of questionnaires distributed 600 100 

Number of questionnaires returned 323 53.8 

Number of questionnaires rejected 22 6.8 

Number of questionnaires retained for analysis 301 93 

 

6.2.2 Non-Response Bias and Self-Selection Bias 

From the 301 usable questionnaires for analysis, 230 of them were received within the 

first three months and were regarded as "early response" while the remaining 71 

received later were regarded as "late response". The "early response" group was coded 

as "1" whiles the "late response was coded as "2". The independent sample t-test was 

conducted to determine whether there was a significant difference between the "early 

response" group and the "late response" group. The result showed no significant 

difference (P > .05) between the "early response" group and the "late response" group. 

The result of this test is shown in Table 6.2. 
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Table 6.2 
Results of Independent-Samples t-Test for Non-Response Bias 

 
 
Variables 

 
 

Group 

 
 

N 

 
 

Mean 

 
 

SD 

Levene's 
Test for 

Equality of 
Variances 
F Sig 

Local Government 
Performance 

Early response 
Late response 

230 
71 

25.09 
24.87 

6.82 
6.34 .508 .477 

Internal Audit Quality Early response 
Late response 

230 
71 

73.67 
72.66 

12.43 
15.57 .664 .416 

Effective Internal Controls Early response 
Late response 

230 
71 

29.08 
28.88 

5.99 
6.03 .007 .936 

Internal Audit Relations 
with Management and 
Auditees 

Early response 
Late response 

230 
71 

18.40 
18.45 

4.16 
4.00 .382 .537 

Internal Audit and External 
audit Collaboration 

Early response 
Late response 

230 
71 

22.60 
22.42 

5.11 
5.28 .186 .667 

Corporate Ethical Culture Early response 
Late response 

230 
71 

21.70 
21.39 

4.77 
5.05 .078 .781 

Strategic Planning Early response 
Late response 

230 
71 

22.57 
22.29 

4.23 
4.38 .192 .661 

Regulations Early response 
Late response 

230 
71 

19.43 
19.33 

3.97 
3.84 .001 .979 

Top Management 
Commitment 

Early response 
Late response 

230 
71 

17.59 
17.50 

4.35 
4.27 .008 .928 

Political Interference Early response 
Late response 

230 
71 

19.67 
20.00 

4.68 
4.30 1.86 .173 

Strategic Mission Early response 
Late response 

230 
71 

17.72 
17.50 

3.77 
4.01 .065 .799 

 

 

Furthermore, data were checked for any selection bias. The Mann-Whitney test and 

Kruskal-Wallis test were used to check for selection bias. This was done using gender, 

experience in internal audit, professional certification and geopolitical zone as test 

variables. The results of the tests revealed no serious issues with bias as the results for 

gender, experience in internal audit, professional certification were not significant at p< 

.05 for all the variables (see Appendix F for details). However, Kruskal-Wallis test on 

geopolitical zone showed a significant difference exist among respondents with respect 

to two variables (corporate ethical culture (CC) and internal audit relationship with 
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management and auditees (IAMA)). All other variables showed a non-significant 

difference in their opinions. In order to determine which of the groups were 

significantly different for the two variables, Post Hoc tests were conducted. According 

to Pallant (2011) and Coakes (2013), Bonferroni adjustment is necessary to reduce the 

risk of type 1 error. This was done by adjusting the alpha level by the number of tests 

and then using the new adjusted alpha level to interpret the results of pairwise and 

multiple comparisons.   

 

From the results of pairwise and multiple comparisons with Bonferroni adjustment with 

respect to geopolitical zone on the variable corporate ethical culture, a significant 

difference was found between North-East and South-West (P=.045). All other 

comparisons showed a non-significant difference among the geopolitical zones (see 

Appendix F for details). On the whole, 30 pairwise comparisons were performed and 

only one was significantly different. Thus, it can be inferred that this does not pose a 

serious threat to the findings of this study. 

 

Similarly, results of pairwise and multiple comparisons with Bonferroni adjustment 

with respect to geopolitical zone on the variable internal audit relationship with 

management and auditees showed significant differences between North-east and 

North-West, North-East and South-East, and North-East and South-West (p= .019, .022 

and .017 respectively). All other comparisons showed a non-significant difference 

among the geopolitical zones (see Appendix F for details). In all, 30 pairwise 

comparisons were performed and only three were significantly different. Thus, it can 

be inferred that this does not pose a serious threat to the findings of this study. Similar 
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conclusions were reached by Bartholmé (2011) that few significant differences 

compared to the numerous comparisons do not pose serious threat to results. 

6.2.3 Demographic Characteristics of Respondents 

The demographic characteristics of respondents include gender, age, work experience, 

work experience in internal audit, educational qualifications, academic major, 

professional certification, size of workforce, size of internal audit unit, reporting level 

of heads of internal audit unit, and geopolitical zone. The frequencies and percentages 

of respondent's profile are shown in Table 6.3 

 

Table 6.3 
Demographic Characteristics of Respondents 
S/No Item Frequency Percentage (%) 

1 

Gender 
Male 
Female 
Total 

 
246 
55 
301 

 
81.7 
18.3 
100 

2 

Age 
21-30 years 
31-40 years 
41-50 years 
Above 51 years 
Missing 
Total 

 
17 
86 
151 
45 
2 
301 

 
5.6 
28.6 
50.2 
15 
.6 
100 

3 

Work Experience 
1-5 years 
5-10 years 
10 years and above 
Missing 
Total 

 
39 
60 
196 
6 
301 

 
13 
19.9 
65.1 
2.0 
100 

4 

Work Experience in Internal Audit 
< 1 year 
1-5 years 
5-10 years 
10 years and above 
Missing 
Total 

 
25 
117 
108 
40 
11 
301 

 
8.3 
38.9 
35.9 
13.3 
3.6 
100 
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Table 6.3 (Continued) 
S/No Item Frequency Percentage (%) 

5 

Highest Educational Qualification 
Doctorate 
Master Degree 
First Degree 
Diploma/NCE 
Others 
Missing 
Total 

 
9 
90 
194 
3 
3 
2 
301 

 
3 
29.9 
64.4 
1.0 
1.0 
.7 
100 

6 

Academic Major 
Accounting 
Auditing 
Finance 
Economics 
Others 
Missing 
Total 

 
198 
25 
47 
18 
12 
1 
301 

 
65.8 
8.3 
15.6 
6.0 
4.0 
.3 
100 

7 

Professional Certification 
ACA 
CNA 
CPA 
CIA 
Others 
None 
Missing 
Total 

 
33 
103 
21 
7 
25 
82 
30 
301 

 
11 
34.2 
7.0 
2.3 
8.3 
27.2 
10 
100 

8 

Size of Work Force 
51-100 
101-500 
501-1000 
1001-5000 
5000 and above 
Missing 
Total 

 
7 
76 
177 
39 
1 
1 
301 

 
2.3 
25.2 
58.9 
13 
.3 
.3 
100 

9 

Size of Internal Audit Unit 
< 5 staff 
5-10 staff 
10-15 staff 
15 staff and above 
Missing 
Total 

 
57 
196 
28 
7 
13 
301 

 
18.9 
65.1 
9.3 
2.3 
4.3 
100 
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Table 6.3 (Continued) 
S/No Item Frequency Percentage (%) 

10 

Reporting Level of Internal Auditor 
Chairman 
Others 
Total 

 
297 
4 
301 

 
98.7 
1.3 
100 

11 

Geopolitical Zone 
North-Central 
North-East 
North-West 
South-East 
South-West 
South-South 
Total 

 
57 
34 
61 
41 
59 
49 
301 

 
18.9 
11.3 
20.3 
13.6 
19.6 
16.3 
100 

 
 

Table 6.3 shows that 246 (81.7 percent) of the sampled population were male while 55 

(18.3 percent) of them were female. This shows that the position of head of internal 

audit is mostly held by males. This agrees with a previous study by Fatile, Adejuwon, 

and Kehinde (2011). Their study found that the Nigerian public service is male-

dominated with females occupying very junior positions. 

 

In terms of age of the respondents, 151 (50.2 percent) were between 41 and 50 age 

bracket, 86 (28.6 percent) were between 31 and 40 years age bracket, 45 (15 percent) 

were above 51 years and 17 (5.6 percent) were between age 21 and 30. Two (.7 percent) 

respondents did not provide information on their age bracket. On the whole, it shows 

respondents are within the active working age group. 

 

Concerning work experience of the sampled population, 196 (65.1 percent) had above 

10 years work experience, 60 (19.9 percent) had work experience between five and ten 

years, and 39 (13 percent) had between one and five years’ work experience. Six (2 

percent) did not provide information on their work experience. The results demonstrate 
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that respondents have the required knowledge of the local government having work 

with varying amount of experience. 

 

In terms of specific work experience in internal audit, 108 (35.9 percent) had between 

five and ten years work experience in internal audit, 117 (38 percent) had between one 

and five years’ work experience in internal audit, and 40 (13.3 percent) had 10 years 

and above experience in internal audit. Also, 25 (8.3 percent) of the sampled population 

had between one to five years’ experience in internal audit while 11 respondents did 

not provide information on their work experience in internal audit. The results show 

that most of the respondents have sufficient experience in internal audit within the local 

government.   

 

With respect of academic qualification, the majority had first-degree 194 (64.4 percent), 

90 (29.9 percent) had a masters degree, and 9 (3 percent) had doctorate degrees. Very 

few of the respondent had a diploma (1 percent) and 3 (1 percent) had other 

qualifications. Two respondents did not provide information on their educational 

qualification. This shows that most heads of internal audit have degrees. 

 

Concerning academic major, 198 (65.8 percent) had accounting major, 47 (15.6 

percent) in finance, 25 (8.3 percent) in auditing, 18 (6 percent) in economics, and 12 (4 

percent) in other fields. One respondent did not provide information on academic major. 

These results show that heads of internal audit in Nigerian local governments have 

varied areas of specialty with majority specializing in accounting and auditing. 
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With respect to professional certification, the majority of the heads of internal audit in 

Nigerian local governments had one form of professional certification or the other. 

Specifically, 103 (34.2 percent) had CNA, 33 (11 percent) had ACA, 21 (7 percent) had 

CPA, 7 (2.3 percent) CIA, 25 (8.3 percent) had professional certifications other than 

the ones specified. Also, 82 (27.2 percent) had no professional qualifications while 30 

(10 percent) of the respondents did not provide information on possessing any 

professional certification. From the results, it can be inferred that most heads of internal 

audit in the Nigerian local government councils have some form of professional 

qualifications. 

 

Regarding the size of the workforce in local governments, 177 (58.9 percent) had 

workforce between 501 and 1000, 76 (25.2 percent) had between 101 and 500, 39 (13 

percent) had workforce between 1001 and 5000, and 1 (.3 percent) had 5000 and above. 

One respondent did not provide information on the size of the workforce in his local 

government. This result shows how heavily staffed local governments in Nigeria are. 

This result agrees with Central Bank of Nigeria's (2012) statistics on local government 

total expenditure. In that report, recurrent expenditure as a percentage of total 

expenditure stands at 81.5 percent with personnel cost accounting for about 71percent 

of total recurrent expenditure.  

 

Regarding the size of internal audit unit, 196 (65.1 percent) had between 5 and 10 staff, 

28 (9.3 percent) had between 10 and 15 staff, 7 (2.3 percent) had 15 staff and above 

while 57 (18.9 percent) had less than five staff. Also, 13 (4.3 percent) respondents did 

not provide information on the size of the internal audit unit in their local governments. 
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The results indicated that majority of the internal audit units in Nigerian local 

governments had between 5 and 10 staff. 

 

With respect to the reporting level of the head of internal audit, 297 respondents (97.3 

percent) report to the local government chair. This shows that the heads of internal audit 

unit report directly to the local government chair. 

 

In terms of the geopolitical zone, respondents were spread across the geopolitical zones 

of the country. However, the North-East geopolitical zone had the least (11.3 percent) 

number of respondents. This may be due to the unrest the region is currently facing.  

 

6.2.4 Descriptive Statistics of Variables 

The descriptive statistics of the items and variables studied are shown in various 

subdivisions of Table 6.4. This consists of mean, variance, and standard deviation for 

all the variables. All items and variables were measured using five -point Likert scale. 
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Table 6.4a 
Descriptive Statistics for Local Government Performance 

 S/No Items Mean Std 
Dev 

Mini-
mum 

Maxi-
mum 

Financial 1 Current financial situation 
in my local government is 
acceptable 

2.27 1.30 1 5 

 2 Capital improvement 
plans are fully financed 

2.46 1.20 1 5 

 3 Able to maintain current 
employee salaries and 
benefits 

3.01 1.28 1 5 

 4 Local government has 
been able to roll over cash 
reserves from previous 
budget cycles 

2.53 1.17 1 5 

 5 Internal revenue 
generated from previous 
budget cycles is adequate 

2.54 1.17 1 5 

Non-
financial 

6 Overall productivity of 
local government 

2.90 .943 1 5 

 7 Quality of services 3.16 .886 1 5 
 8 Work performed in 

achieving set objectives 
3.07 .971 1 5 

 9 Procedures put in place to 
improve quality of 
services 

3.06 .972 1 5 

 

From Table 6.4a, the mean score of all items representing local government 

performance ranged from 2.27 to 3.16. The item one on financial situation had the least 

mean, while the item seven on quality of services had the highest mean. In all, the 

respondents were moderate in their responses with few items exceeding the midpoint. 

Furthermore, the descriptive statistics for items measuring internal audit quality are 

presented in Table 6.4b. 
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Table 6.4b 
Descriptive Statistics for Internal Audit Quality Items 

Dimension S/No Items Mean Std. 
Dev. 

Mini- 
mum 

Maxi- 
mum 

Competence 1 Relevant education 4.16 .964 1 5 
 2 Thorough knowledge 3.94 .947 1 5 
 3 Have professional certification 2.70 1.13 1 5 
 4 Regular training 3.31 1.15 1 5 
Quality of 
Work 

5 Completely determines work 
plans 

3.71 1.03 1 5 

 6 Covers all areas in audit plans 3.40 1.02 1 5 
 7 Regularly follows up on 

observations 
3.71 1.00 1 5 

 8 Ensure effective use of 
resources 

3.80 .988 1 5 

 9 Evaluates risks 3.78 .987 1 5 
Organizational 
independence 

10 Direct working relations with 
local government chair  

4.04 1.00 1 5 

 11 Approval before terminating 
job 

4.06 1.08 1 5 

 12 Free access to information 3.74 1.14 1 5 
 13 Can audit without restrictions 3.41 1.19 1 5 
Training and 
development 

14 Internal audit is preparation 
ground 

2.73 1.07 1 5 

 15 Internal audit unit is a stage in 
promotion process 

2.68 1.15 1 5 

 16 Exposure to career and 
development courses 

3.11 1.14 1 5 

 17 Defined career path 3.53 1.15 1 5 
Management 
support of 
internal audit 

18 Management aware of internal 
audit needs 

3.78 1.05 1 5 

 19 Provides support for internal 
audit training and development 

3.30 1.21 1 5 

 20 Have enough staff 3.10 1.22 1 5 
 21 Provides support for internal 

audit contribution to 
performance 

3.38 1.13 1 5 

 

Table 6.4b showed that the mean score for internal audit quality ranged from 2.70 to 

4.16 for competence, 3.40 to 3.80 for quality of work, 3.4 to 4.06 for organizational 

independence, 2.68 to 3.53 for training and development, and 3.10 to 3.78 for 

management support for internal audit. Generally, the mean score ranged from 2.68 

(internal audit is a stage in promotion process) to 4.16 (relevant education).  The results 

show high responses on the items.  
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Also, the descriptive statistics on items measuring effective internal controls are 

presented on Table 6.4c. 

 

Table 6.4c 
Descriptive Statistics for Effective Internal Control Items 
S/No Items Mean Std Dev Minimum Maximum 
1 Adheres strictly to laid down 

procedures 
3.73 1.12 1 5 

2 Management committed to 
ethics 

3.69 1.09 1 5 

3 Council executive sufficiently 
competent 

3.55 1.09 1 5 

4 Deviations from standard 
procedures are investigated 

3.37 1.18 1 5 

5 Risk assessment is carried out 
by executive 

3.28 1.16 1 5 

6 External auditors comments 
are promptly addressed 

3.68 1.15 1 5 

7 Follow up on 
recommendations is carried 
out 

3.77 .995 1 5 

8 Undertake periodic 
verification of records to 
safeguard assets 

3.91 .984 1 5 

 

From the results on Table 6.4c, the mean of the items is high and ranged from 3.28 to 

3.91. Item five on risk assessment had the least mean score while the item on periodic 

verification of assets had the highest mean score. Results indicated high responses to 

items as mean scores exceed the mid-point.  

 

In addition, Table 6.4d presents the descriptive statistics of items representing internal 

audit relationship with management and auditees.  
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Table 6.4d 
Descriptive Statistics for Internal Audit relationship with Management and Auditees 
S/No Items Mean Std Dev Minimum Maximum 
1 Internal audit has access to all 

local government records 
3.89 1.06 1 5 

2 Management and auditees are 
prepared prior to audit 

3.65 .997 1 5 

3 Maintain positive attitude 3.57 1.13 1 5 
4 Take responsibility for 

deficiencies identified 
3.58 1.02 1 5 

5 See internal audit as partners 3.71 1.12 1 5 
 

From Table 6.4d, the mean score of the items ranged from 3.57 to 3.89 with the item 

on internal audit access to all information having the highest mean score while the item 

on maintaining positive attitude had the least mean score. The results show high scores 

on the responses. Also, Table 6.4e presents the descriptive statistics of items 

representing internal audit and external audit collaboration. 

 

Table 6.4e 
Descriptive Statistics for Internal Audit and External Audit Collaboration 
S/No Items Mean Std Dev Minimum Maximum 
1 Collaborate on areas of audit 

coverage 
3.78 1.17 1 5 

2 Collaborate on work schedules 3.66 1.15 1 5 
3 Freely access each other's 

working papers 
3.55 1.11 1 5 

4 Freely exchange management 
letters 

3.66 1.12 1 5 

5 Collaboration increases 
efficiency of audit 

3.91 1.08 1 5 

6 Collaboration improves 
quality of local government 
performance information 

4.00 1.01 1 5 

 

The results in Table 6.4e showed that the least mean score was 3.55 while the highest 

was 4.00. Accordingly, the item on free access each other's working papers had the least 

mean score while the item on collaboration improves the quality of performance 
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information had the highest mean score. On the whole the results show high responses 

to items. 

 

Also, the descriptive statistics for corporate ethical culture items are shown in Table 

6.4f. The results showed that the mean score of the items ranged from 3.43 to 3.73 with 

the item on employees freely express their opinion having the least mean score while 

the item on top management sets good example having the highest mean score. From 

the results, it can be inferred that responses were high and well above average. 

 

Table 6.4f 
Descriptive Statistics for Corporate Ethical Culture 
S/No Items Mean Std Dev Minimum Maximum 
1 Top management sets good 

example 
3.73 1.07 1 5 

2 Information is available to enable 
staff to discharge their duties 

3.71 1.06 1 5 

3 Adequate checks are undertaken to 
detect unethical behaviour 

3.62 1.04 1 5 

4 Employees freely express their 
opinion 

3.53 1.03 1 5 

5 Unethical behaviour is viewed 
seriously 

3.58 1.08 1 5 

6 Disciplinary action is taken against 
unethical behaviour 

3.43 1.17 1 5 

 

Regarding strategic planning, the results of the descriptive statistics showed that the 

mean score of the items ranged from 3.49 to 4.14. The item on strategic planning 

supports achievement of goals had the highest mean score while the item on strategic 

planning is given top priority in my local government had the least score. This also 

showed well over average responses on items. 
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Table 6.4g 
Descriptive Statistics for Strategic Planning 
S/No Items Mean Std Dev Minimum Maximum 

1 Supports achievement of goals 4.14 .846 1 5 

2 Strategic planning process is 
efficient 

3.69 .959 1 5 

3 Plans are developed to support 
performance strategy 

3.76 .921 1 5 

4 Planning activities clearly 
documented 

3.75 .965 1 5 

5 Strategic planning is given top 
priority in my local government 

3.49 1.12 1 5 

6 Procedures are well understood by 
those responsible for 
implementation 

3.64 .956 1 
5 

 

Also, the descriptive statistics for items representing regulation showed that the mean 

score ranged from 3.75 to 3.99 (see Table 6.4h for details). The results allude to high 

responses on the items as scores were well above average. 

 
Table 6.4h 
Descriptive Statistics for Regulation 
S/No Items Mean Std Dev Minimum Maximum 
1 Promote fiscal health 3.89 1.10 1 5 
2 Local government functions well 

with government regulations 
3.90 .976 1 5 

3 Service delivery is effective by 
complying with regulation 

3.99 1.00 1 5 

4 Complying with regulations leads 
to efficient use of resources 

3.75 .983 1 5 

5 Regulations impact efficiency  and 
effectiveness of operations 

3.84 .981 1 5 

 

Concerning the items measuring top management commitment, the results of the 

descriptive statistics showed that the mean score ranged from 3.32 to 3.64 (see Table 

6.4i for details). Also, the results show that respondents had high level of perception of 

top management commitment. 
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Table 6.4i 
Descriptive Statistics for Top Management Commitment 
S/No Items Mean Std Dev Minimum Maximum 
1 Committed to improving quality of 

service 
3.60 1.07 1 5 

2 Searches for better ways of 
improving performance 

3.61 1.11 1 5 

3 Encourages employees to search 
for ways to contribute to 
performance 

3.64 1.03 1 5 

4 Implements areas of performance 
improvement identified by 
employees 

3.32 1.07 1 5 

5 Willing to put in effort beyond that 
normally expected to improve 
performance 

3.42 1.18 1 5 

 

Table 6.4j shows the results of the descriptive statistics on items measuring political 

interference. The results showed that item one had the least mean score of 2.81 while 

item three had the highest mean score of 3.76 (see Table 6.4j for details). The results 

indicate that respondent’s perception of political interference between moderate to high. 

 
 
Table 6.4j 
Descriptive Statistics for Political Interference  
S/No Items Mean Std Dev Minimum Maximum 
1 Important for policy direction 2.81 1.22 1 5 
2 Local initiative is limited 3.43 1.16 1 5 
3 Diverts local government goals 3.76 1.19 1 5 
4 Politicians outside my local 

government are involved in 
administration 

3.46 1.27 1 5 

5 Reversal of audit findings 3.09 1.31 1 5 
6 Providing incomplete information 

to justify an outcome 
3.17 1.28   

 

In addition, Table 6.4k showed the descriptive statistics of items representing strategic 

mission. The results indicated that the mean score ranged from 3.33 to 3.79 with items 

one and three having the highest and lowest scores respectively. The results show high 

responses to the items. 
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Table 6.4k 
Descriptive Statistics for Strategic Mission 
S/No Items Mean Std Dev Minimum Maximum 
1 Clear identification of service to 

communities 
3.79 1.05 1 5 

2 Clear description of local 
government goals 

3.56 1.08 1 5 

3 Mission statement promotes a 
sense of shared expectations 

3.33 1.07 1 5 

4 Promotes a favourable image to 
stakeholders 

3.53 1.00 1 5 

5 Generates better allocation of 
resources 

3.44 1.14 1 5 

 

Furthermore, summary descriptive statistics were generated for all the variables and 

this presented in Table 6.4l 

 

Table 6.4l 
Descriptive Statistics of Variables 

Variable Mean Variance Std. Deviation 
Local Government Performance 2.78 .553 .743 
Internal Audit Quality 3.51 .373 .611 
Effective Internal Controls 3.62 .565 .751 
Internal Audit Relations with Management 
and Auditees 

3.68 .676 .822 

Internal Audit and External Audit 
Collaboration 

3.76 .736 .856 

Corporate Ethical Culture 3.60 .646 .803 
Strategic Planning 3.75 .508 .712 
Regulations 3.87 .634 .795 
Top Management Commitment 3.52 .756 .869 
Political Interference 3.28 .586 .765 
Strategic Mission 3.53 .597 .772 

 

From Table 6.4l, the mean scores for all variables range from 2.78 to 3.87. The mean 

scores represent the level of effective internal controls, internal audit quality, top 

management commitment, strategic planning, strategic mission, internal audit 

relationship with management and auditees, corporate ethical culture, internal audit and 

external audit collaboration, regulations, political interference and performance of local 

governments in Nigeria. From the results, the level of most of the variables is moderate 
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to high with regulation having the highest mean score (3.87) while the level of 

performance is has the lowest mean score (2.78). The results also show that 

respondent’s opinion on performance was low. 

6.2.5 Missing Data 

According to Hair et al. (2010), conducting analysis with cases of missing data could 

produce erroneous results. Therefore, data collected for analysis were checked for 

missing data. In order to do this, the frequencies for data entries were obtained in SPSS. 

From the result, 41 missing data were discovered and grouped under each variable as 

shown in Table 6.5. 

  

Table 6.5 
Number and Percentage of Missing Data 

Constructs Number of Missing 
Data 

Local Government Performance 3 
Internal Audit Quality 13 
Effective Internal Controls 4 
Internal Audit Relations with Management and Auditees 2 
Internal audit and External Audit Collaboration 2 
Corporate Ethical Culture 3 
Strategic Planning 1 
Regulations 3 
Top Management Commitment 2 
Political Interference 4 
Strategic Mission 4 
Total 41 

Number of Data Points 
 Observed variables  82* 

301 respondents = 
24,682 

Percentage of Missing Data 41/24682 = .16 percent 
 

The 41 missing data represented .16 percent of total data entries (24,682). Even though 

the percentage of missing data is small, it could lead to erroneous results if not 

remedied. One way of treating missing data is through replacing them with mean values 
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(Hair et al., 2010). Thus, SPSS was used to replace missing data through "serial mean" 

(see Appendix C for details).  

6.2.6 Outliers 

Data were checked for outliers as part of the data cleaning process. According to 

Tabachnick and Fidell (2007) for sample size less than 1000, outliers are cases with 

standard residuals greater than ±3.3. Based on this, 8 cases with standard residuals 

greater than ±3.3 were identified. However, these cases were retained for further 

analysis using robust regression which suppresses the effect of outliers (Erceg-Hurn & 

Mirosevich, 2008). According to Hair et al. (2010), outliers should be retained where 

they portray a segment of the population and in order to ensure generalizability of 

findings. They also suggest that outliers be retained otherwise there is a "risk of 

improving the multivariate analysis" (p. 67).  Thus, regression was run normally and 

on robust to evaluate the influence of outliers. There were no differences between the 

results (see Table 6.22 for details).  

6.3 Multivariate Assumption Tests 

The multivariate assumption tests are conditions to be fulfilled in conducting multiple 

regression analysis. These tests include normality, linearity, homoscedasticity, and 

multicollinearity. 

6.3.1 Tests for Normality and Homoscedasticity 

Normality test was conducted on the data to assess whether there were deviations from 

the assumption. According to Hair et al. (2010), data for multiple regression analysis 

should be normally distributed. To test this, both statistical and graphical methods were 
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used. Firstly, skewness and kurtosis was generated for all variables of the study and 

Table 6.6 shows the results of the test. A rule of thumb for normal data is that skewness 

and kurtosis should not exceed ± 2.58 (Coakes & Steed, 2003; Hair et al., 2010). The 

results show that the variables of the study are normally distributed.  

 
 
Table 6.6 
Normality Test Results 

Variables Observations Skewness Kurtosis 

LGP 301 .457 -.138 
IAQ 301 -.774 1.180 
EICS 301 -.807 .395 
IAMA 301 -.793 .135 
IAEA 301 -1.212 1.600 
CC 301 -.553 -.267 
SP 301 -1.089 1.797 
GR 301 -1.443 2.54 
TMC 301 -.648 -.171 
PI 301 -.901 .484 
SM 301 -.525 -.175 
Note: LGP = Local Government Performance; IAQ = Internal Audit Quality; EICS = 
Effective Internal Controls; IAMA = Internal Audit relationship with Management 
and Auditees; IAEA = Internal Audit and External Audit Collaboration; CC = 
Corporate Ethical Culture; SP = Strategic Planning; GR = Regulations; TMC = Top 
Management Commitment; PI = Political Interference; SM = Strategic Mission.  
 

Furthermore, the graphical method used for assessing normality was the histogram, 

which showed the graph of a normal distribution curve (see Figure 6.1). This also 

showed that the data were normally distributed.  
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Figure 6.1  
Histogram Showing Normality of Data 
 
Furthermore, data were tested to assess the assumption of equal variance among the 

variables of the study. A Levene test of equality of variances was conducted. The results 

of Levene test is shown in Table 6.7.  

 

Table 6.7 
Test for Homogeneity of Variance 
Variables Levene Statistics df1 df2 Sig. 
Local Government Performance 2.376 3 295 .070 
Internal Audit Quality .565 3 295 .638 
Effective Internal Controls .197 3 295 .898 
Internal audit relations with 
Management and Auditees 1.548 3 295 .202 

Internal audit and external audit 
Collaboration .627 3 295 .598 

Corporate Ethical Culture .858 3 295 .463 
Strategic Planning 1.157 3 295 .326 
Regulations .648 3 295 .585 
Top Management commitment 1.602 3 295 .189 
Political interference  1.353 3 295 .257 
Strategic Mission  .972 3 295 .406 

 

 

The test showed that there was no serious issue from non-homogeneity of variance, as 

the results of the test were not significant (p > .05). Furthermore, a look at histogram, 
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normal p-p plot of residuals, and the scatter plot showed no issues with 

homoscedasticity of data (see Appendix C for the plots). However, in order to obtain 

robust estimates, regression analysis was conducted using the robust analysis function 

in Stata. The robust function was used in performing the regression analysis to correct 

any minor deviations from multivariate assumption of homoscedasticity of data (Erceg-

Hurn & Mirosevich, 2008).  Also, Hair et al. (2010) asserts that non-normality can have 

serious effects on samples fewer than 50 but for samples 200 and above, the impact of 

non-normality on results diminishes. Furthermore, Hair et al. (2010) suggest that 

remedying normality may not be needed due to sample size but is required for equality 

of variance. Therefore, the robust function in the Stata software was used for conducting 

multiple regression analysis to reduce the effects of extreme values that were retained 

in the analysis.  

6.3.2 Testing for Linearity 

This describes the relationship amongst variables. The Pearson product-moment 

correlation was used to test the relationship amongst the variables of the study. Table 

6.8 shows the correlations results among the variables of the study. 
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Table 6.8 
Correlations among Variables 
 LGP IAQ EICS IAMA IAEA CC SP GR TMC PI SM 
LGP 1           
IAQ .381** 1          
EICS .384** .635** 1         
IAMA .321** .671** .656** 1        
IAEA .119** .504** .374** .454** 1       
CC .298** .587** .576** .595** .545** 1      
SP .379** .659** .564** .552** .537** .713** 1     
GR .186** .452** .426** .388** .412** .565** .508** 1    
TMC .402** .659** .573** .569** .426** .654** .715** .489** 1   
PI -.161** .088 -.049 .023 .108** -.120** -.052 .209** -.042 1  
SM .217** .540 .428** .451** .492** .616** .651** .495** .546** -.013 1 

** Correlation is significant at 0.01 level (2-tailed). Note: LGP = Performance; IAQ = Internal Audit Quality; EICS = Effective Internal 
Controls; IAMA = Internal Audit relationship with Management and Auditees; IAEA = Internal Audit and External Audit Collaboration; CC = 
Corporate Ethical Culture; SP = Strategic Planning; GR = Regulations; TMC = Top Management Commitment; PI = Political Interference; SM 
= Strategic Mission.  
 

 



224 

 

 From the results shown in Table 6.8, it can be deduced that there exist a linear 

relationship among the variables of the study. Most of the variables are positively 

related. Also, Figure 6.2 shows the graph illustrating the relationship between the 

variables of this study.  

 

 
 
Figure 6.2  
Normal Probability Plot showing Linearity  
 

6.3.3 Multicollinearity Tests 

Multicollinearity test was examined using the variance inflation factor. This result was 

generated after running regression analysis. According to Hair et al. (2010), a VIF value 

of 10 and tolerance level of .10 is considered the cutoff point beyond which serious 

issues of multicollinearity exists. The result of multicollinearity test is shown in Table 

6.9.  
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Table 6.9 
Collinearity Statistics of Variables 

Variable Variance Inflation Factor 
(VIF) 

Tolerance 
(1/VIF) 

Internal Audit Quality 2.75 .363 
Effective Internal Controls 2.19 .457 
Internal audit relations with 
Management and Auditees 2.34 .427 

Internal audit and external audit 
Collaboration 1.67 .597 

Corporate Ethical Culture 3.03 .330 
Strategic Planning 3.14 .318 
Regulations 1.80 .556 
Top Management commitment 2.58 .388 
Political interference 1.22 .818 
Strategic Mission 2.02 .496 
Mean VIF                      2.27 
a. Dependent variable: Local Government Performance 

 

From Table 6.9, there was no problem of multicollinearity as VIF and tolerance values 

for all variables were less than the cutoff point of 10 and .10 respectively. Also, the 

overall mean VIF (2.27) is less than 10, indicating that there were no issues regarding 

multicollinearity. 

6.4 Exploratory Factor Analysis 

6.4.1 Factor Analysis 

Exploratory factor analysis describes the steps involved in examining the structure of 

variables in a study and it is also a data reduction technique to help streamline variables 

to a manageable number (Kumar et al., 2013; Hair et al., 2010). Factor analysis can be 

confirmatory where prior theoretical knowledge of the data structure exist or 

exploratory where previous knowledge of the data structure are not clear (Hair et al., 

2010). Thus, the exploratory factor analysis can be used to determine the structure of 

variables of a study. In this study exploratory factor analysis was used to determine the 
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structure of the variables and as a data reduction technique to streamline variables into 

fewer ones that adequately represents the construct. In essence, Hair et al. (2010) asserts 

that the main purposes of exploratory factor analysis are reduction and summarization 

of data.   

 

In order to perform exploratory factor analysis, Hair et al. (2010) suggest a sample size 

above 100 or five times as many cases as the variables number. However, McCollum 

et al. (1999) as cited by Kumar et al. (2013) suggest sample sizes differ across studies. 

As a guide to sample size required, Kumar et al. (2013) suggest the following: with 

communalities >.60, a sample size below 100 is adequate; with communalities at .50, a 

sample size between 100 to 200 is appropriate; a sample of above 100 is required where 

communalities are < .50 but with high factor loadings; a sample 300 and above is 

required where communalities are low with factor loadings on few items; and a sample 

size above 500 is required where both communalities and factors are low. Thus, with a 

sample size of 301, this study satisfies all requirements for exploratory factor analysis.  

 

In order to assess the appropriateness of exploratory factor analysis and to successfully 

conduct this test certain criteria should be met. First of all, appropriateness of 

exploratory factor analysis can be assessed using three measures as suggested by Hair 

et al. (2010): correlations among items should be above .30, Barletts test of Sphericity 

must be significant, and the measure of sampling adequacy should be above.50. Once 

appropriateness of exploratory factor analysis has been established, factor analysis is 

then applied to assess the structure of the variables. Two methods are commonly used 

for extracting factors: common factor analysis and principal component analysis. In this 

study, the principal component analysis was performed because it focuses on the 
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minimum number of factors that accounts for the most variance in the variables and 

whose specific or unique variance portray a small fraction of the variance in the variable 

(Hair et al. (2010). Also, in terms of factor rotation method, the orthogonal Varimax 

rotation was used because it gives a better delineation of factors (Hair et al., 2010). The 

number of factors to retain are determined by the total variance explained and 

eigenvalues. The general guidelines for principal component analysis are shown on 

Table 6.10.  

 

Table 6.10 
Tests and Criteria for Assessing Validity 

Tests for Validity Assessment Criteria 

Intercorrelations > .30 

Kaiser-Meyer-Olkin (KMO) > .50 

Barlett's test of Sphericity < .05 

Measures of sample adequacy (MSA) > .50 

Anti-image > .50 

Communalities > .50 

Factor loading (component matrix) > .50 

Total variance explained > 60 percent 

Eigenvalues > 1 

Source: Hair et al. (2010) 

 

Once factor analysis was completed, reliability analysis was performed on the 

remaining variables. Reliability is the degree to which items consistently generate 

similar results when the study is replicated using same measures (Kumar et al., 2013; 

Piaw, 2012). It is an assessment of the internal consistency of items measuring a 

variable. Reliability of the items measuring the variables was assessed through 

Cronbach's Alpha values, which according to Sekaran and Bougie (2013) should be 

greater than .60.  
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6.4.2 Factor Analysis on Local Government Performance 

Principal component analysis was performed on the scales measuring local government 

performance. Table 6.11 shows the result of the factor loadings, uniqueness, 

communalities, Eigenvalues and variance explained by extracted components. 

 

Table 6.11a 
VARIMAX-Rotated Factor Loadings for Local Government Performance 

 
Full set of Scales 

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1 - Uniqueness) 1 2 
FP1 .848  .275 .725 
FP2 .829  .268 .732 
FP3* .672  .537 .463 
FP4 .743  .382 .618 
FP5 .720  .343 .657 
NFP1  .752 .407 .593 
NFP2  .826 .289 .711 
NFP3  .677 .480 .520 
NFP4  .749 .425 .575 
   Total 
Eigenvalues 4.085 1.504 5.589 
Variance 
Explained 45.39 16.72 62.11 

KMO =.806 , Bartlett's Test of Sphericity/Approx. Chi-Square = 1165.250, df = 
36, Sig. = .000 

Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis. * To be deleted 
for Communality < .50 
 

From the results in Table 6.11a, the principal component analysis (PCA) performed on 

local government performance with a total of 9 scales indicated that the construct was 

factorable. A two-factor solution was extracted from the first iteration. The KMO was 

.806, which is greater than the benchmark of .50 for overall KMO and Bartlett's Test of 

Sphericity was significant at <.001. From the output, two factors were extracted with 

Eigenvalues of 4.085 and 1.504 respectively with total variance explained of 

61.11percent. Also, scales FP1 and NFP2 had the highest loadings and communalities 
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on each factor.  Furthermore, scale FP3 had the least loading (.672) and communality 

(.463) and was deleted from the scale for having communality less than .50. 

 

After deleting scale FP3, another PCA was performed and the results are presented in 

Table 6.11b. From the second iteration, a two-factor solution was extracted with an 

overall KMO of .789 and Bartlett's Test of Sphericity was still significant at <.001. 

Scale FP1 had the highest loading (.881) while scale FP4 had the least loading (.730). 

Scale FP2 had the highest communality (.780) while scale NF3 had the least 

communality (.513). Eigenvalues extracted from the two components were > 1 and total 

variance explained by the construct was 65.44 percent (see Table 6.11b for details).  

 
Table 6.11b 
VARIMAX-Rotated Factor Loadings for Local Government Performance 
 
Reduced set of 
Scales 
 (FP3 deleted) 

VARIMAX-ROTATED 
LOADINGS 

Factor 

 
 

Uniqueness 

 
 

Communality 
(1 - Uniqueness) 1 2 

FP1 .881  .221 .779 
FP2 .863  .220 .780 
FP4 .730  .400 .600 
FP5 .742  .321 .679 
NFP1  .765 .393 .607 
NFP2  .822 .289 .711 
NFP3  .662 .487 .513 
NFP4  .744 .429 .571 
   Total 
Eigenvalues 3.807 1.427 5.234 
Variance 
Explained 47.590 17.850 65.440 

KMO =.789, Bartlett's Test of Sphericity/Approx. Chi-Square = 1060.60, df = 
28, Sig. = .000 

Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis. 
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6.4.3 Factor Analysis on Internal Audit Quality 

To ascertain the underlying structure of the scales measuring internal audit quality, a 

PCA was performed and the results are shown in Table 6.12. Tables 6.12a and 6.12b 

show the components extracted, factor loadings and communalities for the scales. 
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Table 6.12a 
VARIMAX-Rotated Factor Loadings for Internal Audit Quality 

 
Full set of Scales 

VARIMAX-ROTATED LOADINGS 
Factor  

Uniqueness 

 
Communality  

(1-Uniqueness) 1 2 3 4 5 6 
C1 .689      .312 .688 
C2 .762      .292 .708 
OID1* .563      .559 .441 
OID2 .820      .312 .688 
CD4*  .643     .501 .499 
MS1  .641     .377 .623 
MS2  .602     .296 .704 
MS3*  .478     .519 .481 
MS4  .630     .296 .704 
QWKI   .712    .384 .616 
QWK2   .544    .376 .624 
QWK3   .562    .436 .564 
QWK4   .600    .382 .618 
QWK5   .544    .468 .532 
C3*    .562   .509 .491 
C4    .758   .281 .719 
CD3    .695   .349 .651 
OID3     .716  .278 .722 
OID4     .786  .239 .761 
CD1      .809 .210 .790 
CD2      .808 .229 .771 
      Total 
Eigenvalues 6.795 1.976 1.298 1.263 1.052 1.003 13.387 
Variance Explained 32.360 9.410 6.180 6.020 5.010 4.780 63.760 
KMO = .866, Bartlett's Test of Sphericity/Approx. Chi-Square =  2422.65, df = 210 , Sig. = .000 

Note. Loadings < .50 were not reported and variables were sorted based on loadings on each factor. Extraction Method = Principal Component Analysis. * To 
be deleted for Communality and loadings < .50
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From Table 6.12a, six components were extracted from the first iteration. KMO was 

.866 and Barlett's test of Sphericity was significant, indicating that the construct was 

factorable. Eigenvalues of the 6 components were > 1 and total variance explained was 

63.760 percent. Scale OID1 had the highest loading (.820) while MS3 had the lowest 

loading (.478). Also, CD1 had the highest communality (.790) and OID1 had the least 

communality (.441). However, due to loadings and communality <.50, scales MS3, 

OID1, CD4, and C3 were deleted. 

 

After deleting scales MS3, OID1, CD4, and C3, another PCA was performed on the 

remaining scales. From the second iteration, 5 components were extracted with an 

overall KMO of .853 and Barlett's test of Sphericity was still significant. Also, 

Eigenvalues were > 1 and total variance explained was 65.69 percent. In terms of 

loadings and communality, scale CD2 had the highest loading (.839) while scale MS1 

had the least loading (.523) and scale CD2 had the highest communality while scale 

QWK1 had the least communality. The results of the second iteration are shown in 

Table 6.12b.  
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Table 6.12b 
VARIMAX-Rotated Factor Loadings for Internal Audit Quality 
 
Reduced set of Scales 
(Oid1, Cd2, Ms3, C3 
deleted) 

VARIMAX-ROTATED LOADINGS 
Factor  

Uniqueness 

 
Communality  
(1-Uniqueness) 1 2 3 4 5 

C1 .694     .291 .709 
C2 .772     .270 .730 
OID2 .818     .318 .682 
QWKI  .625    .491 .509 
QWK2  .615    .378 .622 
QWK3  .590    .434 .566 
QWK4  .616    .398 .602 
QWK5  .579    .452 .548 
OID3   .562   .434 .566 
OID4   .789   .292 .708 
MS1   .523   .478 .522 
MS2   .710   .320 .680 
MS3   .616   .311 .689 
C4    .794  .248 .752 
CD3    .735  .270 .730 
CD1     .807 .232 .768 
CD2     .839 .210 .790 
      Total 
Eigenvalues 5.914 1.824 1.257 1.144 1.027 11.166 
Variance Explained 16.010 15.400 14.990 9.680 9.610 65.690 
KMO = .853, Bartlett's Test of Sphericity/Approx. Chi-Square =  1983.10, df = 136 , Sig. = .000 

Note. Loadings < .50 were not reported and variables were sorted based on loadings on each factor. Extraction Method = Principal Component 
Analysis.
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6.4.4 Factor Analysis on Effective Internal Controls 

In order to assess the underlying structure of the scales measuring effective internal 

controls, a principal component analysis was performed. Table 6.13a shows the results 

of the factor loadings, uniqueness, communalities, and number of components 

extracted. 

 

Table 6.13a 
VARIMAX-Rotated Factor Loadings Effective Internal Controls 

 
Full set of 
Scales 

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 
EICS1 .736 .458 .542 
EICS2 .744 .447 .553 
EICS3* .506 .744 .256 
EICS4 .737 .457 .543 
EICS5* .589 .652 .348 
EICS6 .788 .379 .621 
EICS7* .632 .601 .399 
EICS8* .698 .512 .488 
   
Eigenvalues 3.75  
Variance 
Explained 46.87  

KMO = .872 , Bartlett's Test of Sphericity/Approx. Chi-Square =  741.85, df = 28 
, Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis. *To be deleted 
for Communality < .5
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The results from the PCA performed on the eight-scale effective internal controls 

showed the factorability of the construct, with a KMO of .872, which exceeds the 

benchmark of .50 for overall KMO. Barlett's Test of Sphericity was significant at <.001. 

A single factor solution was extracted from the first iteration with Eigenvalues of 3.75 

and total variance explained of 46.87 percent which were below the acceptable standard 

of .60 and above. An inspection of factor loadings showed that all the scales had 

loadings >.50 with EICS6 having the highest loading (.788) while EICS3 had the least 

loading (.506). In terms of communalities, EICS1, EICS2, EICS4, and EICS6 had 

communalities >.50 while EICS3, EICS5, EICS7, and EICS8 had communalities <.50, 

thus, making them cases for deletion (see Table 6.13a). 

 

After deleting EICS3, EICS5, EICS7, and EICS8, another PCA was conducted on the 

remaining scales and the results are presented in Table 6.13b. From the second iteration, 

KMO was .765 and Bartlett's Test of Sphericity was still significant at <.001. Scale 

EICS6 had the highest loading (.831) while scale EICS4 had the least loading (.745). 

Scale EICS6 had the highest communality (.691) while EICS4 had the least 

communality (.555). The component extracted had Eigenvalues > 1 and total variance 

explained in the construct of 63.590 percent (see Table 6.13b for details). 
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Table 6.13b 
VARIMAX-Rotated Factor Loadings Effective Internal Controls 
 
Reduced set 
of Scales 
(EICS3, 5,    
7 & 8 
deleted) 

VARIMAX-ROTATED 
LOADINGS 

Factor  
Uniqueness 

 
Communality 

(1- Uniqueness)  
1 

EICS1 .795 .368 .632 
EICS2 .816 .334 .666 
EICS4 .745 .445 .555 
EICS6 .831 .309 .691 
   
Eigenvalues 2.543  
Variance 
Explained 63.590  

KMO = .765 , Bartlett's Test of Sphericity/Approx. Chi-Square =  396.24, df = 6 , 
Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis 
 
 

6.4.5 Factor Analysis on Institutional Context Factors 

This section presents factor analysis performed to examine the underlying structure of 

institutional context factors. These factors include: internal audit relationship with 

management and auditees, internal audit and external audit collaboration, corporate 

ethical culture, strategic planning, regulations, top management commitment, political 

interference, and strategic mission. 

6.4.5.1 Factor Analysis on Internal Audit Relationship with Management and 

Auditees 

In order to ascertain the underlying structure of the scales measuring internal audit 

relationship with management and auditees, a principal component analysis was 

performed. Table 6.14 shows the results of the factor loadings, uniqueness, 

communalities, and the number of components extracted. 
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Table 6.14a 
VARIMAX-Rotated Factor Loadings for Internal Audit Relationship with 
Management and Auditees 

 
Full set of 
Scales 

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 
IAMA1 .803 .355 .645 
IAMA2* .654 .572 .428 
IAMA3 .819 .329 .671 
IAMA4 .745 .446 .554 
IAMA5 .807 .348 .652 
  Total 
Eigenvalues 2.949 2.949 
Variance 
Explained 58.990 58.990 

KMO = .829 , Bartlett's Test of Sphericity/Approx. Chi-Square =  513.070, df = 
10 , Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis. *To be deleted 
for Communality < .50 
 

From the PCA performed on the 5 scales measuring internal audit relationship with 

management and auditees, it showed that the construct was factorable. From the first 

iteration, a one-factor solution was extracted with an overall KMO of .829 and Bartlett's 

Test of Sphericity was significant at <.001. In terms of the factor extracted, IAMA3 had 

the highest loading and communality of .819 and .671 respectively. Also, IAMA2 had 

the least loading of .654 and communality < .50, making it a candidate for deletion. The 

component extracted had an Eigenvalue of 2.949 and total variance explained in the 

construct was 58.990 percent which falls below the standard of 60 percent and above. 

Thus, IAMA2 was deleted to improve the scale. 

 

After deleting Iama2, another PCA was performed on the remaining 4 scales and the 

results are shown in Table 6.14b. The second iteration yielded a one-factor solution 

with an overall KMO of .800 and Bartlett's Test of Sphericity was still significant at < 

.001. Also, IAMA5 had the highest loading communality of .824 and .679 respectively. 
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Iama4 had the least loading and communality of .787 and .619 which exceeds the 

standard of .50 for both loading and communality. The component extracted had an 

Eigenvalue of 2.619 and 65.550 percent total variance explained in the construct (see 

Table 6.14b for details). 

 

Table 6.14b 
VARIMAX-Rotated Factor Loadings on Internal Audit Relationship with Management 
and Auditees 
Reduce set 
of Scales 
(IAMA2 
deleted) 

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 
IAMA1 .801 .359 .641 
IAMA3 .825 .319 .681 
IAMA4 .787 .381 .619 
IAMA5 .824 .321 .679 
  Total 
Eigenvalues 2.619 2.619 
Variance 
Explained 65.550 65.550 

KMO = .800 , Bartlett's Test of Sphericity/Approx. Chi-Square =  416.400, df = 6 
, Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis.  
 

6.4.5.2 Factor Analysis on Internal Audit and External Audit Collaboration 

Principal component analysis was performed on the scales measuring internal audit and 

external audit collaboration. Table 6.15 shows the result of the factor loadings, 

uniqueness, communalities, Eigenvalues and variance explained by extracted 

component. 
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Table 6.15a 
VARIMAX-Rotated Factor Loadings on Internal Audit and External Audit 
Collaboration 

Full set of 
Scales 

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 
IAEA1 .803 .355 .645 
IAEA2 .837 .299 .701 
IAEA3 .723 .478 .522 
IAEA4 .746 .444 .556 
IAEA5 .803 .355 .645 
IAEA6* .714 .489 .511 
  Total 
Eigenvalues 3.589 3.589 
Variance 
Explained 59.660 59.660 

KMO = .828, Bartlett's Test of Sphericity/Approx. Chi-Square =  826.520, df = 
15 , Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis. *To be deleted 
for least Communality in order to improve Variance Explained. 
 

The results showed that the construct was factorable yielding a one-factor solution with 

a KMO of .828 and Bartlett's Test of Sphericity was significant at < .001. Scale IAEA2 

had the highest loading and communality of .837 and .701 respectively. Scale IAEA6 

had the least loading and communality of .714 and .511 respectively. The component 

extracted had an Eigenvalue of 3.589 and a total variance explained in the construct of 

59.660 percent which is less than the standard of 60 percent. In order to improve the 

variance explained, IAEA6 which had the least communality was a subject for deletion 

(see Table 6.15a for details).  

 

After deleting scale IAEA6, another PCA was performed on the remaining 5 scales and 

the results are presented in Table 6.15b. The result of the second iteration also extracted 

a one-factor solution with a KMO of .803 and Bartlett's Test of Sphericity was still 

significant at <.001. In terms of loadings and communalities, scale IAEA2 had the 
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highest loading and communality of .856 and .732 respectively while scale IAEA3 had 

the least loading and communality. Also, the Eigenvalue of the component was 3.153 

and total variance explained of 63.060 percent (see Table 6.15b for details). 

                                 

Table 6.15b 
VARIMAX-Rotated Factor Loadings on Internal Audit and External Audit 
Collaboration 
Reduced set 
of Scales 
(Iaea6 
deleted) 

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 
IAEA1 .821 .326 .674 
IAEA2 .856 .268 .732 
IAEA3 .755 .430 .570 
IAEA4 .762 .420 .580 
IAEA5 .772 .403 .597 
  Total 
Eigenvalues 3.153 3.153 
Variance 
Explained 63.060 63.060 

KMO = .803, Bartlett's Test of Sphericity/Approx. Chi-Square =  661.220, df = 
10 , Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis.  
                                                                                                             

6.4.5.3 Factor Analysis on Corporate Ethical Culture 

Principal component analysis was performed on the scales measuring corporate ethical 

culture. Table 6.16 shows the result of the factor loadings, uniqueness, communalities, 

Eigenvalues and variance explained by extracted component. 
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Table 6.16a 
VARIMAX-Rotated Factor Loadings Corporate Ethical Culture 

 
Full set of 
Scales 

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 
CC1 .726 .473 .527 
CC2 .717 .486 .514 
CC3 .764 .417 .583 
CC4* .695 .518 .482 
CC5 .789 .378 .622 
CC6 .773 .403 .597 
  Total 
Eigenvalues 3.325 3.325 
Variance 
Explained 55.420 55.420 

KMO = .839 , Bartlett's Test of Sphericity/Approx. Chi-Square =  625.460, df = 
15 , Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis. *To be deleted 
for Communality < .50 
 

The PCA performed on the 6 scales measuring corporate ethical culture showed the 

construct was factorable with a KMO of .839 and Bartlett's Test of Sphericity was 

significant at < .001. From the first iteration, CC5 had the highest loading and 

communality of .789 and .622 respectively while CC4 had the least loading and 

communality. In terms of communalities, all the 6 scales had > .50 communality except 

for scales CC4 that had .482 which made it a subject for deletion (see Table 6.16a for 

details). Furthermore, the component had Eigenvalue > 1 and total variance explained 

in the construct of 55.420 percent which is below the standard of 60 percent and above. 

 

After deleting CC4, the 5 scales left were subjected to another PCA and the results are 

presented in Table 6.16b. From the second iteration, a one-factor solution was extracted 

with KMO of .804 and Bartlett's Test of Sphericity was still significant at <.001. Scale 

CC5 had the highest loading and communality of .794 and .631 respectively while scale 

CC1 had the least loading and communality of .729 and .531 in that order. Furthermore, 
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the component extracted had an Eigenvalue of 2.932 and total variance explained in the 

construct of 58.630 percent which is less than the standard of 60 percent. In order to 

improve the variance explained, CC1 with the least communality was deleted (see Table 

6.16b for details). 

  

Table 6.16b 
VARIMAX-Rotated Factor Loadings Corporate Ethical Culture 
 
Reduced set of 
Scales (Cc4 
deleted) 

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 
CC1* .729 .469 .531 
CC2 .747 .441 .559 
CC3 .794 .370 .630 
CC5 .794 .369 .631 
CC6 .763 .418 .582 
  Total 
Eigenvalues 2.932 2.932 
Variance 
Explained 58.630 58.630 

KMO = .804 , Bartlett's Test of Sphericity/Approx. Chi-Square =  500.270, df = 
10 , Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis. *To be deleted 
for least Communality in order to improve Variance Explained. 
 

After deleting scale CC1, the four scales remaining were subjected to another PCA and 

the results are presented in Table 6.16c. From the results of the third iteration, a one-

factor solution was extracted with a KMO of .735 and Bartlett's Test of Sphericity was 

still significant at < .001. Scale CC3 had the highest loading and communality of .818 

and .669 respectively while scale CC2 had the least loading and communality of .753 

and .567. Also, the component had an Eigenvalue of 2.504 and a total variance 

explained in the construct of 62.610 percent, thus, all standards were attained by the 

construct (see Table 6.16c for details). 
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Table 6.16c 
VARIMAX-Rotated Factor Loadings Corporate Ethical Culture 
 
Reduced set of 
Scales (Cc1 
deleted) 

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 
Cc2 .753 .433 .567 
Cc3 .818 .331 .669 
Cc5 .809 .345 .655 
Cc6 .784 .386 .614 
  Total 
Eigenvalues 2.504 2.505 
Variance 
Explained 62.610 62.610 

KMO = .735 , Bartlett's Test of Sphericity/Approx. Chi-Square =  378.910, df = 6 
, Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis.  
 

6.4.5.4 Factor Analysis on Strategic Planning 

In order to ascertain the underlying structure of the scales measuring strategic planning, 

a principal component analysis was performed. Table 6.17 shows the results of the 

factor loadings, uniqueness, communalities, and the number of components extracted. 
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Table 6.17a 
VARIMAX-Rotated Factor Loadings for Strategic Planning 

 
Full set of 
Scales 

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 
SP1* .560 .686 .314 
SP2 .754 .432 .568 
SP3 .782 .388 .612 
SP4 .779 .394 .606 
SP5 .801 .358 .642 
SP6 .730 .467 .532 
  Total 
Eigenvalues 3.275 3.275 
Variance 
Explained 54.581 54.580 

KMO = .851 , Bartlett's Test of Sphericity/Approx. Chi-Square =  612.570, df = 
15 , Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis. *To be deleted 
for Communality < .50 
 

The results of the PCA performed strategic planning with a total of 6 scales showed the 

construct was factorable, with a KMO of .851 and Bartlett's Test of Sphericity was 

significant at < .001. From the first iteration, a one-factor solution was extracted with 

an Eigenvalue of 3.275. Also, from the factor extracted, scale SP5 had the highest 

loading and communality of .801 and .642 respectively. Scale SP1 had the least loading 

and communality of .560 and .314 respectively. Thus, SP1 became a candidate for 

deletion with communality <.50. Also, the total variance explained in the construct was 

54.580 percent which is below the acceptable standard of .60 and above. 

 

After deleting scale SP1, another PCA was performed on the remaining five scales and 

the results are shown in Table 6.17b. The second iteration also extracted a one-factor 

solution with an overall KMO of .847 and Bartlett's Test of Sphericity was still 

significant at <.001. Scale SP5 had the highest loading and communality of .828 and 

.686 respectively. Scale SP6 had the least loading and communality of .730 and .553 in 



245 

 

that order. The component extracted had an Eigenvalue of 3.034 and total variance 

explained in the construct was 60.690 percent greater than the standard of .60. 

 
 
Table 6.17b 
VARIMAX-Rotated Factor Loadings Strategic Planning 
Reduced set 
of  
Scales (Sp1  
Deleted) 

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 
SP2 .747 .442 .558 
SP3 .788 .379 .621 
SP4 .797 .365 .635 
SP5 .828 .314 .686 
SP6 .730 .467 .533 
  Total 
Eigenvalues 3.034 3.034 
Variance 
Explained 60.690 60.690 

KMO = .847 , Bartlett's Test of Sphericity/Approx. Chi-Square =  539.700, df = 
10 , Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis.  
 

6.4.5.5 Factor Analysis on Regulations 

Principal component analysis was performed on the 5 scales measuring regulations and 

the results are presented in Table 6.18a. Table 6.18a shows the result of the factor 

loadings, uniqueness, communalities, Eigenvalues and variance explained by extracted 

components. 
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Table 6.18a 
VARIMAX-Rotated Factor Loadings on Regulations 

 
Full set of 
Scales  

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 
GR1* .706 .502 .498 
GR2 .816 .335 .665 
GR3 .843 .289 .711 
GR4 .766 .413 .587 
GR5 .788 .378 .622 
  Total 
Eigenvalues 3.084 3.084 
Variance 
Explained 61.670 61.670 

KMO = .819, Bartlett's Test of Sphericity/Approx. Chi-Square =  611.950, df = 
10 , Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis. *To be deleted 
for Communality < .50 
 

The results of the PCA performed on the 5 scales measuring regulation showed the 

construct was factorable with a KMO of .819 and Bartlett's Test of Sphericity was 

significant at < .001.  From the first iteration, a one-factor solution was extracted with 

the component having an Eigenvalue of 3.084 and variance explained in the construct 

of 61.670 percent. These exceeded the standard of > 1 and 60 percent for Eigenvalue 

and total variance explained respectively. Also, scale GR3 had the highest loading and 

communality of .843 and .711 respectively. Scale GR1 had the least loading (.706) and 

communality (.498). An examination of communalities showed that GR1 had 

communality < .50, which is the standard, thus, making it a subject for deletion. 

 

After deleting GR1, the remaining scales were subjected to another PCA and the results 

are presented in Table 6.18b. A one-factor solution was also extracted from the second 

iteration with KMO .804. The Bartlett's Test of Sphericity was significant at < .001. 

Scale GR3 had the highest loading and communality of .857 and .734 respectively. 
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Scale GR2 had the least loading (.780) and communality (.608). Also, the component 

had an Eigenvalue > 1 and a total variance explained in the construct of 67.130 percent 

(see Table 6.18b for details). 

 

Table 6.18b 
VARIMAX-Rotated Factor Loadings on Regulations 
 
Reduced set of 
Scales (Gr1 
deleted)  

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 
GR2 .780 .392 .608 
GR3 .857 .266 .734 
GR4 .812 .341 .659 
GR5 .828 .315 .685 
  Total 
Eigenvalues 2.685 2.685 
Variance 
Explained 67.130 67.130 

KMO = .804, Bartlett's Test of Sphericity/Approx. Chi-Square =  458.370, df = 6 
, Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis.  
                                                                                                               

6.4.5.6 Factor Analysis on Top Management Commitment  

To ascertain the underlying structure of the scales measuring top management 

commitment to performance, a PCA was performed and the results are shown in 

Table 6.19. 
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Table 6.19 
VARIMAX-Rotated Factor Loadings to Top Management Commitment 

 
Full set of 
Scales 

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 
TMC1 .721 .480 .520 
TMC2 .816 .334 .666 
TMC3 .859 .263 .737 
TMC4 .802 .357 .643 
TMC5 .767 .412 .588 
  Total 
Eigenvalues 3.154 3.154 
Variance 
Explained 63.080 63.080 

KMO = .824 , Bartlett's Test of Sphericity/Approx. Chi-Square =  638.890, df = 
10 , Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis.  
 

From the principal component analysis performed on top management commitment 

with a total of 5 scales showed the construct was factorable, with KMO of .824 which 

exceeds the threshold of .50 and Bartlett's Test of Sphericity was significant at <.001. 

From the iteration, a one-factor solution was extracted with an Eigenvalue of 3.154. 

From the component, scale TMC3 had the highest loading and communality of .859 

and .737 respectively. Scale TMC1 had the least loading and communality of .721 and 

.520 respectively. Also, the one component had a total variance in the construct of 

63.080 percent. 

6.4.5.7 Factor Analysis on Political Interference 

Principal component analysis was performed on the scales measuring political 

interference.  Table 6.20 shows the factor loadings, Eigenvalues, uniqueness and 

communalities, and variance explained by the component extracted.  
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Table 6.20 
VARIMAX-Rotated Factor Loadings on Political Interference 

 
Full set of 
Scales  

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 2 
PI4 .782  .301 .699 
PI5 .799  .361 .639 
PI6 .754  .428 .572 
PI1  .659 .359 .641 
PI2  .754 .328 .672 
PI3  .577 .359 .641 
   Total 
Eigenvalues 2.667 1.196 3.863 
Variance 
Explained 44.440 19.940 64.380 

KMO = .738, Bartlett's Test of Sphericity/Approx. Chi-Square =  453.350, df = 
15 , Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis.  
 

The results from the PCA performed 6 scales measuring political interference showed 

that the construct was factorable with a KMO of .738. The Bartlett's Test of Sphericity 

was significant at <.001 and a two-factor solution were extracted. The two components 

extracted had Eigenvalues 2.667 and 1.196 respectively. Scale PI5 had the highest 

loading (.799) and scale PI4 had the highest communality (.699) while scale PI3 had 

the least loading (.577) and scale PI6 had the least communality (.572). Component 1 

had a variance explained of 44.440 percent while component 2 had a variance explained 

of 19.940 percent. On the whole, both components had a total variance explained in the 

construct of 64.380 percent. 
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6.4.5.8 Factor Analysis on Strategic Mission 

To ascertain the underlying structure of the scales measuring strategic mission, a PCA 

was performed and the results are shown in Table 6.21a. The table shows the factor 

loadings, uniqueness, communalities, and the number of components extracted. 

 

Table 6.21a 
VARIMAX-Rotated Factor Loadings for Strategic Mission 

 
Full set of 
Scales 

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 
SM1* .682 .535 .465 
SM2 .784 .386 .614 
SM3 .787 .381 .619 
SM4* .692 .521 .479 
SM5* .639 .592 .408 
  Total 
Eigenvalues 2.586 2.586 
Variance 
Explained 51.714 51.710 

KMO = .748 , Bartlett's Test of Sphericity/Approx. Chi-Square =  386.470, df = 
10 , Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis. *To be deleted 
for Communality < .50 
 

From the PCA performed on the 5 scales measuring strategic mission, the results 

showed the construct was factorable. The first iteration yielded a one-factor solution 

with a KMO of .748, which is above the acceptable standard of .50, and Bartlett's Test 

of Sphericity was significant at <.001. From the factor extracted, scale SM3 had the 

highest loading and communality of .787 and .619 respectively. Scale SM5 had the least 

loading and communality of .639 and .408 respectively. Furthermore, an inspection of 

communalities showed that scales SM1, SM4 and SM5 failed to reach the acceptable 

standard of .50 and were candidates for deletion. Also, Eigenvalue was > 1 and total 
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variance in the construct was 51.710 percent which is below the acceptable standard of 

60 percent. 

 

These scales SM1, SM4 and SM5 were deleted one after the other beginning with the 

scale with the least communality to see the effect on communalities and variance 

explained. Scale 5 was deleted first and then a PCA was performed on the remaining 

scales. The results presented in Table 6.21b. From the second iteration, a one-factor 

solution was extracted with a KMO of .724. The Bartlett's Test of Sphericity was still 

significant at <.001. Scale SM2 had the highest loading and communality of .832 and 

.692 respectively while SM4 had the least loading and communality of .644 and .415, 

making SM4 a case for deletion. The component extracted had an Eigenvalue > 1 and 

total variance in the construct of 57.330 percent (see Table 6.21b for details). 

 

Table 6.21b 
VARIMAX-Rotated Factor Loadings Strategic Mission 
 
Reduced set of 
 Scales 
 (Sm5 deleted) 

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 
SM1 .746 .444 .556 
SM2 .832 .308 .692 
SM3 .794 .370 .630 
SM4* .644 .585 .415 
  Total 
Eigenvalues 2.293 2.293 
Variance 
Explained 57.330 57.330 

KMO = .724 , Bartlett's Test of Sphericity/Approx. Chi-Square =  290.120, df = 6 
, Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis. *To be deleted 
for Communality < .50 
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After deleting scale SM4, a PCA was conducted on the remaining 3 scales measuring 

strategic mission and the results are presented in Table 6.21c. The results from the third 

iteration extracted a one-factor solution with a KMO of .688.  The Bartlett's Test of 

Sphericity was still significant at <.001. Scale SM2 had the highest loading and 

communality of .840 and .705 in that order while scale SM3 had the least loading and 

communality of .798 and .637 respectively. The component extracted had an 

Eigenvalue of 2.009 and total variance explained in the construct of 66.990 percent 

which is above the standard of 60 percent (see Table 6.21c for details.  

 

Table 6.21c 
VARIMAX-Rotated Factor Loadings Strategic Mission 
 
Reduced set of 
 Scales 
 (Sm4 deleted) 

VARIMAX-ROTATED 
LOADINGS 

Factor 
 

Uniqueness 

 
Communality 

(1- Uniqueness) 1 
SM1 .817 .333 .667 
SM2 .840 .295 .705 
SM3 .798 .363 .637 
  Total 
Eigenvalues 2.009 2.009 
Variance 
Explained 66.990 66.990 

KMO = .688 , Bartlett's Test of Sphericity/Approx. Chi-Square =  214.240, df = 3 
, Sig. = .000 
Note. Loadings < .50 were not reported and variables were sorted based on loadings 
on each factor. Extraction Method = Principal Component Analysis.  
 

6.5 Reliability Test 

The remaining scales after factor analysis were subjected to a reliability test. This was 

performed to ascertain the reliability of the scales measuring each variable slated for 

further analysis. The results of the reliability test are presented in Table 6.22. 
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Table 6.22 
Results of Reliability test on Variables 

Construct No of Items Cronbach's 
Alpha 

Local Government Performance 8 .840 
Internal Audit Quality 17 .874 
Effective Internal Controls 4 .808 
Internal Audit relations with Management and 
Auditees 4 .824 

Internal Audit and External Audit 
Collaboration 5 .853 

Corporate Ethical Culture 4 .799 
Strategic Planning 5 .837 
Regulations 4 .837 
Top Management Commitment 5 .851 
Political Interference 5 .776 
Strategic Mission 3 .753 

 

 

From the reliability test performed, the Cronbach's Alpha values of the variables exceed 

.70 as shown in Table 5.20. Hair et al. (2010) recommends a Cronbach's Alpha value 

of .70 or .60 (for exploratory research) as acceptable. Thus, all the variables of the study 

met the reliability criterion. Furthermore, Table 6.23 presents the summary of factor 

analysis and reliability test performed on the variables in this study. 
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Table 6.23 
Summary of Factor Analysis and Reliability Test 

S/No Variables KMO 
Bartlett's 

Test of 
Sphericity 

Eigenvalue 
Variance 
Explained 
(Percent) 

Cronbach's 
Alpha 

1 LGP .789 Significant 5.234 65.440 .840 
2 IAQ .835 Significant 11.166 65.690 .874 
3 EICS .765 Significant 2.543 63.590 .808 
4 IAMA .800 Significant 2.619 65.550 .824 
5 IAEA .803 Significant 3.153 63.060 .853 
6 CC .735 Significant 2.505 62.610 .799 
7 SP .847 Significant 3.034 60.690 .837 
8 GR .804 Significant 2.685 67.130 .837 
9 TMC .824 Significant 3.154 63.080 .851 
10 PI .738 Significant 3.863 64.380 .776 
11 SM .688 Significant 2.009 66.995 .753 

Note: LGP = Local Government Performance; IAQ = Internal Audit Quality; EICS = 
Effective Internal Controls; IAMA = Internal Audit relationship with Management 
and Auditees; IAEA = Internal Audit and External Audit Collaboration; CC = 
Corporate Ethical Culture; SP = Strategic Planning; GR = Regulations; TMC = Top 
Management Commitment; PI = Political Interference; SM = Strategic Mission. 
 
 

6.6 Bivariate Correlation Test 

The Pearson product-moment correlational analysis was conducted to assess the 

strength of associations among variables of this study. The correlation coefficient (r) 

and coefficient of determination (R2) between variables are presented on Tables 6.24a 

and 6.24b respectively.    
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Table 6.24a 
Correlations between Dependent and Independent Variables 
 PERF IAQ EICS IAMA IAEA CC SP GR TMC PI SM 
LGP 1           
IAQ .381** 1          
EICS .384** .635** 1         
IAMA .321** .671** .656** 1        
IAEA .119** .504** .374** .454** 1       
CC .298** .587** .576** .595** .545** 1      
SP .379** .659** .564** .552** .537** .713** 1     
GR .186** .452** .426** .388** .412** .565** .508** 1    
TMC .402** .659** .573** .569** .426** .654** .715** .489** 1   
PI -.161** .088 -.049 .023 .108** -.120** -.052 .209** -.042 1  
SM .217** .540 .428** .451** .492** .616** .651** .495** .546** -.013 1 

** Correlation is significant at 0.01 level (2-tailed). Note: LGP = Performance; IAQ = Internal Audit Quality; EICS = Effective Internal 
Controls; IAMA = Internal Audit relationship with Management and Auditees; IAEA = Internal Audit and External Audit Collaboration; CC = 
Corporate Ethical Culture; SP = Strategic Planning; GR = Regulations; TMC = Top Management Commitment; PI = Political Interference; SM 
= Strategic Mission.  
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Table 6.24b 
Coefficient of determination between Dependent and Independent Variables 
 LGP IAQ EICS IAMA IAEA CC SP GR TMC PI SM 
LGP 1           
IAQ .145 1          
EICS .147 .403 1         
IAMA .103 .450 .430 1        
IAEA .014 .254 .139 .206 1       
CC .088 .344 .332 .354 .297 1      
SP .143 .434 .318 .304 .288 .508 1     
GR .035 .204 .181 .151 .169 .319 .258 1    
TMC .162 .434 .328 .323 .181 .427 .511 .239 1   
PI .026 .008 .002 .001 .012 .014 .003 .044 .001 1  
SM .047 .292 .183 .203 .242 .379 .423 .245 .298 .000 1 

** Correlation is significant at 0.01 level (2-tailed). Note: LGP = Performance; IAQ = Internal Audit Quality; EICS = Effective Internal 
Controls; IAMA = Internal Audit relationship with Management and Auditees; IAEA = Internal Audit and External Audit Collaboration; CC = 
Corporate Ethical Culture; SP = Strategic Planning; GR = Regulations; TMC = Top Management Commitment; PI = Political Interference; SM 
= Strategic Mission.  
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Table 6.24a shows that all the variables are positively correlated except for PI that was 

both positively and negatively correlated with some variables. According to Piaw  

(2012), a correlation coefficient of ±.91 to ±1 is very strong; a correlation coefficient 

of ±.71 to ±.90 is strong; a correlation coefficient of ±.51 to ±.70 is average; a 

correlation coefficient of ±.31 to ±.50 is weak; and a correlation coefficient of ±.01 to 

±30 is very weak. Applying Piaw's  (2012) guidelines, it can be concluded that the 

variables exhibited between very weak and average strength of association, with the 

exception of the correlation between top management commitment and strategic 

planning which had the highest correlation coefficient and coefficient of determination 

(.715 and 51.1 percent). Also, from Table 6.24b, the association between strategic 

mission and political interference had the least correlation coefficient and coefficient 

of determination (.013 and .02 percent). 

6.7 Multiple Regression Analysis 

Multiple regression analysis was performed to ascertain the relationship between 

effective internal controls, internal audit quality, top management commitment, 

strategic planning, strategic mission, internal audit relationship with management and 

auditees, corporate ethical culture, internal audit and external audit collaboration, 

regulations, and political interference on the performance of local governments in 

Nigeria. The analysis also helped to answer the research questions posed in Chapter 

One and for testing of the hypotheses developed in Chapter Three. Multiple regression 

analysis was performed first and then on robust function using Stata 11 software. Table 

6.25a presents the results of the multiple regression analysis performed.  
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Table 6.25a 
Regression and Robust Analysis 
Variables Regression Robust Analysis 

Internal Audit Quality .178 
(2.12)** 

.178 
(2.07)** 

Effective Internal Controls .153 
(2.04)** 

.153 
(2.16)** 

Internal audit relations with 
Management and Auditees 

.031 
(.40) 

.031 
(.41) 

Internal audit and external 
audit Collaboration 

-.132 
(2.01)** 

-.132 
(2.45)** 

Corporate Ethical Culture -.066 
(-.750) 

-.066 
(-.830) 

Strategic Planning .185 
(2.06)** 

.185 
(2.20)** 

Regulations 0.011 
(0.16) 

0.011 
(0.15) 

Top Management 
commitment 

.175 
(2.14)** 

.175 
(2.63)** 

Political interference -.148 
(-2.64)** 

-.148 
(-2.45) ** 

Strategic Mission -.073 
(-1.01) 

-.073 
(-1.07) 

Constant 1.464 
(5.47)** 

1.464 
(6.47)** 

R2 .252 .252 
Adjusted R2 22.59 - 
N 301 301 
F-value 9.76 11.12 

Dependent variable: Local Government Performance. All figures in parenthesis 
represent t-statistics. ** Significant at p < .05. 
 

Table 6.25a shows the multiple regression and robust analysis results of the predictors: 

effective internal controls, internal audit quality, top management commitment, 

strategic planning, strategic mission, internal audit relationship with management and 

auditees, corporate ethical culture, internal audit and external audit collaboration, 

regulations, and political interference. Both analyses were performed to ensure that 

there was no bias in standard errors resulting from minor deviations from 

homoscedasticity of the data used in the study. From both analyses, there was no 
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significant difference in the regression results. Thus, further discussion on this study 

was based on robust analysis performed.  

 

First, Table 6.25a shows the robust analysis results of the predictors: effective internal 

controls, internal audit quality, top management commitment, strategic planning, 

strategic mission, internal audit relationship with management and auditees, corporate 

ethical culture, internal audit and external audit collaboration, regulations, and political 

interference. The Adjusted R-square value was .252. This indicates that the model for 

this research accounted for 25.2 percent of the variance in local government 

performance in Nigeria. The F value is significant, indicating that the independent 

variables reliably predict local government performance (R2 = .252, F = 11.12, P < 

.001). Table 6.25a shows that four independent variables: effective internal controls, 

internal audit quality, top management commitment and strategic planning contributed 

positively and significantly to the regression model. Furthermore, political interference 

and internal audit and external audit collaboration were found to negatively and 

significantly (P < .05) influence local government performance. The remaining 

variables such as strategic mission, internal audit relationship with management and 

auditees, corporate ethical culture, and regulations had no significant influence on local 

government performance. 

 

Also, from the results, strategic planning (β = .185) had the most influence on local 

government performance while internal audit quality (β = .178) was next followed by 

top management commitment (β = .175), effective internal controls (β = .153), political 
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interference (β = -.148) and internal audit and external audit collaboration (β = -.132) 

had the least influence on local government performance in that order. 

 

Secondly, further tests were performed to examine the effect of the dimensions of 

internal audit quality on local government performance. These dimensions include 

quality of work performed, organizational independence, competence, career and 

development, and management support. The results of the effects of quality of work 

performed, organizational independence, competence, training and development, and 

management support on local government performance are shown in Table 6.25b. 

 
 
Table 6.25b 
Relationship among Dimensions of Internal Audit Quality and Local Government 
Performance 
Variables Regression Robust 

Competence .108 
(1.65)* 

.108 
(1.72)* 

Quality of work 
performed 

.045 
(.620) 

.045 
(.690) 

Organizational 
independence 

.113 
(1.78)* 

.113 
(1.77)* 

Training and development .106 
(1.94)* 

.106 
(1.71)* 

Management support .358 
(5.12)** 

.358 
(4.95)** 

Constant 1.431 
(6.56)** 

1.431 
(7.02)** 

R2 .209 .209 
Adjusted R2 .196 - 
F-value 15.61 17.62*** 

Dependent variable: Local Government Performance. All figures in parenthesis 
represent t-statistics. Significant at * p < .10, ** p < .05, ***p < .001. 
 

Table 6.25b shows the robust analysis results of the predictors: quality of work 

performed, organizational independence, competence, training and development, and 
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management support accounted for 20.92 percent of the variance in local government 

performance in Nigeria. The F-value is significant, indicating that the dimensions of 

internal audit quality reliably predict local government performance (R2 = .209, F = 

17.62, P < .001). Table 6.25b shows that the dimensions of internal audit quality: 

organizational independence, competence, training and development, and management 

support positively and significantly influenced local government performance except 

for quality of work performed which had no significant influence on local government 

performance. Also, the results indicate that management support for internal audit (β = 

.358) had the most influence local government performance followed by organizational 

independence (β = .113), competence (β = .108) and training and development (β = 

.106) in that order. 

6.7.1 Effect of Internal Audit Quality on Local Government Performance 

The results of the analysis conducted supported Hypothesis one (H1) which predicted a 

significant relationship between internal audit quality and local government 

performance. It further confirmed the results of the bivariate correlational analysis 

performed that there was a positive correlation between internal audit quality and local 

government performance (refer to Table 6.24a). In the robust analysis conducted, the 

coefficient of internal audit quality was positive (b = .178), meaning for every unit 

increase in internal audit quality, there is .178 increase in local government 

performance. The relationship was statistically significant (p < .05) (see Table 6.25a). 

Also, the coefficient for internal audit quality from the robust analysis (b = .178) was 

less than the coefficient for the relationship between internal audit quality and local 
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government performance from the bivariate correlational analysis earlier conducted (r 

= .381) (refer to Table 6.24a). The reason was that in determining the unique effect of 

internal audit quality on local government performance, other independent variables 

were considered in the model.  

6.7.1.1 Effect of Competence on Local Government Performance 

From the results of the robust analysis conducted on the effect the dimensions of 

internal audit quality on performance, H1a was supported that there is a significant 

relationship between internal audit competence and local government performance 

(refer to Table 6.25b). Furthermore, the relationship was significant at p < .10 and the 

coefficient of competence was positive (b = .358), suggesting that an increase in 

competence of internal audit leads to .358 increase in local government performance.  

6.7.1.2 Effect of Quality of Work Performed on Local Government Performance 

From the results, H1b was not supported as the relationship between internal audit 

quality of work performed and local government performance was not significant (refer 

to Table 6.25b). The relationship was not significant at p < .05 and the coefficient of 

quality of work performed was positive (b = .045). Although positive, its effect on local 

government performance was marginal. 

6.7.1.3 Effect of Organizational Independence on Local Government 

Performance 

Going from the robust analysis conducted, H1c which proposed a significant relationship 

between organizational independence and local government was supported (see Table 
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6.25b for details). Also, the relationship was significant at p < .10 and the coefficient 

of organizational independence was positive (.106), indicating that an increase in 

internal audit organizational independence leads to .106 increase in local government 

performance.  

6.7.1.4 Effect of Training and Development on Local Government Performance 

The robust analysis conducted supported H1d which proposed a significant relationship 

between training and development and local government performance (see Table 6.25b 

for details). The relationship was significant at p < .10 and the coefficient of training 

and development was positive (.113), indicating that an increase in internal audit 

training and development leads to .113 increase in local government performance.  

6.7.1.5 Effect of Management Support towards Internal Audit on Local   

Government Performance 

The robust analysis conducted confirmed a significant relationship between 

management support and local government, thus H1e was supported (see Table 6.25b 

for details). The relationship was significant at p < .05 and the coefficient of 

management support was positive (.108), suggesting that an increase in internal audit 

management support leads to .108 increase in local government performance.  

6.7.2 Effect of Effective Internal Controls on Local Government Performance 

The results of the analysis conducted supported Hypothesis (H2) two which predicted a 

significant relationship between effective internal controls and local government 

performance. It further confirmed the results of the bivariate correlational analysis 
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performed that there was a positive correlation between effective internal controls and 

local government performance (refer to Table 6.24a). In the robust analysis conducted, 

the coefficient of effective internal controls was positive (b = .153), meaning that an 

increase in effective internal controls leads to an increase in local government 

performance. The relationship was statistically significant (p < .05) (see Table 6.25a). 

Also, the coefficient for effective internal controls from the robust analysis (b = .153) 

was less than the coefficient for the relationship between effective internal controls and 

local government performance from the bivariate correlational analysis earlier 

conducted (r = .384) (refer to Table 6.24a). This was because in determining the unique 

effect of effective internal controls on local government performance, other 

independent variables were considered in the model.  

6.7.3 Effect of Internal Audit Relations with Management and Auditees on Local 

Government Performance 

From the results of the analysis conducted, Hypothesis three (H3) which predicted a 

significant relationship between internal audit relations with management and auditees 

and local government performance was not supported. Besides, the results of the 

bivariate correlational analysis performed showed that there was a positive correlation 

between internal audit relations with management and auditees and local government 

performance (refer to Table 6.24a). From the robust analysis conducted, the coefficient 

of internal audit relations with management and auditees was also positive (b = .031), 

meaning that an increase in internal audit relations with management and auditees leads 

to an increase in local government performance. However, the relationship was not 

statistically significant (p < .05) (see Table 6.25a). Also, the coefficient for internal 
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audit relations with management and auditees from the robust analysis (b = .031) was 

less than the coefficient for the relationship between internal audit relations with 

management and auditees and local government performance from the bivariate 

correlational analysis earlier conducted (r = .321) (refer to Table 6.24a). This was 

because in determining the unique effect of internal audit relations with management 

and auditees on local government performance, other independent variables were 

considered in the model.  

6.7.4 Effect of Internal Audit and External Audit Collaboration on Local 

Government Performance 

The results of the analysis conducted supported Hypothesis four (H4) which predicted 

a significant relationship between internal audit and external audit collaboration and 

local government performance. The robust analysis conducted showed that the 

coefficient of internal audit and external audit collaboration was negative (b = -.132), 

meaning that an increase in unit of internal audit and external audit collaboration leads 

to a -.132 decrease in local government performance. The relationship was statistically 

significant (p < .05) (see Table 6.25a). It ran contrary to the results of the bivariate 

correlational analysis performed that there was a positive correlation between internal 

audit and external audit collaboration and local government performance (refer to Table 

6.24a). Also, the coefficient for internal audit and external audit collaboration from the 

robust analysis (b = -.132) was less than the coefficient for the relationship between 

internal audit and external audit collaboration and local government performance from 

the bivariate correlational analysis earlier conducted (r = .119) (refer to Table 6.24a). 

This was because in determining the unique effect of internal audit and external audit 
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collaboration on local government performance, other independent variables were 

considered in the model.  

6.7.5 Effect of Corporate Ethical Culture on Local Government Performance 

From the results of the analysis conducted, Hypothesis five (H5) which predicted a 

significant relationship between corporate ethical culture and local government 

performance was not supported. From the robust analysis conducted, the coefficient of 

corporate ethical culture was negative (b = -.066), meaning that an increase in corporate 

ethical culture leads to a decrease in local government performance. Furthermore, the 

relationship was not statistically significant (p < .05) (see Table 6.25a). It also ran 

contrary to the results of the bivariate correlational analysis performed that there was a 

positive correlation between corporate ethical culture and local government 

performance (refer to Table 6.24a). Also, the coefficient of corporate ethical culture 

from the robust analysis (b = -.066) was less than the coefficient for the relationship 

between corporate ethical culture and local government performance from the bivariate 

correlational analysis earlier conducted (r = .298) (refer to Table 6.24a). This was 

because other independent variables were considered in determining the unique effect 

of corporate ethical culture on local government performance. 

6.7.6 Effect of Strategic Planning on Local Government Performance 

From the results of the analysis conducted, Hypothesis six (H6) which predicted a 

significant relationship between strategic planning and local government performance 

was supported. This confirms the results of the bivariate correlational analysis 
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performed that there was a positive correlation between strategic planning and local 

government performance (refer to Table 6.24a). From the robust analysis conducted, 

the coefficient of strategic planning was positive (b = .185), meaning that an increase 

in strategic planning leads to an increase in local government performance. Furthermore 

the relationship was statistically significant (p < .05) (see Table 6.25a). Also, the 

coefficient strategic planning from the robust analysis (b = .185) was less than the 

coefficient for the relationship between strategic planning and local government 

performance from the bivariate correlational analysis earlier conducted (r = .379) (refer 

to Table 6.24a). This was because in determining the unique effect of strategic planning 

on local government performance, other independent variables were considered in the 

model. 

6.7.7 Effect of Regulations on Local Government Performance 

The results of the analysis conducted did not support Hypothesis seven (H7) which 

predicted a significant relationship between regulations and local government 

performance. The robust analysis conducted showed that the coefficient of regulations 

was positive (b = .011), meaning that an increase in regulations leads to an increase in 

local government performance. It further confirmed the results of the bivariate 

correlational analysis performed that there was a positive correlation between 

regulations and local government performance (refer to Table 6.24a). However, 

relationship was not statistically significant (p < .05) (see Table 5.25a). Also, the 

coefficient for regulations from the robust analysis (b = .011) was less than the 

coefficient for the relationship between regulations and local government performance 
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from the bivariate correlational analysis earlier conducted (r = .189) (refer to Table 

6.24a). The reason was that in determining the unique effect of regulations on local 

government performance, other independent variables were considered in the model.  

6.7.8 Effect of Top Management Commitment on Local Government 

Performance 

From the results of the analysis conducted, Hypothesis eight (H8) which predicted a 

significant relationship between top management commitment and local government 

performance was supported. From the robust analysis conducted, the coefficient of top 

management commitment was positive (b = .175), meaning that an increase in top 

management commitment leads to an increase in local government performance. 

Furthermore the relationship was statistically significant (p < .05) (see Table 6.25a). 

This confirms the results of the bivariate correlational analysis performed that there was 

a positive correlation between top management commitment and local government 

performance (refer to Table 6.24a). Also, the coefficient top management commitment 

from the robust analysis (b = .175) was less than the coefficient for the relationship 

between top management commitment and local government performance from the 

bivariate correlational analysis earlier conducted (r = .402) (refer to Table 6.24a). This 

was because other independent variables were considered in determining the unique 

effect of top management commitment on local government performance.  

6.7.9 Effect of Political Interference on Local Government Performance 

The results of the analysis conducted supported Hypothesis nine (H9) which predicted 

a significant relationship between political interference and local government 
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performance. In the robust analysis conducted, the coefficient of political interference 

was negative (b = -.148), meaning that an increase in political interference leads to a 

decrease in local government performance. The relationship was statistically significant 

(p < .05) (see Table 6.25a). It further confirmed the results of the bivariate correlational 

analysis performed that there was a negative correlation between political interference 

and local government performance (refer to Table 6.24a). Also, the coefficient for 

political interference from the robust analysis (b = -.148) was less than the coefficient 

for the relationship between political interference and local government performance 

from the bivariate correlational analysis earlier conducted (r = -.161) (refer to Table 

6.24a). The reason was that in determining the unique effect of political interference on 

local government performance, other independent variables were considered in the 

model.  

6.7.10 Effect of Strategic Mission on Local Government Performance 

From the results of the analysis conducted, Hypothesis ten (H10) which predicted a 

significant relationship between strategic mission and local government performance 

was not supported. From the robust analysis conducted, the coefficient of strategic 

mission was negative (b = -.073, meaning that an increase in strategic mission leads to 

a decrease in local government performance. Furthermore the relationship was not 

statistically significant (p < .05) (see Table 6.25a). It also ran contrary to the results of 

the bivariate correlational analysis performed that there was a positive correlation 

between strategic mission and local government performance (refer to Table 6.24a). 

Also, the coefficient strategic mission from the robust analysis (b = -.073) was less than 
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the coefficient for the relationship between strategic mission and local government 

performance from the bivariate correlational analysis earlier conducted (r = .217) (refer 

to Table 6.24a). This was because in determining the unique effect of strategic mission 

on local government performance, other independent variables were considered in the 

model.  

6.8 Summary of Hypotheses Tested 

This section summarizes the results of the hypotheses tested in the study. Table 6.26 

presents the hypotheses developed and shows whether the hypotheses were supported 

by findings from analysis conducted. From the ten main hypotheses and five sub-

hypotheses formulated, six main hypotheses and four sub-hypotheses were supported 

while four main hypotheses and one sub-hypothesis were not supported. 
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Table 6.26 
Summary of Results of the Hypotheses Tested 
Hypothesis 
Number  Hypothesis Findings 

H1 There is a significant relationship between internal 
audit quality and local government performance in 
Nigeria. 
 

Supported* 

H1a There is a significant relationship between internal 
audit competence and local government performance in 
Nigeria. 
  

Supported** 

H1b There is a significant relationship between internal 
audit quality of work and local government 
performance in Nigeria. 
 

Not 
Supported 

H1c There is a significant relationship between internal 
audit organizational independence and local 
government performance in Nigeria. 
 

Supported** 

H1d There is a significant relationship between internal 
audit training and development and local government 
performance in Nigeria. 
 

Supported** 

H1e There is a significant relationship between management 
support towards internal audit work and local 
government performance in Nigeria. 
 

Supported* 

H2 There is a significant relationship between effective 
internal controls and local government performance in 
Nigeria. 
 

Supported* 

H3 There is a significant relationship between internal 
audit relationship with auditees and management and 
local government performance in Nigeria. 
 

Not 
Supported 

H4 There is a significant relationship between internal 
audit and external audit cooperation and local 
government performance in Nigeria. 

Supported* 
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Table 6.26 (Continued) 

H5 There is a significant relationship between corporate 
ethical culture and local government performance. 
 

Not 
Supported 

H6 There is a significant relationship between strategic 
planning and local government  performance. 
 

Supported* 

H7 
There is a significant relationship between regulation 
and local government performance in Nigeria. 
 

Not 
Supported 

H8 There is a significant relationship between top 
management commitment and local government 
performance in Nigeria. 
 

Supported* 

H9 There is a significant relationship between political 
interference and local government performance. 
 

Supported* 

H10 There is a significant relationship between strategic 
mission statement and local government performance 
in Nigeria. 
 

Not 
Supported 

Note: * p < .05, **p < .10 

6.9 Summary  

In this chapter, the results of the analysis conducted were presented. Results of data 

cleaning and preliminary analysis were also presented in this chapter. From the 600 

questionnaires mailed out, only 323 were returned, and 301 of the returned 

questionnaires were retained for analysis. Also, results of non-response bias using 

Independent-Sample t-test showed there were no differences between the "early 

response" and "late response" groups. Furthermore, 41 missing data were identified and 

replaced using "serial mean". Also, multivariate assumptions test were performed to 

ensure the data met the requirements of multiple regression analysis. Thus, no 

multivariate assumptions were violated. 
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Furthermore, the regression analysis using the robust function showed that the 

regression model was significant at < .001, with the independent variables accounting 

for 25.17 percent of the variance in local government performance. Particularly, results 

of the robust analysis showed a positive and significant relationship between internal 

audit quality, effective internal controls, strategic planning, top management 

commitment, and local government performance. Internal audit and external audit 

collaboration, political interference displayed a negative and significant relationship 

with local government performance. The relationship between internal audit relations 

with management and auditees, strategic mission, corporate ethical culture, and 

regulations had no significant relationship with local government performance. 

 

Finally, internal audit competence, organizational independence, training and 

development, and management support, dimensions of internal audit quality, showed a 

positive and significant relationship with local government performance. Internal audit 

quality of work performed had no significant relationship with local government 

performance.  
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CHAPTER SEVEN 
DISCUSSION, IMPLICATIONS AND CONCLUSIONS  

7.1 Introduction 

This chapter presents the discussion of findings, implication of the research finding and 

concludes the study. Particularly, this chapter is organized as follows: Section 7.2 

summarizes the study; Section 7.3 presents the discussion of findings; Section 7.4 deals 

with the theoretical and practical implications of the study; Section 7.5 focuses on the 

limitations and recommendation for future studies; and Section 7.6 concludes the 

chapter. 

7.2 Summary of the Study 

This study was borne out of the poor performance of local governments in Nigeria who 

have been bedeviled by corruption, mismanagement, waste and general ineffectiveness. 

Extant literature alludes to the value-adding role of internal audit and the ability of 

internal controls to curb excesses in an organization. However, this evidence was not 

visible as performance failures keep trailing local governments in Nigeria. Also, some 

scholars argued that internal audit and internal controls alone are incapable of bringing 

about enhanced performance unless both are embedded in the governance systems of 

an organization (Baltaci & Yilmaz, 2006). This implies that other factors within the 

institutional environment work together with internal audit and internal controls to 

generate better service delivery and performance. It was against this backdrop this study 

was designed to determine the relationship between internal audit quality, internal 

controls, institutional context factors and performance of local governments. Thus, the 
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main objective of the study was to assess the impact of internal audit quality, effective 

internal controls, and institutional context factors on local government performance in 

Nigeria. Prior studies on internal audit and performance have produced mixed findings 

(Carmeli & Tishler, 2004; Mihret, 2010) in the public sector. Most researches have used 

various dimensions of internal audit to assess relationships with different aspects of 

performance in both public and private sectors. Also, researches on internal control 

relationships with various aspects of an organization have been in the private sector 

with very little done in the public sector. On the whole, very little is known about the 

relationships examined here in the public sector. Thus, to the best of the author’s 

knowledge this study is the first to assemble the variables under study in this manner. 

The quantitative design was used and questionnaires served as the data collecting tool 

to enable testing of the hypotheses and to provide answers to the research questions. A 

total of fifteen hypotheses depicting the relationships among the variables of the study 

were developed. From the results, empirical support for ten hypotheses were 

established. In addition, follow up interviews were conducted on six participants (3 

internal auditors, 1 director of finance, and 2 directors of audit in the local government) 

to clarify the results of multiple regression done. The following section discusses the 

findings of the study with respect to previous studies. 

7.3 Discussion of Findings 

This section discusses the findings of the relationships examined in the study with 

respect to previous studies. Each of the independent variables and its relationship with 

the dependent variable are discussed in relation to previous studies. Also, opinions from 
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the interviews conducted on the findings of the survey are equally incorporated here. 

This was done in order to clarify on findings from the survey earlier conducted. 

Participants of the interview included two directors of audit (external auditors of local 

governments), a director of finance and supply, and three heads of internal audit unit in 

the local government. Their diverse experience and work schedules provided a unique 

perspective in clarifying and supporting the results of the earlier survey conducted.  

7.3.1 Effects of Internal Audit Quality on Local Government Performance 

The relationship between internal audit quality and local government performance was 

examined in this study. The results showed that internal audit quality had a positive and 

significant relationship with local government performance. This indicates that, the 

more the internal audit quality, the more the performance of local governments in 

Nigeria. The results are consistent with previous researches that examined the 

relationship between some components of internal audit quality and aspects of 

organizational performance. For example, Aikins (2011) examined internal audit role 

in improvement of local government financial performance in the US. He found internal 

audit role (frequency of audit) and local government financial performance to be 

positively and significantly related. Also, Carmeli and Tishler (2004) conducted a 

similar study in an Israeli context and found a positive and significant relationship 

between internal auditing and performance of local authorities. Furthermore, 

Hutchinson and Zain (2009) conducted a study on the relationship between internal 

audit quality and firm performance. They found positive association between internal 
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audit quality and better firm performance. They concluded that the more the quality of 

internal audit, the more the firm's performance.  

 

Consistent with the above results, all participants of the interviews conducted affirmed 

the positive and significant relationship between internal audit quality and local 

government performance. Some of the aspects they linked to performance included 

internal audit’s ability to check management excesses, pre and post payment audit, 

timely reports, routine checks, reports highlighting weaknesses and errors, acts as  

check and balances, and reduces tendencies to defraud the local government. These 

aspects highlighted can only be effective where internal audit possesses attributes that 

enable it perform its activities without any form of impediment. 

 

From the theoretical perspective, this finding affirms the centrality of internal audit as 

a resource, particularly an administrative tool capable of enhancing an organization’s 

processes and performance in particular. A high quality internal audit undertakes 

processes as highlighted by the interview participants, which ensure the health of the 

local government. Thus, the quality of internal audit is a valuable tool for both 

management and other government agencies saddled with the responsibility of 

overseeing the affairs of the local government 

7.3.1.1 Effects of Internal Audit Quality Dimensions on Local Government 

Performance 

The findings showed that internal audit quality dimensions influenced local government 

performance. The results are consistent with previous studies, although few have related 
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these dimensions to performance. For example, the results are consistent with those of 

Hutchinson and Zain (2009) who found significant associations between prior work 

experience (an aspect of competence) and firm performance. Other studies have only 

related these dimensions to effectiveness of internal audit and other aspects of an 

organization. For example, Ali et al. (2012), Baharud-din et al. (2014), Cohen and 

Sayag (2010), Ege (2015), and Prawitt et al. (2009). The results showed that internal 

audit competence, organizational independence, training and development, and 

management support towards internal audit influenced performance. This indicates that 

the more these dimensions are nurtured, the more performance is likely to increase. 

This is consistent with the resource-based theory that human capital resources such as 

training, worker’s experience, intelligence, relationships, and insight are valuable in 

promoting an organization’s performance (Husso & Nybakk, 2010; Hall, 1992). 

 

Furthermore, quality of work was not significant although positive. The result showed 

that the more the quality of work, the contribution to performance is marginal. It is an 

unexpected finding as previous studies have related internal audit quality of work to 

added value to an organization (Mihret & Yismaw, 2007). However, Cohen and Sayag 

(2010) found no significant relationship between quality of work and internal audit 

added contribution in the public sector but significant for private firms. The reason for 

the result could be the context of the public sector where Ali et al. (2012) assert that 

politicians contain and restrict control mechanisms in order to conceal their activities. 

Hence, restriction on the work of internal audit can limit the function's contribution to 

performance in the public sector.  



 

279 

 

Futhermore, participants from the interviews conducted provided varied opinions on 

these findings. Two of the participants allude to the independence of internal audit 

while the rest opined that internal audit is not always independent and this often affected 

the quality of their work. Excessive management influence and inadequate training 

opportunities for internal audit were cited as limiting issues. This perhaps also explains 

the non-significant influence of quality of work. However, the findings showed that 

internal audit quality dimensions have positive impact on local government 

performance. Also, management support for internal audit had the most influence on 

performance. This agrees with Roussy and Brivot (2016) findings on how internal 

auditors perceive internal audit quality. According to the study internal audit 

relationship with management in terms of building trust and being supported to 

contribute to organizational processes was more important in defining the components 

of internal audit quality. Therefore, strengthening of internal audit quality dimensions 

by administrators of local government will contribute to reducing the performance 

failures currently being experienced at the local government level.  

7.3.2 Effects of Effective Internal Controls on Local Government Performance 

The findings of this study supported earlier researches that examined the relationship 

between internal controls and performance. Aikins (2011) examined the relationship 

between adequacy of internal controls and financial performance of local governments 

in the US. He found a positive and significant relationship between adequacy of internal 

controls and financial performance. Similarly, Babatunde (2013) conducted a study on 

the effect of internal control system on financial accountability in the Nigerian public 
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sector and found significant positive correlations. The study concluded that public 

sector managers should give adequate attention to the quality of internal controls in 

order to improve financial accountability of their organizations. Although very few 

studies have been conducted showing the relationship between effective internal 

controls and performance in the public sector, similar relationships have been 

established between internal controls and various aspects of firm performance (see 

Haron et al., 2010; Reilly-Allen & Mcmullen, 2002). The findings also upheld the 

resource-based theory where control and coordinating systems are seen as part of an 

organization’s resource that can bring about performance of an organization (Fahy, 

2002; Dyer & Singh, 1998; Husso & Nybakk, 2010). Also, interview participants felt 

that effective internal controls enables the safeguarding of assets, promotes discipline 

and order, and ensures procedures are followed for the success of the local government 

in providing quality services. On the whole, the findings demonstrate that the more 

effective internal controls in place, the more performance would improve.  

 

Furthermore, all the interview participants affirmed the relationship between effective 

internal controls and performance in the local government. However, they quickly 

cautioned that internal controls may not always be strong due to the following reasons: 

staff shortages, internal audit capacity, non-sanctioning of violators, ever present threat 

of violations, and management intimidation in the local government. The opinions 

observed show that although the laws establishing internal controls are adequate, its 

effectiveness depended on the institutional context. According to participant 4, “… the 

laws regarding internal controls are perfect but the issue is that some circumvent the 
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law to do the contrary”. This can also be explained from the institutional theory 

perspective where institutions sometimes decouple and laid down rules are different 

from those being practice. Thus, laid down rules only exist on paper to secure 

legitimacy while in practice different values are being practiced. 

7.3.3 Effects of Internal Audit Relationship with Management and Auditees on 

Local Government Performance 

The results of the effect of internal audit relationship with management and auditees on 

local government performance showed a non-significant relationship. This finding 

agrees with Ahmad, Othman, Othman, and Jusoff (2009) who reported that the poor 

relationship between internal audit and auditees and management limits internal audit 

potential positive contribution to service delivery in the public sector in Malaysia. 

Mihret and Yismaw (2007) and Sarens and De Beelde (2006) expressed similar views 

that internal audit's contribution to organizational progress depends on its relationship 

with auditees and management. Hence, some reasons for the non-significant 

relationship reported in this study on the relationship between internal audit and local 

government performance can be due to lack of cooperation from auditees and 

management which results in containment of the function's scope. Also, as noted by 

Ahmad et al. (2009), the negative perception of internal auditors as fault finders creates 

lack of cooperation. They also noted that internal auditors on their part were not very 

cooperative with auditees, thus generating conflict and subsequent lack of cooperation 

which further lead to non-implementation of recommendations meant to improve the 

performance of the organization.  
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Furthermore, although all participants from the interviews affirmed the results of the 

survey on internal audit relationship with management and auditees on performance, 

opinions on the extent of relationship were diverse. Also, possible reasons for the 

insignificant relationship were proffered. On the nature of relationship between 

management and auditees and internal audit and the possible reasons for this non-

significant relationship, this is summarized on Table 7.1 

 

Table 7.1 
Summary of nature of relationship and challenges between internal audit and 
management and auditees 

Participants Nature of relationship Challenges 
P1 Not always cordial - IA seen as part of management 

- IA fear of management 
- IA an employee of management 

P2 Not always cordial - Management ignores IA recommendations 
- Management preference for EA reports 
- Compromise of EA 
- Starving IA of funds as punishment  
- Poor relationship skills 

P3 Not cordial - IA not independent 
- IA seen as part of management 
- Reporting relationship as prescribed by the law 
- IA reports still required to be endorsed by the CEO 

P4 Not at loggerheads - IA overshadowed by management 
- Management resists IA recommendations 

P5 Not smooth all the time - Management not carrying IA along 
- Impaired independence 
- Lack of objectivity by IA 

P6 Depends on management - Attitude of management team 
- Management feels IA wants to override them 

 

 

It is clear from Table 7.1 that the relationship between internal audit and management 

and auditees is not very functional as almost all participants allude to having issues 

from time to time. Also, all challenges listed are possible reasons for the non-significant 

relationship with performance of local government. Although, theoretically, 

relationships in organizations whether formal or informal are regarded as part of an 



 

283 

 

organization’s capital resource (Fahy, 2002; Husso & Nybakk, 2010; Dyer & Singh, 

1998), the result does not provide support for this resource-based view.  A closer look 

at the challenges listed by participants show that most of the challenges emanate from 

the context of this study. For example, the reporting relationship which requires internal 

audit reporting to the chairman of council and having his reports endorsed by same 

before sending them to other government agencies defeats the aim of internal audit. 

With such a structure in place, internal auditors are likely to be intimated and conflicts 

may arise where the chair refuses to endorse reports indicting his activities. This way, 

possible recommendations in such reports may not be implemented and consequently, 

operations may not improve.   

7.3.4 Effect of Internal and External Audit Collaboration on Local government 

Performance 

The results on the relationship between internal audit and external audit collaboration 

showed a significant and negative relationship on performance of local governments. 

The result shows that, the more the collaboration between internal and external auditors, 

the less the performance effects on local governments. This is an unexpected finding as 

compared to previous studies in the private sector (Abbott et al., 2012; Lin et al., 2011). 

One possible explanation for the negative result might be due to the different 

organizational context of study. A few studies on external auditor reliance on the work 

of the internal audit are mainly in the private sector and they all alluded to the positive 

performance effect of collaboration between internal and external auditor (see Abbott 

et al., 2012; Lin et al., 2011; Morrill & Morrill, 2003). These studies could also imply 
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that more collaboration exist between internal and external auditors in the private 

sector. However, it may not be the same in the public sector due to the different 

objectives in establishment and conduct of public sector entities (Boschken, 1994).   

 

Other reasons for the negative result can be seen through what the external auditor 

considers when the decision to place reliance on the work of the internal auditor is being 

considered. According to Suwaidan and Qasim (2010), external auditors often consider 

internal audit quality in terms of competence, quality of work, objectivity and 

independence when making a decision to rely on the work of the internal auditor. 

However, Bame-Aldred et al. (2013) assert that the environment under which the 

external auditor makes this decision is complex and involves several factors such as 

auditing standards, regulations, sourcing of internal audit and the level of risks.  

In the Nigerian public sector, some studies have shown that local government 

administrators constantly engage in opportunistic behaviours undeterred by control 

mechanisms in place (Adeyemi, 2012; Oviasuyi et al., 2010).  Given this situation, 

external auditors may hardly collaborate with internal auditors as they may see the 

internal audit as ineffective in minimizing management misconduct. Thus, the results 

seem to suggest that external auditors do not place reliance on the work of the internal 

auditor. 

 

In other to provide further clarifications on this finding, interviews were conducted to 

provide insight into internal and external audit collaboration and why the relationship 

had a negative impact on local government performance.  From the six interviews 
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conducted, five participants affirmed the negative impact of internal and external audit 

collaboration on local government performance while only one disputed the results. 

Also, differences exist amongst participants who affirmed the result as they 

differentiated between negative and positive collaboration. One participant argued that 

positive collaboration results when the external auditor places reliance on the internal 

auditor’s work while negative collaboration results where the external auditor has 

reasons not to place any reliance on the internal auditor’s work.  However, other 

participants pointed out several reasons why collaboration between internal and 

external auditor had a negative impact on performance and the summary is shown on 

Table 7.2. 

 

Table 7.2 
Reasons for Negative impact of IAEA on Local Government Performance 

Participant Reasons 
P2 - EA seeks gratification from council management to tamper reports 

- Management high regard for EA than IA 
- EA takes advantage of their influence to undermine IA 

P3 - Many IA are not sound and require training 
- Connivance on the part of IA 
- IA and EA connivance to extort management 

P4 - EA seeks gratification to tamper reports 
- IA and EA work together to dig areas of weaknesses in order to  
exploit management  

P5 - EA uncooperative attitude to issues 
- Overriding interest of EA 
- EA overrides IA queries on management 
- EA political interest 

EA = External Auditor, External Audit; IA = Internal Auditor, Internal Audit 

 

From Table 7.2, it is obvious that with all these issues around the institutional 

environment, internal and external audit collaboration may not result in improvement 

in processes which in turn are supposed to translate to performance. This findings 
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affirm the postulation of the institutional theory that organizations sometimes 

“decouple” (Meyer & Rowan, 1997; Mihret, 2010). External audit, being a statutory 

body was set up to provide additional assurance on the activities of the local 

government in order that citizens may receive value from government. However, the 

findings of the study prove otherwise. This supports the fact that institutional context 

factors are equally important in the value-adding role of internal audit. 

7.3.5 Effects of Corporate Ethical Culture on Local Government Performance 

Corporate ethical culture and local government performance showed a negative and 

non-significant relationship. Thus, the hypothesized relationship was not supported. 

The results showed that the prevailing corporate ethical culture has negative impact on 

local government performance although not significant. According to Carmeli and 

Tishler (2004), organizational culture is an intangible resource that can generate better 

performance but the outcome of this result on corporate ethical culture provides no 

support for this assertion. Thus, the results did not provide support for the resource-

based view. Literature provides limited evidence of researches on the relationship 

between corporate ethical culture and performance in the public sector. However, this 

relationship has been fairly established in private sector related studies. For example, 

Verschoor (1998) found significant relationship between management commitment to 

ethics and company performance in public companies in the US. Similarly, Donker et 

al. (2007) found significant relations between corporate values and firm performance 

of listed companies in the Canadian stock exchange. 
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 An extrapolation of these findings to the public sector should also hold that corporate 

ethical culture should positively influence performance. This means that organizations 

who promote an ethical environment have higher success chances than those who do 

not. This finding may be due to internal auditors perception of the environment under 

which the work as unethical. Related researches on local governments allude to this. 

For example, Adeyemi (2012), Otusanya (2012), and Oviasuyi et al. (2010) found wide 

spread unethical practices in local governments and the public sector at large. 

Therefore, performance may not be enhanced or promoted under this type of 

environment.  

 

In addition, clarification on the result was sought from interview participants. All 

participants affirmed the results but one participant quickly added that corporate ethical 

culture at any given time depends on the management. Some phrases used to describe 

the prevailing ethical culture includes: “most primitive tier, immaturity in conduct, 

behave locally, moral decay, and not well cultured”. Participants opined that the 

prevailing ethical culture in the local government is negative because recruitment is 

based on political affiliation, moral decay, poor attitude to change, lack of exposure of 

staff to training, and unethical behaviour of some top management. This also confirms 

the findings of Adeyemi (2012), Otusanya (2012), and Oviasuyi et al. (2010) that 

unethical conduct pervades the Nigerian public sector. Therefore, given this type of 

environment, the job of internal auditors become even more difficult and this hinders 

their ability to meanifully contribute to the overall health of their local governments. 
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7.3.6 Effects of Strategic Planning on Local Government Performance 

The findings demonstrate positive and significant effect of strategic planning on local 

government performance. The results showed strong support for the hypothesis that 

strategic planning has significant relationship with local government performance. The 

result indicates that the more the focus on strategic planning at the local government, 

the more the benefits for the local government. The study provides empirical support 

for similar findings of previous research. For example, Hendrick's (2003) study of 14 

departments in Milwaukee, Wisconsin found certain aspects of strategic planning 

processes leads to organizational performance. Similarly, Ugboro et al. (2011) found 

positive relations between the dimensions of strategic planning and performance. Their 

study concluded that understanding of the planning process, management involvement, 

and commitment were important for planning to result in significant improvement in 

performance. Although some previous studies in the public sector did not find a 

significant relationship between strategic planning and performance, they concluded 

that the relationship between strategic planning and performance in the public sector 

depends on the context, especially the complex nature of the sector (Andrews et al., 

2009; Boyne & Gould-Williams, 2003).  

 

The results are consistent with the resource-based view on the importance of a firm’s 

formal and informal planning processes in generating more competitive advantage and 

better performance (Fahy, 2002; Dyer & Singh, 1998; Husso & Nybakk, 2010). In line 

with this, strategic planning enhances performance in the local government. According 
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to Boyne (2003), performance is enhanced where planning enables the clarification of 

goals and objectives and the means of achieving them. 

 

Furthermore, participants from the follow up interviews affirmed the results and also 

allude to the adequacy of strategic planning structures in the local government. 

However, one participant added that planning would have a positive influence on 

performance where local government executives decide to carryon such plans for the 

benefit of the people. Although, strategic planning had a positive and significant 

relationship with performance, several issues where raised as factors influencing 

planning in the local government. Participants agreed that if these issues were 

addressed, it would result in even more performance for the local governments in 

Nigeria. These issues include: funding, motivation of staff, unrealistic revenue rates, 

faulty implementation, corruption, mismanagement and excessive political interference 

from states. The issues listed are contextual in nature and alludes to the influence of 

socio-cultural factors in shaping how planning and implementation further affects 

overall performance. This factors can hinder the benefits of planning to grass root 

communities who bear the brunt of poor implementation of programmes. Also, this 

makes the job of the internal auditor burdensome where he is charged with the 

responsibility of ensuring policies and procedures are adhered to. Thus, the internal 

audit does not work in isolation, several factors within the institutional environment 

affects their activities. Therefore, this issues allude to Hendrick’s (2010) assertion that 

the political context and other contextual factors determine the effectiveness of strategic 

planning in the public sector. 
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 7.3.7 Effects of Regulation on Local Government Performance 

The effects of regulation on local government performance showed a positive but non-

significant relationship. This shows that the impact of regulation was not enough to 

generate better performance for the local government. Although government 

regulations are a product of coercive pressures from higher government agencies to 

ensure conformity and better service delivery, the results seem to defeat this aim. This 

is in line with institutional theory where Scott (2004) asserts that structures are “created, 

diffused, adopted and adapted over space and time” and afterwards “fall into decline 

and disused” (p. 408). This implies that the regulations set up by government to help 

sustain the achievement of government objectives of quality service delivery have 

overtime become ineffective in generating more performance.  

 

Previous studies on the relationship between regulation and performance in the public 

sector are inconsistent. For example, Andrews et al. (2008) study found one dimension 

of regulation to be significantly related to service performance while the other 

dimension showed no relationship. The dimensions of regulation studied included 

extent of external regulation and extent of supportive regulation. Although, limited 

research has delved into the relationship between regulation and performance in the 

public sector. Wilbanks (2005) asserts that more regulation does not translate to better 

performance but enforcement does. Furthermore, the findings support previous 

research concerning Nigeria's public sector where it has been argued that laws that 

compel compliance are ineffectively enforced (Ejere, 2012; Ibietan & Joshua, 2013). 
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This might be one of the reasons for the non-significant relationship between regulation 

and local government performance. 

 

In addition, more clarifications were provided by the interviews conducted. Firstly, four 

of the six participants agreed with the outcome of the survey results while two argued 

that the impact of government regulation is strong on the performance of local 

government. The two participants argued that the results of the survey on the 

relationship between government regulations and local government were true in the 

past and that presently, with the recruitment of more professionals into local 

government and the presence of anti-graft agencies compliance was being achieved. 

However, the other participants gave several reasons why government regulation was 

not significantly related to local government performance. The participants felt that 

regulations are often ignored and neglected by the operators. Also, the participants 

opined that interference by states, conflicting regulations, god-father syndrome, and 

sanctions for violations are often suppressed make regulations ineffective in the local 

government. To support this point, participant 5 asserts that “politicians do not take 

time to study regulations and laws related to running government”. Similarly, 

participant 3 asserts that “the political terrain in Nigeria is so sensitive that even the 

executive do not follow the law, the judiciary do not follow the law… all the agencies 

of government are doing the way they like”. So where regulations and laws are not 

thoroughly understood and followed, definitely violations will follow and objectives of 

such regulations and laws would not be achieved. Thus, making the job of the internal 

auditors saddled with the responsibility of ensuring compliance difficult. Also, where 
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laws are not followed, it defeats the aim of setting up internal controls which has been 

acknowledged to bring about compliance to laws and regulations (Zakaria, Nawawi, & 

Puteh Salin, 2016). 

7.3.8 Effects of Top Management Commitment on Local Government 

Performance 

The results show that top management commitment and local government performance 

are positively and significantly related. This suggests that top management commitment 

is a significant predictor of local government performance. It also means that the more 

the commitment of top administrators of local governments, the more it generates 

performance. This finding is in tandem with the resource-based view that organizational 

and human capital are main sources of enhanced performance for an organization 

(Barney, 1991; Hansen & Wernerfelt, 1989). This also includes management, cultural, 

and organizational skills as well as an effective and committed top management 

(Castanias & Helfat, 1991; Mahoney, 1995; Powell, 1992). The findings are also 

consistent with those of similar research even though very few examined the 

relationship in the public sector. For example, Gonçalves (2014) found commitment on 

the part of elected officials led to efficient distribution of resources. Furthermore, 

McCourt's (2003) case study identified commitment of elected representatives as an 

important virtue to ensure success of reform programmes in the civil service. Also, 

Alhaqbani et al. (2016) found top management commitment to be crucial to 

improvement in organizational processes and programs.  These studies suggest a 

positive impact of top management commitment on aspects of performance in the 

public sector. Generally, little research has been done on the relationship between top 
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management commitment and performance in the public sector but the few studies cited 

above show a positive and significant relationship. 

 

Furthermore, the interviewees’ opinions differed as some felt top management was not 

committed while others felt there is some level of commitment especially on the part of 

management staff who are not politicians. The interviews also suggest top management 

was the main instrument for ensuring performance at the local government. It also 

indicated that commitment would have been more but for motivational issues bothering 

on unpaid salaries and delayed promotions, lack of cohesion among management staff, 

improper gender ratio among management staff, self-seeking attitudes, inadequate 

training avenues, and interference by politicians. Therefore, top management 

commitment is a valuable resource for achievement of local government goals and 

objectives but factors within the institutional environment also shape the impact it 

would generate for the performance of local governments. 

7.3.9 Effects of Political Interference on Local Government Performance 

The relationship between political interference and local government performance were 

investigated. From the results of the analysis, political interference and local 

government performance were negatively and significantly related. This means that 

political interference diminishes local government performance. Put differently, the 

more politicians and higher government agencies interfere in local governments, the 

less the performance. This is in line with institutional theory where higher government 

agencies exert coercive influences on other agencies by favouring the adoption of 
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certain structures, rules and norms (DiMaggio & Powell, 1983). These structures, rules 

and norms are meant for proper functioning of the organization and to maintain 

legitimacy before stakeholders. However, in line with Meyer and Rowan (1977), actual 

activities may differ from those prescribed. Differences in practice still emanate from 

the institutional environment as a result of “decoupling”. Decoupling describes a 

situation in which an organization appears to be acting along prescribed rules in order 

to maintain legitimacy but in actual sense, doing the opposite. Thus, the results suggest 

political interference is not influencing the local governments in a manner that promotes 

better service delivery and performance.  

 

Previous studies acknowledged that political interference can lead to the detriment of 

organizational goals (Chang & Wong, 2002; Shleifer & Vishny, 1994).  The findings 

of this study agree with those of previous studies, which examined the relationship 

between political interference and aspects of performance in the public sector. For 

example, Rogger (2013) conducted a study on political interference on project 

implementation in Nigeria. The study found engagement of politicians decreased 

project quality and completion rates by 69 percent and 47 percent respectively.  Also, 

De Visser (2010) examined the quality of local administration in South African 

municipalities. The study found excessive political interference had negative influence 

on the capabilities of municipalities to improve services to communities. The study 

concluded that politicians and administrators of municipalities need to be aware of the 

detrimental effects of excessive interference on the performance of municipalities. 
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Furthermore, all interviewees believe political interference had a negative influence on 

local government performance. The interviews suggest political interference is a major 

hindrance to the performance of local government. The interviews also indicate that 

political interference is pervasive. Evidence of political interference and reasons why it 

had a negative relationship on performance is shown in Table 7.3. From Table 7.3, with 

all such practices going on within the institutional environment, there would be no 

meaningful impact on the people local governments are supposed to serve. This again 

shows how institutions “decouple” even when structures appear legitimate before 

stakeholders (Meyer & Rowan, 1977; Scott, 2004; Mihret, 2010). 

 

Table 7.3 
Evidence and Reasons for the Negative Relationship between Political Interference 
and Local Government Performance 
Participant Evidence and Reasons 
P1 -Funding not released directly to local governments 

-Too many political aides and attendant cost 
-Diversion of funds 

P2 -Excessive interference in funding of local government by states 
-Award of contracts without consideration for merit and due process 

P3 

-Appointments of politicians irrespective of merit 
-Award of contracts and siting projects based on political patronage 
-Disregard for external audit reports 
-Appropriation of council’s assets 
-Godfather syndrome and influence of higher politicians 
-Political office seen as share of national cake 

P4 
-Appointments and employments not based on merit 
-No prompt sanctions for wrong doing 
-Problem of godfather syndrome 

P5 
-Award of contracts without due process 
-Phony completion of contracts on paper 
-Disregard for rules and regulation in running government 

P6 

-Political interest in awarding revenue contracts 
-Withheld/taking over of internally generated revenue and allocations by   
state governments 
-Political settlement 
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7.3.10 Effects of Strategic Mission on Local Government Performance 

Strategic mission and local government performance had a negative and non-significant 

relationship. The results imply that strategic mission diminishes local government 

performance instead of improving it. The negative relationship between strategic 

mission and local government performance is inconsistent with the resource-based view 

where according to Bryson et al. (2007), Fahy (2002), and Grant (1991) that 

organizational capital resources include both formal and informal planning processes 

and by extension the development of mission statements to provide focus for 

achievement of objectives.  Although limited researches have examined the relationship 

between strategic mission and performance in the public sector, the finding contradicts 

previous researches which found positive influences of strategic mission on 

performance of organizations in the private sector. For example, Alavi and Karami 

(2009) found significant relationship between mission statement and performance of 

small and medium sized enterprises in the UK. Sufi and Lyons (2003) found significant 

relationship between quality of mission statement and annual turnover. Also, Green and 

Medlin  (2003) reported a weak relationship between mission and organizational 

performance. Furthermore, Desmidt et al. (2011) Meta-analysis of researches exploring 

the relationship between mission and organizational performance found small and 

positive effects.  

 

The above examples were drawn from the private sector, to the best of the author's 

knowledge; no study has examined this relationship in the public sector. A recent study 

of respondents from non-profit organizations, found significant positive relationship 
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between mission statement and performance but they assert that this relationship is 

complex (Patel, Booker, Ramos, and Bart (2015). There are possible reasons why 

strategic mission showed a negative relationship with local government performance. 

First, David and David (2003) assert that most organizations do not pay attention to 

their mission statements and that most of the mission statements were vague. This is 

particularly so in the public sector where goals are sometimes vague and developing a 

mission statement for achievement of such goals becomes difficult.  

 

Secondly, the local governments face competing demands from various stakeholders 

and formulating an all-encompassing mission statement may not be feasible. Even 

when mission statements are constructed, stakeholders may not have confidence that 

their interests are captured in the mission statement.  Furthermore, the interviews 

conducted to clarify this result showed that all participants felt that mission statements 

in the local government were ineffective and inconsistent. Opinions of participants 

differed as some suggest that local governments do not really have strategic mission 

statements while others opined that mission statements of local government are more 

general in nature as defined in the constitution. Some participants noted that some local 

governments also have statements of where the want to focus but this depended on the 

chairman of the local government at any point in time. Despite this, participant 4 opined 

that mission statements were not well defined to address issues directly in the local 

government. This implies that mission statements are vague.  
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Some participants opined that even when a local government seems to have a focus, 

poor motivation of staff (both management and operational) is a major barrier. Also, 

participants felt that policy inconsistencies, interruption of tenure of political office 

holders by state government, unrealistic promises by politicians, frequent changes in 

political leadership, lack of cooperation among heads of department, poor attitude to 

change, weak internal audit, poor internal controls, interference by states, and staff not 

carried along during the design stage of mission statements were responsible for the 

negative relationship between strategic mission and performance of local governments. 

In essence, the relationship between mission statement and local government seems 

complicated as there are various factors influencing it. On the whole, the result provide 

support for the earlier assertion that internal audit and internal controls do not operate 

in a vacuum, other factors within the institutional environment work together to shape 

outcomes in an organization. 

7.4 Implications of Findings 

The implications of the findings are discussed in this section. The findings of the study 

have both theoretical and practical implications.   

7.4.1 Theoretical Implications 

The findings of the study have theoretical implications. Previous studies have used 

various theories in explaining performance of organizations such as agency theory, 

transaction cost theory, contingency theory, resource-based theory, and institutional 

theory. This study utilized the resource-based theory and institutional theory to examine 



 

299 

 

the relationship between internal audit quality, effective internal controls, institutional 

context factors and local government performance. The results showed that resource-

based theory and institutional theory are applicable in examining local government 

performance in Nigeria.  

 

The resource-based theory is applicable in the study of performance in local authorities 

in the public sector (Carmeli & Tishler, 2004). The resource-based theory stipulates 

that resources are an important factor influencing the performance of an organization 

(Barney, 1991; Peteraf, 1993). Resources are classified as tangible, intangible, and 

people-based skills. Also, people-based skills were seen as the most important for 

organizational success (Grant, 1991). Resources are further classified as physical, 

technological, human, administrative, financial, reputational, and organizational capital 

resources (Grant, 1991). Thus, people-based skills include training, workers 

experience, intelligence, internal relationships among workers, judgment, insight of 

workers, and management in the organization (Amit & Schoemaker, 1993; Hall, 1992; 

Husso & Nybakk, 2010). Previous studies found evidence that intangible resources are 

not easily replicated and hold the capacity to generate superior performance in an 

organization (Carmeli & Tishler, 2004; Flatt & Kowalczyk, 2011; Galbreath, 2005; 

Roberts & Dowling, 2002). Therefore, this study used the resource-based theory to 

provide explanation on the relationship between internal audit quality, effective internal 

controls, internal audit relationship with auditees and management, top management 

commitment, strategic planning, strategic mission, corporate ethical culture and local 

government performance. These were regarded in this study as intangible resources 
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which could generate better performance in the local government. Thus, the findings 

revealed significant positive relationships between internal audit quality, effective 

internal controls, top management commitment, strategic planning and performance of 

local government. Thus, upholding the resource-based theory. On the other hand, some 

institutional context factors such internal audit relationship with auditees and 

management, strategic mission, and corporate ethical culture did not provide support 

for the resource-based theory. 

 

Secondly, the study upholds the institutional theory. The institutional theory holds that 

organizations are influenced by isomorphic pressures emanating from outside 

(DiMaggio & Powell, 1983). These pressures exert coercive, mimetic, and normative 

influences on the activities, processes, and even survival of the organization. Thus, 

organizations gain legitimacy and acceptance from stakeholders by conforming to the 

dictates of actors in the organizational environment. Legitimacy is the general 

perception of the actions of an entity as appropriate and in line with the values and 

norms already established in society (Suchman, 1995). Thus, an organization may 

appear to conform to external expectations but actual activities differ (Scott, 2004). The 

phenomena is often termed “decoupling” where actual actions and activities differ from 

laid down expectations. The institutional context factors work together with the 

resources of the organization to shape the outcome of the organization. In this study, it 

is argued that resources alone could not generate better performance but a combination 

of resources and factors within the organizational environment can generate better 

performance. Other institutional context factors included: collaboration between 
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internal and external audit, regulations, and political interference. Although, 

collaboration between internal and external audit, regulations, and political interference 

did not provide support for better local government performance, their outcome can be 

examined using the institutional theory.  

 

It has been argued that the institutional theory inquiries into how structures are "created, 

diffused, adopted, and adapted over space and time; and how they fall into decline and 

disuse"(Scott, 2004 p. 408). Thus, the public sector is noted for adoption of rules and 

regulations to guide the conduct of activities that enhance the welfare of citizens. For 

example, external audit, government regulations, and interference from higher 

government serve as mechanisms through which assurance to citizens on the affairs of 

lower tier of government like the local government is secured. However, the findings 

of this study showed, for example, a decline in structures such as collaboration between 

internal and external audit, regulations, and political interference that should propel 

performance in the local government as shown by the negative and significant results. 

Also, the institutional theory helps explain the insignificant relationship between other 

institutional context factors such internal audit relationship with auditees and 

management, strategic mission, and corporate ethical culture. From the institutional 

theory perspective, this shows that local governments have “decoupled” in the sense 

that structures that should drive better service delivery and performance are actually 

inhibiting them. The intended outcome of the institutional context factors are actually 

different in real terms. Thus, the institutional theory helps provide explanation on the 

performance failures of local governments in Nigeria. Institutional theory has been 
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adjudged relevant for research in a developing context where the market system as 

found in developed countries is not well established and developed (Al-Twaijry et al., 

2003; Mihret, 2010). 

 

 Furthermore, the results of the interviews further provides support for the resource-

based and institutional theories. The interviews suggest a strong influence of the 

institutional context in shaping performance whether positively or negatively. Thus, 

demonstrating that internal audit and internal controls standing alone may not generate 

the much needed performance for stakeholders in the local governments in Nigeria 

(Baltaci &Yilmaz, 2006). Generally, the study provides empirical evidence that the 

resource-based and institutional theories can be relied on to explain performance in the 

public sector and local governments in particular in a context such as Nigeria. 

 

Finally, as far as this study is concern, this is one of the first to examine this group of 

variables in the local government and Nigeria in particular as there are limited studies 

in the public sector and in an African setting. Thus, literature on the performance of 

local governments in the public sector is further extended. 

7.4.2 Practical and Policy Implications 

The findings from this study presents some practical and policy issues that stakeholders 

in the public sector in Nigeria and local governments in particular should consider. This 

study should be of particular interest to the Local Government Civil Service 

Commission, government and policy holders, local government administrators, and 
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external auditors of local governments. The study also should be of interest to 

researchers and the public at large. 

 

Firstly, despite the fact that the study provides support for the positive and significant 

relationship between internal audit quality, effective internal controls, and local 

government performance, the interviews suggest a lot still needs to be done. Some 

interview participants opined that some internal auditors are not sound in knowledge, 

have limited professional expertise and internal controls were not always effective. The 

participants believe that shortage of staff, inadequate training for internal audit, capacity 

issues, funding of internal audit units and management support are issues still limiting 

the contribution of internal controls and the value adding role of internal to local 

government operations. Considering the role of the internal auditor, possession of 

recognized professional certification is necessary to ensure sound knowledge and 

professional expertise. From the demographic data on professional certification, only 

35 percent (136) of respondents had the recognized professional certification. 

Therefore, the Local Government Civil Service Commission may need to recruit more 

certified accountants into the local government and also provide training updates for 

existing internal audit staff. Elected representatives and bureaucrats in the local 

governments should pay attention to internal audit and ensure the quality of the function 

is sustained.  

 

Furthermore, the study showed that institutional context factors had varying levels of 

influence on local government performance. Particularly, the negative impact on 
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performance. Most of the issues raised by interviewees with respect to these factors 

emanate from the institutional environment and falls within the ambit of government 

and policy makers for local governments. Particularly the various state governments, 

the State Houses of Assembly and even the federal government. Policy makers should 

ensure the stability of political leadership in the local government to sustain policy 

consistency. Also, the current funding of local government through the State Joint Local 

Government Account System as prescribed by the Nigerian constitution Section 162 is 

not sustainable for local governments. Instead of providing a means of supervising and 

ensuring effective service delivery for communities, it has become a source of excessive 

interference in the administration of local governments with its attendant detrimental 

effects on performance. Thus, policy makers may consider reexamining this law with a 

view to reducing the overbearing influence of states in local government affairs. Also, 

the law requiring internal auditors to report to the local government chairman should 

be reexamined as this erodes the independence of internal audit and limits their ability 

to report objectively on issues. Also, this reporting relationship serves as a means 

through which internal audit activities are contained and suppressed. 

 

Also, supervisory agencies over local government should ensure upholding the rule of 

law and shun the godfather syndrome. Violators of rules and regulations in the local 

government should be appropriately sanction in a timely manner. This way corruption 

and flagrant disregard for rules and regulations would be curbed and the internal audit 

and internal controls would operate to promote performance.  
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In addition, the findings are of immense importance to elected representatives and 

bureaucrats in the local governments. With respect to violations of controls and 

regulations in the local government, elected representatives should be handed relevant 

regulations like the financial memoranda. They should ensure understanding of the laws 

in order to minimize friction with internal audit over violations of rules. Similarly, the 

result showed that prevailing corporate ethical culture in the local government 

negatively affected performance. This has implications for top management in the local 

government as this indicates that management was not leading by example. Thus, such 

an environment may not promote transparency and accountability. Also, where top 

management does not set the tone for ethical behaviour, other employees would not see 

it as important for the success of the local government. Therefore, top management of 

councils could consider setting the right ethical atmosphere by “walking the talk”.  

 

Also, the negative relationship between strategic mission and local government 

performance has implications for local government administrators. This implies that 

mission statements are not effective in enabling the achievement of local government 

goals. Interviews suggest motivational issues, unfairness in promotion and progression, 

and poor direction on the part of political heads. Management of councils should 

address issues by considering their promotion policies and ensuring staff are elevated 

as at when due and ensuring fairness in the process. A well-motivated team would be 

inclined to support and pursue management objectives. Management should also 

consider developing a well-defined mission statement to eliminate every 

misunderstanding and should be seen to be committed to the mission statement. 
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The study also has implications for external and internal auditors in the local 

government. The fact that collaboration of internal and external audit a negative 

relationship with performance calls for concern. The findings suggest negative 

collaboration between internal and external audit resulted from unethical acts involving 

some internal and external auditors. Gratification and extortion were demanded from 

management of local governments by external auditors in connivance with internal 

auditors to tamper reports. This shortchanges service delivery and performance as 

anomalies are covered to the detriment of communities. Furthermore, external auditors 

should provide support for internal auditors in the discharge of their duties. 

 

On the whole, the institutional context determines how much internal audit quality and 

internal controls contributes to performance. For example, through management 

restriction of funding and training for internal audit, the much needed expertise for 

monitoring controls and keeping abreast with new developments is limited. This way 

internal audit is restrained and disabled to do its work. Hence, top management in the 

local government should consider internal audit and internal controls as an integral part 

of the success of local government and give support to the function. 

 

Finally, this study provides implications for research. Relatively few studies have been 

conducted on the relationship between internal audit quality, internal controls and 

performance. Most of these studies were carried out in developed countries and few 

developing countries and mostly in the private sector and few in the public sector. Most 



 

307 

 

of the studies examined various aspects of an organizations operations with respect to 

internal audit quality and internal controls. This study expands current literature by 

providing evidence of the relationship between internal audit quality, effective internal 

controls, and institutional context factors on performance of local government in 

Nigeria. The study demonstrates the Nigerian situation with respect to the sociocultural, 

economic and political differences with developed countries. Nigeria being a 

developing country has peculiar characteristics where issues of corruption, poor 

application of laws and rule of law, excessive political interference trails public 

agencies, thus limiting effective service delivery. Hence, the study demonstrates the 

impact of internal audit quality, effective internal controls, and institutional context 

factors on local government performance. It is evident from the study outcomes that 

these factors do not work independently. Internal audit quality and internal controls are 

constantly shaped by the effects of the institutional context and determines to a large 

extent, how effective both would contribute to performance. 

7.5 Limitations and Recommendation for Future Studies 

The study has four specific limitations worth noting. First, the study is based on the 

third tier of government in Nigeria; local governments. As a result, findings may not be 

generalized to the entire public sector without conducting a similar study on the other 

tiers of government. Therefore, future research could be conducted at federal and state 

levels in order to provide more support for the findings of this study. Similarly, the 

findings of this study may not be generalized to other context because of differences in 

the institutional environment. 
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Also, the findings of this study were based on the internal auditor's perspective which 

may not reflect the perspective of other units and departments in the local government. 

However, interviews of six participants served as a validation tool to clarify the results 

of the survey. Participants were from various backgrounds (directors of audit in the 

Auditor-General Office, a director of finance and supply and three heads of internal 

audit) within the local governments. Therefore, future survey research could 

approached the subject from the perspectives of other stakeholders in the local 

government; for example, administrative heads besides internal audit. 

 

Thirdly, data for this study were collected at a point in time (cross-sectional), thus only 

a fragment of the population was studied. Therefore, the collection of data from the 

same population at different points in time might produce different results, even though 

relationships between variables were developed based on theories (Kumar et al., 

2013).Therefore, future research could explore the collection of data on a longitudinal 

basis. 

 

Fourthly, a self-reported questionnaire was used to collect data on both independent 

and dependent variables of the study. Thus, all the study's variables were measured 

subjectively. Data collected through self-reported questionnaires are often associated 

with the problem of socially desirable responses (Sekaran & Bougie, 2013). Therefore, 

future research could examine objective data from local governments for measuring the 

variables of the study. 
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7.6 Conclusions  

The study examined the relationship between internal audit quality, effective internal 

controls, and institutional factors on local government performance in Nigeria. 

Institutional factors include: internal audit relationship with management and auditees, 

top management commitment, strategic planning, corporate ethical culture, strategic 

mission, internal and external audit collaboration, regulations, and political 

interference. The research was borne out of concern for the seemingly no evidence of 

value-adding by internal audit and internal controls in the local government occasioned 

by wide spread performance failures. Although some researches have been conducted 

on aspects of internal audit quality and effective internal controls on performance, most 

of them were conducted in the private sector except for Mihret (2010), Carmeli and 

Tishler (2004) and Aikins (2011). Besides most of the studies ignored the influence of 

context factors that also influences performance. Also, Baltaci and Yilmaz (2006) 

argued that internal audit and internal controls alone could not improve performance 

without being embedded in the governance systems of an organization. Thus, this study 

was conducted in response to the calls for research. Given Nigeria’s sociocultural and 

political terrain, institutional context factors were included along with internal audit 

quality and internal controls in order to assess their joint impact on performance.  

 The findings revealed that internal audit quality and effective internal controls, were 

positively and significantly related to local government performance. This implies both 

add value to the local government. However, mixed results were obtained from the 

institutional context factors. Some factors were negatively and significantly related to 
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local government performance while others were positively related. Also, some were 

insignificant whether positive or negative. In addition to the findings, six interviews 

were conducted to provide clarification on the results. All the participants affirmed the 

results and raised issues based on the results. For example, although some institutional 

context factors were positively and significantly related to local government 

performance, participants identified issues associated with context factors that have 

limited performance in the local government. These issues are pervasive such that both 

the activities of internal audit and set controls are affected. This implies that even 

though internal audit quality and effective controls can promote performance, the 

presence of institutional context factors also exerts influence on the extent the former 

can propel performance as none operates in isolation in the local government. In view 

of the above, strengthening mechanisms of control like the internal audit, internal 

controls and ensuring a conducive organizational environment that fosters increased 

performance is a necessity for Nigerian local governments. 
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Appendix A: Research Questionnaire 

 
 

RESEARCH QUESTIONNAIRE 
COLLEGE OF BUSINESS, UNIVERSTI UTARA MALAYSIA, SINTOK, 

KEDAH, MALAYSIA 
Dear Sir, 
This questionnaire is designed purely for academic research purposes. It is meant to aid 
in the data collection process as a requirement for award of the PhD degree in 
Accounting. The questionnaire is designed to obtain data for examining the relationship 
among internal audit quality, effective internal controls, institutional context factors 
and local government performance in Nigeria.  
Please be assured that your responses will be strictly treated as confidential and only 
for research. 
Thank you in anticipation of your cooperation and assistance. Please do not hesitate to 
contact me should you require further clarification. 
Yours sincerely, 
Obal Usang Edet Usang  
PhD Candidate 
Othman Yeop Abdullah Graduate School of Business 
Universiti Utara Malaysia 06010 Sintok, Kedah Malaysia 
Phone: +2348035523486 
Email: usangobal@yahoo.com/ s95365@student.uum.edu.my 
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PART A 
Instructions: Below are statements that describe how you perceive the following 
factors (effective internal controls, internal audit quality, top management 
commitment, corporate ethical culture, strategic planning, strategic mission, and 
Internal audit relationship with management and auditees) that influence 
performance of local governments in Nigeria. Please use the following scales to 
indicate your level of agreement or disagreement with each statement from "Strongly 
disagree" to "Strongly agree". 
 

Code Scale Items Strongly 
disagree 

   Strongly 
Agree 

Effective Internal Controls 

EICS1. My local government adheres strictly to 
laid down policies in running its affairs 

1 2 3 4 5 

EICS2. Management is committed to ethics 
integrity in running the Council 

1 2 3 4 5 

EICS3. Council executive members are 
sufficiently competent to carry out their 
duties 

1 2 3 4 5 

EICS4. Deviations from standard policies are 
promptly investigated 

1 2 3 4 5 

EICS5. Risk assessment is carried out by Council 
executive in order to ensure achievement 
of stated objectives of the local 
government 

1 2 3 4 5 

EICS6. External auditors recommendations on 
internal controls are promptly 
implemented  

1 2 3 4 5 

EICS7. Followup on recommendations on the 
internal control system deficiency is 
carried out to take corrective actions 

1 2 3 4 5 

EICS8. Periodic verification of records is 
undertaken to safeguard  physical assets 

1 2 3 4 5 
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Code Internal Audit Quality: 

Competence 

C1 Internal audit employees have 
relevant education in auditing 
and accounting 

1 2 3 4 5 

C2 Internal audit staff have 
thorough knowledge of local 
government operations 

1 2 3 4 5 

C3 Internal audit employees have 
professional certifications 
such as CIA, CPA, ACA, 
CNA 

1 2 3 4 5 

C4 Internal audit employees 
regularly attend training 
programs 

1 2 3 4 5 

 
Quality of work performed 

QWK1 Internal audit completely 
determines the annual audit 
work plans 

1 2 3 4 5 

QWK2 Internal audit is able to to 
cover all areas in its annual 
audit plan for the local 
government 

1 2 3 4 5 

QWK3 Internal audit regularly 
follows up to examine actions 
taken to effect corrections on 
observations made 

1 2 3 4 5 

QWK4 Internal audit ensures 
organizational resources are 
used effectively 

1 2 3 4 5 

QWK5 Internal audit assist local 
government management to 
evaluate risks 

1 2 3 4 5 

Code 
Organizational Independence 

OID1 The head of internal audit has 
direct working relations with 
the Chair of the local 
government 

1 2 3 4 5 

OID2 The approval of the Local 
Government Service 
Commission is required 
before terminating the job of 
an internal audit staff 

1 2 3 4 5 
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OID3 Internal audit has free access 
to all information about my 
local government 

1 2 3 4 5 

OID4 Internal audit in my local 
government can audit any 
issue without restrictions 

1 2 3 4 5 

 Training and development      

CD1 Internal audit department is a 
stage in preparing employees 
for non-audit positions in the 
local government 

1 2 3 4 5 

CD2 Internal audit department is a 
stage in the promotion process 
of employees in the local 
government 

1 2 3 4 5 

CD3 Internal audit staff are 
regularly exposed to career 
development courses  in my 
local government 

1 2 3 4 5 

CD4 Internal audit has a defined 
career path 

1 2 3 4 5 

Code 
Top management support toward internal audit 

MS1 Management is aware of the 
needs of internal audit as 
shown in the budget allocated 
to the department 

1 2 3 4 5 

MS2 Management provides enough 
support for internal audit 
training and development 

1 2 3 4 5 

MS3 Our  internal audit department 
has enough staff compared to 
the amount of audit work to be 
carried out 

1 2 3 4 5 

MS4 Top management  provides 
internal audit with the support 
it requires to contribute to 
performance of local 
government 

1 2 3 4 5 
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Code 
Top management commitment 

TMC1 Top management of my local 
government is truly committed 
to improving the quality of 
service to communities 

1 2 3 4 5 

TMC2 Top management of my local 
government constantly searches 
for better ways of improving 
performance 

1 2 3 4 5 

TMC3 Top management of my local 
government encourages 
employees to search for ways to 
contribute to performance 

1 2 3 4 5 

TMC4 Top management of my local 
government implements areas of 
performance improvement 
identified by employees 

1 2 3 4 5 

TMC5 Top management of my local 
government is willing to put in a 
great effort beyond that normally 
expected in order to improve 
performance of our local 
government 

1 2 3 4 5 

Code Strategic planning 

SP1 Strategic planning supports the 
achievement of local 
government goals  

1 2 3 4 5 

SP2 Strategic planning process in my 
local government is considered 
efficient 

1 2 3 4 5 

SP3 Detailed action plans are 
developed to support local 
government performance 
strategy 

1 2 3 4 5 

SP4 Strategic planning activities are 
clearly documented in my local 
government 

1 2 3 4 5 

SP5 Strategic planning is given top 
priority by top management in 
my local government 

1 2 3 4 5 

SP6 The procedures of strategic 
planning are well understood by 
those responsible for 
implementation 

1 2 3 4 5 
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Code 
Strategic mission 

SM1 The main service to communities 
by my local government is clearly 
identified 

1 2 3 4 5 

SM2 There is a clear description of 
what my local government wants 
to become 

1 2 3 4 5 

SM3 My local government statement 
of mission promotes a sense of 
shared expectations in employees 

1 2 3 4 5 

SM4 The statement of mission 
promotes a favourable image of 
my local government to 
stakeholders 

1 2 3 4 5 

SM5 My local government mission 
statement generates better 
allocation of resources 

1 2 3 4 5 

Code Internal audit relationship with 
management and auditees 

     

IAMA1 Internal audit has unimpeded 
access to all aspects of local 
government operations including 
records and properties 

1 2 3 4 5 

IAMA2 Management and auditees are 
usually prepared prior to an audit 
in my local government 

1 2 3 4 5 

IAMA3 Management and auditees 
maintain a positive attitude during 
audit 

1 2 3 4 5 

IAMA4 Management and auditees take 
responsibility for deficiencies 
highlighted during audit 

1 2 3 4 5 

IAMA5 Management and auditees  see 
internal audit as partners in 
improving the performance of my 
local government 

1 2 3 4 5 
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Code Corporate ethical culture 

CC1 Top management sets a good 
example of ethical behaviour 

1 2 3 4 5 

CC2 Sufficient information is made 
available to enable employees 
discharge their responsibilities 

1 2 3 4 5 

CC3 In my local govenrment, adequate 
checks are undertaken to detect 
unethical behaviour 

1 2 3 4 5 

CC4 In my local govenrment, 
employees are allowed to freely 
express their opinion 

1 2 3 4 5 

CC5 In my local govenrment, 
incidence of unethical behaviour 
is viewed seriously 

1 2 3 4 5 

CC6 In my local government, 
appropriate disciplinary action is 
taken against unethical behaviour 
without regard to the position of 
perpetuator of the unethical act 

1 2 3 4 5 

 

Code Internal audit and external audit collaboration 

IAEA1 Internal and external auditors 
collaborate on areas of audit 
coverage 

1 2 3 4 5 

IAEA2 Internal and external auditors 
collaborate on work schedules 
during audit 

1 2 3 4 5 

IAEA3 Internal and external auditors 
freely access each other's working 
papers 

1 2 3 4 5 

IAEA4 Audit reports and other 
management letters are freely 
exchanged between internal and 
external audit 

1 2 3 4 5 

IAEA5 Collaboration between internal 
and external audit increases 
efficiency of the conduct of audit 

1 2 3 4 5 

IAEA6 Collaboration between internal 
and external audit improves the 
quality of local government 
performance information 

1 2 3 4 5 

Code Regulations      
GR1 Government regulations promote 

fiscal health of local government 
1 2 3 4 5 

GR2 Local government functions well 
with government regulations 

1 2 3 4 5 
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GR3 Service delivery in local 
government is effective by 
complying with government 
regulations 

1 2 3 4 5 

GR4 Efficient use of resources in local 
government is occassioned by 
complying with government 
regulations 

1 2 3 4 5 

GR5 Government regulations impacts 
efficiency and effectiveness of 
local government operations 

1 2 3 4 5 

Code Political interference      
PI1 Political interference of higher 

government is important for 
policy direction of local 
government 

1 2 3 4 5 

PI2 Local administrative initiative is 
limited by Political interference 

1 2 3 4 5 

PI3 Political interference diverts local 
government goals 

1 2 3 4 5 

PI4 Politicians outside my local 
government are unnecessarily 
involved in local government 
administration 

1 2 3 4 5 

PI5 Political interference has lead to 
reversal of audit findings in my 
local government 

1 2 3 4 5 

PI6 There are instances of providing 
incomplete information in order 
to justify an outcome in my local 
government 

1 2 3 4 5 
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Part B: Local government performance 
Code Scale Items  

 Strongly 
disagree 

   Strongly Agree 

Local government 
performance (Financial)  

FP1 The current financial 
situation in my local 
government is acceptable 

1 2 3 4 5 

FP2 Capital improvement plans 
in my local government is 
fully financed 

1 2 3 4 5 

FP3 My local government is able 
to maintain current 
employee salaries and 
benefits 

1 2 3 4 5 

FP4 My local government 
council has been able to roll 
over cash reserves from 
previous budget cycles 

1 2 3 4 5 

FP5 The internal revenue 
generated my local 
government in previous 
budget cycles is adequate 

1 2 3 4 5 

Code Scale Items  
Local government 
performance (Non 
Financial) 

Very 
Low 

   Very High 

NFP1 How would you rate the 
overall productivity of of 
your local government 

1 2 3 4 5 

NFP2 Overall, how would you rate 
the quality of services 
provided by your local 
government 

1 2 3 4 5 

NFP3 Overall, how would you rate 
the work performed by your 
local government in 
achieving  its set objectives 

1 2 3 4 5 

NFP4 Overall, how would you rate 
the procedures put in place 
by your local government to 
improve the quality of 
services offered to 
communities 

1 2 3 4 5 
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Part C: Demographic and Background Information 
Information: Please tick and/ or fill as appropriate in the provided spaces your exact 
assessment of the following demographic and background information: 

A. Gender  ο   Male ο   Female       

B. Age  ο   21-30     ο   31-40   ο   41-50    ο   51 Above 

C. Work Experience  
ο   less than 1 year   ο   1-5 years   ο  5-10 years    ο  Above 10 years 

D. Work experience in internal audit 
ο   less than 1 year   ο   1-5 years     ο  5-10 years    ο  Above 10 years 

E. Highest Educational Qualification 
ο Doctorate   ο  Masters   ο  First degree ο  Diploma/NCE  
ο Secondary school certificate ο Others (Specify) 

F. Your academic major  

ο  Accounting   ο  Auditing   ο  Finance ο  Economics   ο others (specify) 

G. Please indicate your professional certifications (e.g CIA, ACA, CNA etc)  
..................................................... 

H. Please indicate the size of the work force in your local government council 

ο   1-50 ο  51-100 ο  101-500 ο  501-1000 ο  1001-5000  
ο  Above 5000 

I.  Please indicate the size of the internal audit department (number of staff) 
in your local government council..................................... 
 

J.  Please indicate the reporting level of the Chief Internal Auditor of your  
local government council......................................................... 

      K.   In which of the geopolitical zone is your local government located? 
 North-Central  
 North-East 
 North-West 
 South-East 
 South-West 
 South-South 
  
Thank you so much for your cooperation. 
Obal Usang Edet Usang 
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Appendix B: Feedback on Pilot Survey 

1. How many minutes did it take you to complete the survey questionnaire? 
________________________ 
2. Do you think the 20-25 minutes allocated to completing the survey questionnaire is 
appropriate? 
3. Please provide comments on statements you found to be unclear 
Section:________________________________________________ 
Question No.:___________________________________________ 
Suggestion for 
improvement:_____________________________________________________________ 
 
4. Please provide comments on statements you had difficulty answering 
Section:___________________________________________________ 
Question No.:______________________________________________ 
Suggestion for 
improvement:_____________________________________________________________ 
 
5. Do you think all sections included in the questionnaire appropriate and in the right order? 
Yes □    No □ 
Please give your comments 
___________________________________________________________________________
__________ 
6. Do you think the length of each question is appropriate? 
Yes □    No □ 
Please give your comments 
___________________________________________________________________________
_________ 
7. Do you think the length of the entire questionnaire is appropriate? 
Yes □    No □ 
Please give your comments 
___________________________________________________________________________
__________ 
8. Do you find any question uncomfortable for you to answer? 
Yes □    No □ 
Pease give your comments 
___________________________________________________________________________
__________ 
9. On the whole, what is your opinion about the questionnaire? 
Please give your comments 
___________________________________________________________________________
_________ 
10. Please kindly give any other comment that you think will help improve the survey 
questionnaire. 
Please give your comments 
___________________________________________________________________________
__________ 

THANK YOU!! 
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Appendix C: Missing Values Replacement Output 
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Appendix D: Regression Standardized Residuals 
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Appendix E: Interview Questions 

1) Internal audit quality- based on your experience, what do you think about internal 

audit quality? 

2) In what ways do you think internal audit relates to local government performance? 

3)  The results of my earlier study showed a strong positive relationship between 

internal audit quality and local government performance, can you throw some light on 

this? 

4)   How would you describe internal controls in the local government? 

5)   Could you explain the link between effective internal controls and local government 

performance? 

6)  My earlier study showed a strong positive relationship between effective internal 

controls and performance, could you kindly comment on this result? 

7)  Based on your experience, how would you describe internal audit relationship with 

management and auditees in the LGA? 

8)  What are your major challenges? 

9) My earlier study found a weak influence of the above relationship on LG 

performance, could you please comment? 

10) How would you describe internal and external audit collaboration in the LGA? 

11) The results of my earlier study showed that IA and EA collaboration had a strong 

negative impact on performance of LGAs, what do you think? 

12)  How do laid down regulations (financial etc) impact LG performance? My earlier 

survey found it had a nonsignificant relationship with performance, could you comment 

this result? 

13) What do you think of political interference in LG? 

14) What impact does it have on LG performance? My earlier study results found a 

strong negative impact, could you comment? 

15)  How would you describe the ethical culture of LG? My earlier study showed it had 

a negative influence on LG performance, any clarification on the results? 
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16) How would you describe top management commitment in the LG? The results of 

my survey showed that top management commitment in the LG had a strong positive 

influence on LG performance, can you comment on this result? 

17) What do you think about strategic planning in the LG? The results of my survey 

showed that strategic planning had a strong positive influence on LG performance, 

could you comment on this result? 

18) How would you describe strategic mission in the LG? The results of my survey 

showed that strategic mission had a negative influence on LG performance, could you 

comment on this result? 
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Appendix F: Results of Selection Bias using Mann-Whitney U and Kruskal-

Wallis Tests 

Gender 

Variables Group N Mean 
Rank 

Sum of 
Ranks 

Test Statistic 
Mann-

Whitney 
U 

Wilcoxon 
W Z Asymp. 

Sig. 

LGP Female 
Male 

55 
246 

153.42 
150.46 

8438 
37013 6632 37013 -.228 .819 

IAQ Female 
Male 

55 
246 

156.98 
149.66 

8634 
36817 6436 36817 -.564 .573 

EICS Female 
Male 

55 
246 

159.87 
149.02 

8793 
36658 6277 36658 -.838 .402 

IAMA Female 
Male 

55 
246 

163.67 
148.17 

9002 
36449 6068 36449 -1.203 .229 

IAEA Female 
Male 

55 
246 

171.22 
146.48 

9417 
36034 5653 36034 -1.917 .055 

CC Female 
Male 

55 
246 

161.75 
148.60 

8896.5 
36554.5 6173.5 36554 -1.017 .309 

SP Female 
Male 

55 
246 

164.16 
148.60 

9029 
36422 6041 36422 -1.248 .212 

GR Female 
Male 

55 
246 

153.74 
150.39 

8455.5 
36995.5 6614.5 36995.5 -.260 .795 

TMC Female 
Male 

55 
246 

157.92 
149.45 

8685.5 
36765.5 6384.5 36765.5 -.655 .513 

PI Female 
Male 

55 
246 

154.85 
150.14 

8516.5 
36934.5 6553.5 36934.5 -.364 .716 

SM Female 
Male 

55 
246 

151.47 
150.89 

8331 
37120 6739 37120 -.045 .964 
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Professional Certification 

Variables Group N Mean 
Rank 

Sum of 
Ranks 

Test Statistic 
Mann-

Whitney 
U 

Wilcoxon 
W Z Asymp. 

Sig. 

LGP With 
profcert 
Without 
profcert 

193 
 
108 

144.1 
 
163.4 

  27809 
 
  17642 9088 27809 -1.84 .065 

IAQ With 
profcert 
Without 
profcert 

193 
 
108 

155.1 
 
143.6 

29939 
 
15511.5 9625.5 15511.5 -1.10 .271 

EICS With 
profcert 
Without 
profcert 

193 
 
108 

150.86 
 
151.25 

29116.5 
 
16334.5 10395.5 29116.5 -.037 .971 

IAMA With 
profcert 
Without 
profcert 

193 
 
108 

146.37 
 
159.27 

28249.5 
 
17201.5 9528.5 28249.5 -1.24 .214 

IAEA With 
profcert 
Without 
profcert 

193 
 
108 

148.48 
 
155.50 

28657.5 
 
16793.5 9936.5 28657.5 -.67 .500 

CC With 
profcert 
Without 
profcert 

193 
 
108 

147.30 
 
157.61 

 28429.5 
 
17021.5 9708.5 28429.5 -.988 .323 

SP With 
profcert 
Without 
profcert 

193 
 
108 

148.19 
 
156.02 

28601 
 
16850 9880 28601 -.753 .451 

GR With 
profcert 
Without 
profcert 

193 
 
108 

157.70 
 
139.03 

30436 
 
15015 9129 15015 -1.80 .071 

TMC With 
profcert 
Without 
profcert 

193 
 
108 

147.23 
 
157.75 

28414.5 
 
17036.5 9693.5 28414.5 -1.01 .312 

PI With 
profcert 
Without 
profcert 

193 
 
108 

156.80 
 
140.63 

30262.5 
 
15188.5 9302.5 15188.5 -

1.55 .121 

SM With 
profcert 
Without 
profcert 

193 
 
108 

148.55 
 
155.38 

28670 
 
16781 9949 28670 -.66 .512 
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Kruskal-Wallis Test (Experience in Internal Audit) 

Variables Group N Mean Rank 
Test Statistics 

Chi-
Square df Asymp. Sig 

LGP < 5 years 
1-5 years 
5-10 years 
 Above 10 yrs  

25 
117 
108 
40 

135.98 
155.75 
142.59 
129.34 

3.695 3 .296 

IAQ < 5 years 
1-5 years 
5-10 years 
 Above 10 yrs  

25 
117 
108 
40 

143.56 
153.85 
129.82 
164.63 

7.037 3 .071 

EICS < 5 years 
1-5 years 
5-10 years 
 Above 10 yrs  

25 
117 
108 
40 

136.78 
151.21 
136.87 
157.56 

2.798 3 .424 

IAMA < 5 years 
1-5 years 
5-10 years 
 Above 10 yrs  

25 
117 
108 
40 

137.72 
155.59 
137.39 
142.75 

3.001 3 .391 

IAEA < 5 years 
1-5 years 
5-10 years 
 Above 10 yrs  

25 
117 
108 
40 

170.40 
150.14 
137.87 
136.99 

3.913 3 .271 

CC < 5 years 
1-5 years 
5-10 years 
 Above 10 yrs  

25 
117 
108 
40 

168.66 
149.08 
137.89 
141.10 

3.137 3 .371 

SP < 5 years 
1-5 years 
5-10 years 
 Above 10 yrs  

25 
117 
108 
40 

149.62 
152.76 
132.62 
156.45 

4.219 3 .239 

GR < 5 years 
1-5 years 
5-10 years 
 Above 10 yrs  

25 
117 
108 
40 

170.16 
145.42 
138.39 
149.51 

3.087 3 .378 

TMC < 5 years 
1-5 years 
5-10 years 
 Above 10 yrs  

25 
117 
108 
40 

129.68 
156.85 
131.73 
160.58 

7.143 3 .067 

PI < 5 years 
1-5 years 
5-10 years 
 Above 10 yrs  

25 
117 
108 
40 

127.76 
142.76 
146.56 
161.74 

2.784 3 .426 

SM < 5 years 
1-5 years 
5-10 years 
 Above 10 yrs  

25 
117 
108 
40 

153.78 
157.32 
128.95 
150.44 

6.965 3 .073 
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Kruskal-Wallis Test (Geopolitical Zone) 

Variables Group N Mean 
Rank 

Test Statistics 
Chi-

Square df Asymp. 
Sig 

LGP North-Central 
North-East 
North-West 
South-East 
South-West 
South-South 

57 
34 
61 
41 
59 
49 

148.77 
119.00 
162.08 
171.60 
150.97 
144.81 

8.187 5 .146 

IAQ North-Central 
North-East 
North-West 
South-East 
South-West 
South-South 

57 
34 
61 
41 
59 
49 

154.76 
118.68 
159.09 
159.41 
155.36 
146.69 

5.980 5 .308 

EICS North-Central 
North-East 
North-West 
South-East 
South-West 
South-South 

57 
34 
61 
41 
59 
49 

145.53 
116.24 
156.46 
168.56 
158.75 
150.67 

8.066 5 .153 

IAMA North-Central 
North-East 
North-West 
South-East 
South-West 
South-South 

57 
34 
61 
41 
59 
49 

144.48 
106.69 
163.67 
169.71 
169.99 
135.03 

11.233 5 .047 

IAEA North-Central 
North-East 
North-West 
South-East 
South-West 
South-South 

57 
34 
61 
41 
59 
49 

142.39 
131.87 
157.08 
159.98 
159.98 
148.39 

3.650 5 .601 

CC North-Central 
North-East 
North-West 
South-East 
South-West 
South-South 

57 
34 
61 
41 
59 
49 

149.81 
105.28 
153.87 
167.73 
162.73 
152.11 

12.180 5 .032 

SP North-Central 
North-East 
North-West 
South-East 
South-West 
South-South 

57 
34 
61 
41 
59 
49 

146.75 
104.72 
160.24 
167.65 
162.28 
149.05 

5.233 5 .388 

GR North-Central 
North-East 
North-West 
South-East 
South-West 
South-South 

57 
34 
61 
41 
59 
49 

159.02 
105.93 
152.77 
161.12 
159.14 
152.47 

10.923 5 .053 
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TMC North-Central 
North-East 
North-West 
South-East 
South-West 
South-South 

57 
34 
61 
41 
59 
49 

158.13 
111.72 
146.99 
155.44 
170.86 
147.32 

10.797 5 .056 

PI North-Central 
North-East 
North-West 
South-East 
South-West 
South-South 

57 
34 
61 
41 
59 
49 

165.35 
170.25 
132.95 
146.35 
158.24 
138.59 

7.419 5 .191 

SM North-Central 
North-East 
North-West 
South-East 
South-West 
South-South 

57 
34 
61 
41 
59 
49 

153.46 
146.24 
151.10 
168.70 
146.41 
142.05 

2.545 5 .770 

Sig at P< .05 

Post Hoc Test – Geopolitical Zone 

Multiple Comparisons- Bonferroni (Corporate Ethical Culture-CC) 

(I)Geozone         (J) Geozone Mean diff  
(I-J) 

Std. 
Error Sig.  95% Confidenceb 

Lower bound Upper bound 
North-Central     North-East 
                           North-West 
                           South-East 
                           South-West 
                           South-South 

2.491 
-.074 
-.742 
-.584 
.131 

1.033 
.879 
.977 
.886 
.929 

.249 
1.000 
1.000 
1.000 
1.000 

-.568 
-2.674 
-3.633 
-3.206 
-2.619 

5.550 
2.527 
2.148 
2.137 
2.881 

North-East         North-Central 
                           North-West 
                           South-East 
                           South-West 
                           South-South 

-2.490 
-2.564 
-3.233 
-3.075 
-2.360 

1.033 
1.021 
1.106 
1.027 
1.064 

.249 

.188 

.056 

.045 

.411 

-5.550 
-5.586 
-6.651 
-6.115 
-5.511 

.568 

.457 

.042 
-.035 
.791 

North-West        North-Central 
                           North-East   
                           South-East 
                           South-West 
                           South-South 

.073 
2.564 
-.668 
-.511 
.204 

.878 
1.021 
.963 
.871 
.915 

1.000 
.188 

1.000 
1.000 
1.000 

-2.527 
-.456 
-3.519 
-3.088 
-2.504 

2.674 
5.586 
2.182 
2.067 
2.913 

South-East          North-Central 
                           North-East 
                           North-West 
                           South-West 
                           South-South 

.742 
3.233 
.668 
.158 
.873 

.976 
1.106 
.963 
.969 

1.009 

1.000 
.056 

1.000 
1.000 
1.000 

-2.148 
-.042 
-2.182 
-2.713 
-2.112 

3.633 
6.507 
3.519 
3.028 
3.861 

South-West        North-Central 
                           North-East 
                           North-West 
                           South-East 
                           South-South 

.584 
3.075 
.511 
-.158 
.715 

.886 
1.027 
.871 
.969 
.922 

1.000 
.045 

1.000 
1.000 
1.000 

-2.037 
.035 

-2.067 
-3.028 
-2.013 

3.263 
6.115 
3.088 
2.712 
3.443 
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South-South       North-Central 
                           North-East 
                           North-West 
                           South-East 
                           South-West 

-.130 
2.360 
-.204 
-.873 
-.715 

.929 
1.064 
.915 

1.009 
.922 

1.000 
.411 

1.000 
1.000 
1.000 

-2.881 
-.791 
-2.912 
-3.861 
-3.443 

2.619 
5.511 
2.503 
2.115 
2.013 

 

Multiple Comparisons- Bonferroni (Internal audit relationship with 

management and auditees-IAMA) 

(I) Geozone         (J) Geozone Mean diff  
(I-J) 

Std. 
Error Sig.  95% Confidenceb 

Lower bound Upper bound 
North-Central     North-East 
                           North-West 
                           South-East 
                           South-West 
                           South-South 

2.155 
-.655 
-.858 
-.706 
.552 

.874 

.743 

.826 

.749 

.786 

.215 
1.000 
1.000 
1.000 
1.000 

-.434 
-2.856 
-3.305 
-2.926 
-1.776 

4.744 
1.545 
1.588 
1.512 
2.879 

North-East         North-Central 
                           North-West 
                           South-East 
                           South-West 
                           South-South 

-2.155 
-2.810 
-3.013 
-2.862 
-1.603 

.874 

.864 

.936 

.869 

.901 

.215 

.019 

.022 

.017 
1.000 

-4.744 
-5.368 
-5.785 
-5.434 
-4.270 

.434 
-.253 
-.242 
-.289 
1.063 

North-West        North-Central 
                           North-East   
                           South-East 
                           South-West 
                           South-South 

.655 
2.810 
-.203 
-.051 
1.207 

.743 

.864 

.815 

.737 

.774 

1.000 
.019 

1.000 
1.000 
1.000 

-1.545 
.253 

-2.616 
-2.233 
-1.085 

2.856 
5.367 
2.210 
2.130 
3.499 

South-East          North-Central 
                           North-East 
                           North-West 
                           South-West 
                           South-South 

.858 
3.013 
.203 
.152 

1.410 

.826 

.936 

.815 

.820 

.854 

1.000 
.022 

1.000 
1.000 
1.000 

-1.588 
.242 

-2.210 
-2.277 
-1.118 

3.305 
5.785 
2.616 
2.581 
3.939 

South-West        North-Central 
                           North-East 
                           North-West 
                           South-East 
                           South-South 

.706 
2.862 
.051 
-.152 
1.258 

.749 

.869 

.737 

.821 

.780 

1.000 
.017 

1.000 
1.000 
1.000 

-1.512 
.289 

-2.130 
-2.581 
-1.051 

2.926 
5.434 
2.233 
2.277 
3.568 

South-South       North-Central 
                           North-East 
                           North-West 
                           South-East 
                           South-West 

-.552 
1.603 
-1.207 
-1.410 
-1.258 

.786 

.901 

.774 

.854 

.780 

1.000 
1.000 
1.000 
1.000 
1.000 

-2.879 
-1.063 
-3.499 
-3.939 
-3.568 

1.776 
4.270 
1.085 
1.118 
1.051 
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