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ABSTRACT

The study assessed the determinants of internal audit efficiency in the Nigerian public
sector. It also evaluated public sector performance in compliance with established financial
control frameworks in the country, and examined the impact of internal audit efficiency on the
performance of the Nigeria public sector. This is with a view to providing information on
internal audit efficiency determinants with application of audit manual and the level of
compliance with the financial control framework in public sector performance measured through
budget implementation.

The study utilized primary sources of data. Two ministries were selected using purposive
sampling technique. The selected ministries are Ministry of Finance and Economic
Development, and Ministry of Works and Infrastructure in Southwestern Nigeria. The
population for the study consisted of 130 respondents in Ekiti State, 155 officers in Ondo State,
140 officers in Osun State and 163 officers in Oyo State totaling 588 respondents. These four
states were selected because they have more public sector institutions than private sector
organizations and similar internal control system. Proportionate random sampling technique was
used to select the respondents from each of the two ministries selected from the four states.
Yamane statistical formula was used for distribution of the questionnaire to the respondents. The
research was carried out in the internal audit departments, treasury departments, administrative
departments and finance departments of the selected ministries because most of the government
financial and managerial activities are carried out in these departments. The budgets and relevant
statistical bulletin of government activities in the states covering year 2003 to year 2014 was

considered. The selection of 2003 as base year was because it marked the beginning of political
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stability sustaining public sector economic development in Nigeria. Data were analyzed using
descriptive and inferential statistics

The results showed that there is negligence on the incidence of irregularities by the
appropriate authorities responsible for the implementation of routine audit report (66.2%). The
results also revealed that there is flow of audit model and accounting system in the public sector
(67.9%). It also revealed that the inadequacy of the internal control system has significant effect
on the internal audit function in Nigeria Public Sector (65.0%). The results also showed that
internal audit functions are conducted in conformance with the international standards for the
professional practice of internal auditing (85.5%). The results also revealed that the ministry
internal auditors do not perform their duties with a greater degree of autonomy and
independence from the management (75.1%). The results further showed that internal audit
report addresses weakness in the ministry controls system (59.0%). The result further revealed
that internal audit efficiency has significant effect on the performance of the Nigerian public
sector (Z = 13.546).

The study concluded that internal audit efficiency have moderately enhanced public

sector performance in Southwestern Nigeria.
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CHAPTER ONE
INTRODUCTION
1.1 Background to the Study

The need for financial accountability has existed ever since it became necessary for one
individual to entrust the care of his or her possessions or business to another. In both private and
public sector, the providers of economic resources are separate from the management of such
institutions (Abudu, 2010). In the same vein Onoja, Ajanya and Audu (2013) stated that the
general awareness all over the world is the need to pay greater attention to the improvement of
the management of public sector, because government constitutes the largest single business
entity and her pattern of expenditure through its various parastatals, agencies and commissions
stimulate lot of economic activities based on the premise that government huge involvements in
economic activities. Initiatives are being taken all over the world towards improvement of the
standards of accounting and internal auditing departments in the public sector.

Historically internal audit department is confined to merely ensuring that the accounting
and allied records have been properly maintained, the assets management system is in place in
order to safeguard the assets and also to see whether policies and procedures are in place and are
duly being complied with, but due to incidence of accounting scandals and inefficiency that led
to the defunct of some government organizations like Power Holding Company of Nigeria Plc,
NITEL Plc and the effect of the conviction of corrupt officers in the Nigerian Public Service
have made internal control compliance, transparent financial management and accountability to
come under a sharp scrutiny by the public in order to ensure efficiency in internal audit in public
sector (Babatunde, 2013). Also Prawitt, Smith and Wood (2008) stated that in other forestall
continued increase in accounting scandals in recent years; the internal audit function has
received impressive attention as an important contributor to effective corporate governance and
financial reporting, because a high quality internal audit function focused on improving financial
reporting through ensuring standard compliance.

Therefore, internal auditing furnishes authorities with analysis, appraisals,
recommendations and information concerning all activities reviewed, because the audit unit is

vested with the power of independent checks, in order to assess compliance with established
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rules and regulations of the organization (Okoya, 2002). Internal audit serves as an important
link in the business and financial reporting processes of corporations and internal auditors play a
key role in monitoring organization’s risk profile and identifying areas to improve risk
management (Ejoh and Ejom, 2014). Internal audit is an additional safeguard for proper
financial control in the public sector, because each ministry, parastatal and government agency is
expected to establish an internal audit division that is responsible for the audit of all financial
transaction by carrying out a continuous examination of all accounting books and records
maintained in the organization with a view to check or detecting fraud and correcting errors. It
is also concerned with the examination of the system and procedure in place so as to ensure their
conformity with the regulations, as the case may be, that the system of internal control is
adequate and that it is continuously operating in accordance with government regulations
(Badara, 2012). Momoh (2005) stated that it is the job of internal auditor to ensure that all
financial transactions are in accordance with the approved regulations and that adequate system
of security exists in the establishment.

Performance in the public sector has always been a challenge because results are not
measured in naira alone, and it is difficult to secure agreement on how best to determine the
effectiveness of government organization. Yet it is important that we continue efforts to
improve measures of the effectiveness of government organization, and how they may be better
targeted to achieve the outcomes expected by government. Today’s public sector organizational
performance management and measurement is one of the most popular terms that spread rapidly
from the private sector to the public sector in the developed economies and has recently found its
way in many developing economies, new initiatives and legislations continue to be issued as a
sign of governments’ insistence on performance orientation. Performance management in
government has received increasing interest since the late 1980s, fostered by the ‘re-inventing
government’ movement (Osbourne and Gaebler, 1992). However, Carter, Rudolf, and Patricia
(1992) noted that the introduction of performance measurement in the public sector reflects a
dissatisfaction with pluralistic or interest group politics, and that its use is an attempt to replace
the rationality of politics withthe rationality of planning. Hyland, Ferrer, Santa and Bretherton
(2008) stated that while many public sector organizations are putting considerable energy into
measuring performance, the effectiveness of the measure used varies considerably. The accrual-

based outcomes and outputs framework was viewed as a key component in creating a more
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competitive, efficient and effective public sector, and to provide a more complete picture of
performance, including financial performance, for decision making and accountability. Under
the framework, managers were to have better and more complete information on how they will
manage their operations and be accountable to government and the parliament on their
performance. In designing and implementing any performance measurement system, it is vital
to address the essentials of performance measurement (Department of Finance and
Administration, 1998).

The unsatisfactory performance of government organizations in Nigeria had been blamed
on diverse reasons. Makoju (1991) stated that it is as a result of bureaucratic poor audition
system, red-tapism and lethargy of the civil service which is still intact in the management and
operations of the government. The Federal Ministry of Finance Incorporated (2006) disclosed
that high incidence of fraud, government’s employment of staff based on political connections
rather than on ability to perform, parliamentary control and financial indiscipline are the causes
of poor performance. The accounting systems of government enterprises in Nigeria do not seem
to guarantee proper and up to-date financial records thus making auditing difficult, if not
impossible (Dogo, 1990). Bureau of Public Enterprises (BPE) report (2003) noted that only 160
of the 590 federal government-owned public enterprises were involved in economic activities
and that their rate of return was less than 0.5 per cent.

The accounting control practices such as effective and efficient internal auditing and
internal control system put in place by any organization is widely believed to be crucial to the
success of such enterprise as it acts as a powerful brake on the possible deviations from the
predetermined objectives and policies. This means that an organization that put in place an
appropriate and adequate system of accounting controls is likely to perform better in financial
terms than those that do not (Taylor and Glezen, 1979). This study is much of interest on

internal audit efficiency and public sector performance in Southwest Nigeria.
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