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ABSTRACT

The main concern of this study was to analyse fadiwat influence internal audit
operations in electoral bodies. Specifically, thedg aimed at identifying the extent
to which internal audit standards are adhered tdEEE; find out challenges facing
effectiveness in internal audit at NEC, as welliad out how best the challenges can
be addressed. The study was carried out in Daakesu8, at the NEC headquarters.
The findings revealed inadequacies in adherencenteynal audit standards, as
indicated by a number of factors, such as failaredrry out internal audit regularly,
lack of professional qualifications among interralditors, as well as lack of
objectivity in the internal auditing exercise. Frahese findings, it can be revealed
that these inadequacies are a threat to the whsie iof accountability and good
governance. The findings also revealed various@hgeés hindering effectiveness of
internal auditing, such as lack of independencenfiemployer, inadequate skills
among internal auditors, inadequate facilities la internal audit department,
inadequate funds to carry out internal audit, igadée cooperation among staff,
limited transparency and openness, as well asdackmmitment from management
staff to be the major challenges. In particulacklaf independence and autonomy
from the employer are notable bottlenecks. The aiedents gave a number of
recommendations on strategies to adwptorder to enhance effectiveness in

Internal Audit at NEC.
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CHAPTER ONE

1.0 INTRODUCTION

1.1 Background to the Study

In any country, elections, specifically at nationalel are crucial as they give

citizens the choice to choose national leadersttiet like. This is more notable in

African, countries specifically during the era otiltnparty democracy where it is

possible for citizens to vote out a leader froml&onal party. Therefore elections
are crucial in deciding who will hold power as wels ensuring a country’s

development and therefore effective carrying outletctions is useful in ensuring

continuation of peace. Efforts therefore need tpulteto ensure that elections are fair
to avoid the possibility of bloodshed as well astowed support and cooperation by

those who fail in the elections because they caetio be citizens.

It is for this reason that elections in Africa asgdecifically in Tanzania have
involved greater budgetary allocations, specificalhce the beginning of multiparty
democracy. The era has noted stiff competition amoontesting parties and
candidates as well as additional monetary allonatior any appeals by candidates

who consider the elections to be unfair.

As national elections in Africa involve the usefofds, efforts need to be made to
ensure its effective management so as to ensung llbeome instrumental in
facilitating electoral processes. It is for thimgen that since the advent of era of

multiparty in Africa, special bodies have been lelsdhed to oversee elections



including managing and monitoring election funds.Tanzania, such a body is the
National Electoral Commission (NEC). Being a puljBovernment) institution, the
Commission has to ensure effective internal auglitia key aspect in corporate

governance.

Organisations are becoming increasingly complex tlmenew, evolving, and
emerging risks. Organizations are therefore givingk management more
consideration, but implementing an effective risamagement program takes time
and discipline. The internal audit function is anportant function that has been
shown to add value (Caret al, 2000; Carcello and Hermanson 2005) and reduce
detected errors by external auditors (Wallace areu&feldt, 1991). Its objectives
are to improve the effectiveness of risk manageymanitrol, and governance (lIA,
1999) and it is considered an important governaogkto protect corporations from
internal criminal behaviour (Nestor, 2004). Furthere, literature suggests that
internal audit is a vital tool in fraud detectiorh@n assets are misappropriated by
employees or outsiders (Luehlfing and Daily 2003artén and Edwards, 2005;
Belloli, 2006). The ability to detect fraud is emlcad for organizations that have an

internal audit function compared to those that db n

In recent years, the importance of good corporabeegnance has received
significant public and regulatory attention. A dalcpart of an organisation’s
corporate governance is its internal audit functidnch is concerned with assisting
the organization to accomplish its objectives binding a systematic, disciplined

approach to evaluate and improve the effectiveakgssk management, control,



and governance processes. Internal auditors prasdarance whether policies are
being followed, controls are effective and the aigation is working as
management and the public intend and expect. Throwdpjectivity and
independence, internal auditors have unique insigttt improving organisation
processes, procedures, performance and risk maeageamd ways to reduce costs,
enhance revenue and increase profits. Internak@sdare also consultants to their
organisations on risk management, governance,cargtols, and maximisation of

revenue or simplification of processes.

In Tanzania, the role of internal audit in promgtigood corporate governance was
recognized, and so various efforts in regulatirtgrimal audit in organizations were
made. For example, the Bank of Tanzania (BOT) aapit@l Markets and Securities
Authority (CMSA) have made it mandatory for orgatisns under their supervision
to have internal audit functions (BOT, 2007). Thev&nment has also made laws
and regulations that make it mandatory to havernateaudit functions. This is
notable through the creation of the position of ltiternal Auditor General (IAG) of
the Government, which is independent to coordiaditenternal audit activities both
at the central and local government level. Morepuwire National Board of
Accountants and Auditors Tanzania (NBAA) made anptmcement on the adoption
of International Professional Practices Framewd?lPF) issued by IIA as a standard

for internal audit in Tanzania effective 1 July 2QMbogella, 2011).

The National Electoral Commission (NEC) is a Goweent institution that oversees

electoral processes in Tanzania. Being a governmsttution, its role in ensuring



good corporate governance cannot be underscorke.any other public institution,
therefore, its internal audit system needs to kestigated to assess its effectiveness

in meeting good corporate governance requirements.

1.2 Statement of the Problem

In Tanzania, in spite of established regulationsofganizations to carry out internal
auditing in an effective manner, the extent to Wipablic institutions have complied
is not clear (Carewgt al, 2000; Carcello and Hermanson, 2005, Mmasi, 200%D,
2007, Mwanri, 2009). This raises concern for teaiveness of internal audit. This
provided the basis for conducting this study, faegson the National Electoral

Commission (NEC), one of the Government institugion

1.3 Research Objectives
1.3.1 General Objectives
The general objective of this study was to anafgstors that influence internal audit

operations in electoral bodies.

1.3.2 Specific Objectives

The study was be guided by the following objectives

() To identify the extent to which internal audit slands are adhered to at NEC,
in terms of proper expertise, accountability, tpmrency, objectivity and
regularity.

(i)  To find out the challenges facing the effectiverniasaternal audit at NEC

(i)  To find out how best the challenges can be addidesse



1.4 Research Questions
1.4.1 General Questions
The general question of the study was what exgemtérnal audit in government

institutions effective?

1.4.2 Specific Questions

The following specific questions guided the study:

() To what extent are internal audit standards wittpeets to proper expertise,
accountability, transparency, objectivity and regity, adhered to at NEC?

(i) What are the challenges which hinder the effectgsrof internal audit at NEC?

(iiHow best can the challenges be addressed?

15 Relevance of the Study

It is expected that the findings of this study vl useful in understanding how
government institutions carry out internal audés,well as the extent to which they
adhere to established standards. Thus, the finduilpprovide insights on the status
of corporate governance in government institutioftse findings will also provide
information on the challenges hindering the effaatess of the internal audit
procedures in government institutions as well asvipe recommendations for
improvement. Lastly, the findings will add to tha&isting literature on internal

auditing and corporate governance.

1.6 Organisation of the Study
Chapter one has focused on the introduction. Speltyf, the chapter covered the

statement of the problem, research objectives,areBequestions, as well as



relevance of the research. Chapter Two presemrtstitre review. Under study it
cover the theoretical and empirical underpinningtated to internal auditing.
Specifically, it focused on conceptual definitioe$ated to internal auditing, internal
audit in Tanzania including challenges, various ieitgd studies carried out in
relation to internal audit, as well as the reseaygp. The chapter also presents the

conceptual framework, theoretical framework antestent of hypothesis.

Chapter Three presents the research design andaosblyy. The chapter covers the
research strategy, survey population, area of tindys sampling design, sampling
procedure, variables and measurement procedurdgbpdseof data collection, data
processing and analysis, expected results of thystresearch schedule and the
work plan. Chapter Four presents the findings efgdtudy as well as the discussion.
These are arranged according to the sequential afdéhe research questions.
Finally, chapter five presents the conclusion aaxbmmendations emanating from

the findings of the study. Areas for further sty also suggested.



CHAPTER TWO
2.0 LITERATURE REVIEW
2.1 Overview
This chapter presents the literature review ontdpé& under study. Specifically, the
chapter covers conceptual definitions related terival auditing and corporate
governance in Tanzania including challenges, vareampirical studies carried out in
relation to internal audit and corporate governaasewell as the research gap. Also

the chapter will present the conceptual and the@adramework.

2.2 Conceptual Definitions

This section presents the conceptual definitionssasl in this study.

2.2.1 Internal Audit

The Institute of Internal Auditors (llIA) definestérnal Audit as an independent,
objective assurance and consulting activity thatlsadalue and improves an
organization’s operations (http://www.dailynewstzthome/?n=21390). This is a
globally accepted definition of internal audit aspecifies the attributes of internal
audit functions, how it should be positioned; casuy its activities and what should

be its focus.

IIA has developed the globally accepted definitodrinternal auditing’ it states:

‘Internal auditing is an independent, objective @ssice and
consulting activity designed to add value and imvpran
organization’s operations. It helps an agency acglsh its
objectives by bringing a systematic, disciplineghraach to
evaluate and improve the effectiveness of risk gamant,
control and governance processes.’(p.8)

This study adopted the same definition as perlte |



2.2.2 Corporate Governance

According to PSICG (2009), corporate governancerseto the manner in which the
power of a corporation is exercised in the stewapd®f the corporation’s total
portfolio of assets and resources with the object¥ maintaining and increasing
shareholder value and satisfaction of other stdkieh®in the context of its corporate
mission (Private Sector Initiative for Corporate v@mance —PSICG, 2009). It is
concerned with creating a balance between econandcsocial goals and between
individual and communal goals while encouragingicefht use of resources,
accountability in the use of power and stewardsimigh as far as possible to align the
interests of individuals, corporations and societhis study uses the same

explanations as provided by PSICG.

2.3 Corporate Governance: A Conceptual Discourse

Corporate Governance is the set of processes, msstpolicies and laws and
institutions affecting the way a corporation isedted, administered or controlled
(Stiglitz, 1999). Corporate Governance includes ridationships among the many
players involved (the stakeholders) and the goatswhich the Corporation is
governed. The principglayers are the shareholders, management and trel BO
Directors. Other stakeholders include employeappléers, customers, banks and

other lenders, regulators, the environment anddnemunity at large.

Corporate Governance deals with issues of accollityalnd fiduciary duty,
essentially advocating the implementation of gums and mechanisms to ensure
good behaviour and protection of shareholders welfdhe term Corporate

Governance means the processes by which orgamgatre directed and controlled.



The Corporate Governance structure spells outules and procedures for making
decisions on corporate affairs. It also provides structure through which the
company objectives are set, as well as the meamdtahing and monitoring the

performance of those objectives (Macey, 2001).

Corporate Governance is used to monitor whetheroous are in accordance with
plans and to motivate the organization to be mollg informed in order to maintain
or alter organizational activity. It is the meclsn by which individuals are
motivated to align their actual behaviours with theerall participants. Cadbury
(1992) defines corporate governance as a systemhimh companies are directed

and controlled. The definition suggests a shad#drsloriented governance system.

Larzonicet al (1993) has defined corporate governance as tretemcrds which it

Is exercised as a matter of considerable debalkelisagreement. There are so many
different ways of defining the concept of corporg®vernance ranging from the
cultures and backgrounds of the concerned insditati On the other hand, corporate
governance refers to the manner in which the paféne organization is exercised
in the operations of the organization’s portfolicagsets and investments in meeting

its objectives (Stiglitz, 1999).

Monks et al (2002) describe the relationship between shareng|dlirectors and
management in describing the corporate governasitieeasystems mechanisms and
modalities of exercising power and control over ttwporation behaviour and

performance.
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2.4 The Need for Corporate Governance

The globalisation of economies, and thereby finarend investment markets, in the
1990s has led to the increasing convergence oinailg separate initiatives in
corporate governance. This development has actederfallowing the financial
turmoil in world financial markets in 1998. The ghlisation of the market place
within this context has ushered in an era where tthditional dimensions of
corporate governance defined within local lawsutaons and national priorities
are becoming increasingly challenged by circum&snand events having an
international impact. Some of these, according Merlyn et al (2005) are;
institutional investors, as they seek to deplogrmationally the massive funds they
represent and are insisting on high standards mqocate governance in companies
in which they invest. In a number of cases, thestitutions have set their own
corporate governance standards as a measure fermi@ng their investment

decisions.

Public attention through high profile corporate retas and collapses has forced
governments, regulators and boards of corporatitmscarefully reconsider
fundamental issues of corporate governance asteddenpublic economic interest.
In addition, the volatility and instability expenieed in emerging markets in recent
times has drawn attention to the implications ofrrgot practices and
maladministration in national and internationalafcial systems and on public

expenditure.

Other interesting developments in corporate gover@anclude the rise of “ethical

investors” requiring corporations to pay increasattgntion to the social role of
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business, notably in the areas of environment, tlheahd safety, ethnic and
community relations. More and more corporations adepting social auditing
standards in dealing with such matters as the atlsourcing of products from

developing countries and the treatment of commesiti which they operate.

The fact is that good corporate governance practce now becoming a necessity
for every country and business enterprise, and narelonger restricted to the
activities of public-listed corporations in advaddadustrial economies (La Porta,
1999). In the midst of growing international pressior adherence to good corporate
governance standards, the Commonwealth is welkeglag play an influential role.
The Commonwealth comprises a unique collection aifons — ranging from the
developed economies through to vastly differingelsvof emerging economies at
varying stages of transition. Many rich and divesdtures are to be found
throughout the Commonwealth but all have commoriufea which mean that
consensus on a global scale is more easily achithead among equally diverse
countries which do not enjoy such commonalitiedescribed below. Experiences of
public sector reform andprivatisation in many cowest have set demands on state
owned enterprises and government agencies to addemdards of integrity

expected of the public service.

According to Mhilu (2004), good corporate goverraris the highest state of
development management of the affairs of the omgdioin. It is good because
shareholders patrticipate in decision-making praegs$kat services provided by the
organization are delivered efficiently, human rgylare observed and respected and

the management of the organization is transpaaenguntable and productive.
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The CACG has established the fundamental principbés good corporate
governance. These are integrity, accountabiligngparency, responsible leadership,
responsiveness, rule of law and democracy. In d@az the main Legislation
dealing with Corporate Governance is the CompaAssNo. 12 of 2002 and the
Capital Markets and Securities Act, 1994. The Camgsa Act and the Public
Corporations Act 1992 provide the regulatory fraragwfor corporate governance

in corporations, both private and public.

However, much has to be established on how leggulatory and supervisory
policies influence the good governance in the bafAkscited by Melyoki (2004),
there is very little research on the issue of caf@governance in African context.

Hence, more researches on the subject should beged.

2.5 Significance of Corporate Governance for Devepment

Over the past decade or so, the pre-occupatioramyraconomies has been on fiscal
and monetary stabilization. There is now a needhiéi attention and the focus of
policy makers to cope with policies and structusesurring on implementation of
those structural adjustment and privatization paognes. Accordingly, in the
Commonwealth, there is a need for micro-economiecypanstruments which will
support the macro-economic policies arising froms thransition. Corporate
governance can be considered a powerful microypatistrument and an effective
tool for change at the business enterprise andaattevel. This can constitute an
essential ingredient to the post-privatisation eswinent. Hence, the emphasis
throughout the CACG guidelines is on both privagcter and state owned

enterprises. This should not mean that these gnetekhould not apply equally, as
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applicable, to other forms of enterprise such asgmvernmental organisations and

agencies.

According to Charkharet al (2006), corporate governance in the Commonwealth i
important and is concerned with; the profitabilégd efficiency of Commonwealth
business enterprises, and their capacity to creatdth and employment; the long-
term competitiveness of Commonwealth countriehédlobal market; the stability
and credibility of the Commonwealth financial sestoboth nationally and

internationally.

The relationships between business enterprisesinwiéim economy and their
sustained ability to participate in the global emmy; and the relationship between
such business enterprises and their various staesocomprising shareholders,
managers, employees, customers, suppliers, lab@ans) communities, providers

of finance, and the like.

2.6 Ensuring an Environment Supportive of Sound Grporate Governance

The Basel Committee recognizes that the primargaesibility for good corporate
governance rests with boards of directors and semanagement of banks.
However, there are many other ways that corporatermance can be promoted,
including by: Governments — through laws; secwsitiegulators, stock exchanges —
through disclosure and listing requirements; audite through audit standards on
communications to boards of directors, senior mamamnt and supervisors; and
banking industry associations — through initiativetated to voluntary industry

principles and agreement on and publication of dqaractices.
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For example, corporate governance can be improyeditiressing a number of legal
issues, such as the protection of shareholdersiighé enforceability of contracts,
including those with service providers; clarifyimgpvernance roles; ensuring that
corporations function in an environment that ieffleom corruptiorand bribery; and
laws/regulations (and other measures) aligningntexests of managers, employees
and shareholders. All of these can help promotelttheausiness and legal
environments that support sound corporate govemand related supervisory

initiatives.

2.7 Internal Audit and Corporate Governance

Internal audit is an important part of the corpergbvernance structure within an
organization. Corporate governance includes thesesmht activities undertaken by
the board of directors and audit committee to enghbe integrity of the financial

reporting process (Public Oversight Board, 1993)reé monitoring mechanisms
have been identified in the corporate governantaralure. These are external
auditing, internal auditing, and directorships (&rgbnet al, 1993) as well as the

audit committee (Institute of Internal AuditorsAli2003).

In recent years, high profile corporate collapsagehfocused attention on corporate
governance and also emphasized internal auditiqpgadsof the governance process.
The 1IA sees the objective of internal auditingbash supporting and strengthening
an organization’s governance mechanisms and evajuand improving the
effectiveness of risk management and control (1989). The importance of internal

auditing has also been underpinned by the decdditime New York Stock Exchange
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(NYSE) to amend its listing requirements to mandias all listed companies in the
United States (US) have an audit committee (NYSIB32 to liaise between internal
auditors, external auditors and management, erngting independence of the audit
function. There is evidence in the US that the 88es and Exchange Commission
(SEC) also attaches importance to internal audéisghere have been recent cases
where enforcement actions by the SEC and subsegattl@ments have required the
registrant to engage internal auditors (Carcelld Hermanson2005). In Australia,
recent changes to the Corporations Act and ther&limt Stock Exchange (ASX)
Listing Rules have strongly emphasized the impagarof good corporate
governance. Given the perceived importance of malelaudit as part of good
corporate governance, these changes are likelyhtaree the role and importance of

internal audit in the Australian environment.

2.8 The State of Internal Audit in Tanzania

By global standards, Tanzania has made some efforeggulating internal audit in
organizations. For instance the Bank of Tanzan@TBand Capital Markets and
Securities Authority (CMSA) have made it mandatfoy organisations under their

supervision to have internal audit functions (BQUQ7).

The Government has laws and regulations that makeamndatory to have internal
audit functions of greater importance is the receave by the Government to create
the position of the Internal Auditor General (IAGf)the Government which will be
independent and will coordinate all internal auwaltivities both at the central and
local government level of even greater importamceegulation of internal audit in

Tanzania, is a recent pronouncement by the Nati@oard of Accountants and
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Auditors Tanzania (NBAA) on the adoption of Inteinaal Professional Practices
Framework (IPPF) issued by IIA as a standard fderimal audit in Tanzania
effective 1 July 2011 (Mbogella, 2011). IPPF corsgsi of the definition of internal
audit, international standards for the professigmaktice of internal audit, code of
ethics applicable to internal auditors, practicalgupractice advisories and position
papers. The first three items are mandatory gueldadnternal auditors while the

last three are strongly recommended guidance.

The adoption of IPPF was intended to make it mamgafor internal auditors in
Tanzania to conduct their audits in line with globandards and best practice. It
will also make it mandatory to internal auditorsatthere to the global code of ethics
for internal auditors. Code of ethics for interaaiditors comprises four principles:
integrity, objectivity in doing their work, competey, and maintaining
confidentiality (not using for personal gain théommation they obtain during audit).

Many countries have not yet adopted IPPF (the Dddws, 2011).

Although several regulations have made it mandatimryhave internal audit
functions, unfortunately most of these regulatitvasve not defined what internal
audit is or if they have defined they have not uaegdlobally accepted definition

issued by the Institute of Internal Auditors (lIA).

In addition, the regulations have not specified tigtandards internal auditors should
use to perform their work. Moreover, some regutaidave led to the creation of
internal audit functions that are not independ&he globally accepted standard for

internal audit is the International Professionahdiices Framework (IPPF). These
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are shortcomings that need to be addressed, garticaow that NBAA has made it

mandatory for internal audits in Tanzania to bdqrered in line with IPPF.

2.9 Operational Challenges of Internal Audit in Tanzania

Looking at the operation side, one sees many caiggleto overcome. For example,
according to Mbogella (2011), the reporting stroetof internal audit, particularly in
the public sector is not in line with best practibost audit functions in the public
sector report to Accounting Officers (Chief ExewatiOfficer in the private sector)
and not to the Board Audit Committee or a similasdy This limits the
independence and the effectiveness of the auditifums. Some other challenges as
listed by Mbogella are: skills, resources and ireahgjence and effectiveness of audit

committees.

A skill as noted by Mbogella is a challenge foremmal audit in Tanzania. This is
related to shortage of qualified internal auditdfer a long time, most internal
auditors in Tanzania have been professional acaatmtwith Certified Public
Accountant (CPA) qualifications. However, for imatl auditors in Tanzania to
perform internal audits that add value and to de &b benchmark their work with
global standards they need to have Certified ladeAuditor (CIA) qualification

besides CPA.

Also, it is important to ensure internal audit ftians have multiple skills within
their departments to be able to audit all majorasr®f operations of their
organisations. Currently, Tanzania has less thatc@flified internal auditors

compared to over 200 in Kenya. This means inteanditors in Tanzania will have
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challenges competing with Kenyans in Internatidné&rnal Audit jobs. There is a
need for practising internal auditors in Tanzanlowlo not have CIA to aspire to
get it. The examination centre for CIA examinati@svailable in Dar es Salaam.
Moreover, currently, there is no university in Tani which offers a degree course
specialising in internal audit. In South Africa, tBewana and other African countries
there are universities offering a degree coursiternal auditing. With a growing
demand of qualified internal auditors in the coynthere is a need for university to

exploit this opportunity.

There is also a challenge of resources in ternimdfets and adequate personnel for
internal audit functions in Tanzania, particulattyse in the public sector. This has
led to inadequate coverage by internal audit femsti The recent report of the
Controller and Auditor General (CAG) of the Goveenthhas shown this to be one
the biggest challenges for internal audits in thélig sector. Internal audits
functions have few staff or no staff at all to exiecinternal audits. This has limited

the effectiveness of internal audit functions.

Independence and effectiveness of audit commitiees/et other challenge. In the
public sector, audit committees are made up ofelgrgxecutive management. For
audit committees to be effective they should be mmsed on non-executive and
independent members. Non-executive members are thasare not responsible for
the day to day running of the business. Indepenaembers are those that have no
interest or business relationship with the enfitye composition of audit committees

in the public sector violates the principle rule anditing-that one cannot audit
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himself/herself. The executive management canndit &gelf and take steps against

it.

2.10 Empirical Studies on Internal Audit

Despite the increasing focus on internal auditrel®gve been little studies on the
benefits and importance of this function. Variotiglges, such as Carey al.,(2000)
carried out in Australia have used an agency aasbhdwork to illustrate the value
relevance of the internal audit function. Theirdiimgs revealed that the variables of
size, debt or agency are not associated with theepce of an internal audit function
in Australian family owned companies, and yet thegd internal and external audit

as monitoring substitutes by these companies (Gzraly 2000).

A study carried out in the US by Carcello and Harstan (2005) was examined the
size of internal audit budgets found that they wegositively related to company
size; leverage; financial, service, or utility irstities; inventory; operating flows; and
audit committee review of the internal audit budgéte findings revealed showed
that internal audit budgets were negatively relaiedhe percentage of internal
auditing that was outsourced. The overall conclusias that companies facing
higher risk will increase their organizational nmioning through internal audit and

provide evidence of the importance of the intemalit function.

Gramlinget al (2004) conducted a literature review on the adlénternal auditing
in corporate governance. This review found thatrtie of an internal audit function

in corporate governance has been analysed usingxteenal auditors’ evaluation of
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its quality, determinants of its reliance decisitie extent and nature of its work

relied on by the external auditor and other aspefctise external audit (ibid).

The examination of literature review shows that nsdsdies on internal audit have
been related to the perceptions of the externat@uahd whether or not the external
auditor utilizes the internal auditor's work. Anethway of evaluating the work of
internal auditors is to examine how well they detroors within an organization and
there have been limited studies on this topic. Adgton this by Wallace and

Kreutzfeldt (1991) found a number and magnituderobrs requiring adjustment by
the external auditor. They have been found to Istantially lower for entities that

had an internal audit department compared to ttiegedid not have an internal audit
department. A survey by Birkedt al.

(1999) found out that fraud detection was beirguided in internal audit work in

Australia, in compliance to additional requiremeimtgposed on external auditors to

consider the possibility of fraud when conductimgaadit.

Some studies have evaluated the ability of inteanalitors to perform fraud-related
work. For example, a study by Apostoleti al. (2001) revealed that external and
internal auditors achieved a high level of consensuheir financial statement fraud
risk ratings, suggesting that internal auditors aseaware as external auditors of

where fraud is likely to be detected.

The nature of the internal audit function is alsoimportant consideration that may
potentially affect its value to an organization.nganies may use their own staff

(insource), use an external firm (outsource) oroalmnation of the two. While
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outsourcing the internal audit function does nghsicantly affect users’ perceptions
of auditor independence or financial statemenabdity (Lowe et al 1999) or their
perception of protection from financial statemeaufl (James 2003), companies that
decide to outsource perceive that external prosidee technically more competent
(Careyet al 2006). However, a limitation with these priordigs is that they were
performed by measuring perceptions not actual pedace. Given that many
organizations make decisions about whether to negoar outsource their internal
audit function, the quality of performance of thesspective functions is an issue

that warrants more examination than just “percestid

Reviewing the internal audit literature shows leditstudies on the importance and
benefits of internal audfer seor the relative importance of in sourcing compaed
outsourcing the internal audit function. The préssndy addressed these questions
by examining how effective the internal audit fuantis in detecting and reporting

fraud.

Few studies on internal auditing have been camigdin the context of Tanzania.
The focus of the studies was mainly on internaitangirather than external auditing
in public and private organizations. For exampleyr®1(2007) carried out a study on
TTCL and found out that staff carrying out the med auditing functions at the
organization were inadequate and lacked the neageskdls to perform their job

effectively. Moreover, the findings showed thatrthevas no auditing committee at
the organization. Another study by Mmasi (2005)ndwut that lack of resources

hindered the effectiveness in auditing as it resulhto lack of funds and resources
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to support periodic auditing as well as inadequatystaff to carry out auditing
functions. The study recommended allocation of moesources to support

recruitment of auditing staff as well as supporigudic auditing.

A study by Mwanri (2009) found out that generalfsaud detection by internal
auditors was low which could mean that the paregamzation observed corporate
governance. However, he cautioned about objectanty competence of the internal
auditors and so recommended employment of audipmssessing the right
qualification (such as Certified Internal AuditotAJ as well as outsourcing of the

internal auditing functions.

Deemay (2009) investigated the state of auditoepetidence in small audit firms in
Tanzania. He found out that the rotation of afidihs/partners in small audit firms

seemed to be rarely practiced and hence their exaignce is in question. It was also
revealed that small audit firms were influencedtlhgir clients to reduce audit fees
especially during initial engagement something identally impair their

independence.

Urio (2007) assessed the adoption of Internatidhafncial Reporting Standards
(IFRS) in small medium enterprises in Tanzania. féiend out that the majority of
SMEs have adopted the IFRSs after getting assistémmen the consultants or
external auditors. According to the findings ladkt@ining and guidance on the
application of the standards, lack of awarenesthenmportance and advantages of
the IFRS, high cost and complexity of the standamsthe constraints that hinder

SMEs from adopting IFRS.
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Tinkasimile (2009) investigated the independenad general audit environment of
internal auditors in small and medium sized banksTanzania. The findings
revealed that the Board Audit Committees were resnseffective to enhance
Internal Audit independence. Issues such as ahgedind approval of Internal Audit
budgets, compensation were left to management.r@bees were lack of private

meetings and close follow-up of Board Audit Compstivith internal auditors.

The findings confirmed that Internal Auditors desithat Board Audit Committee
should be responsible for governance and perforenaweluation of internal audit
function, ensuring internal audit has adequateuress to discharge its increasing

scope of activities.

Sigalla (2009) investigated effectiveness of indraudit in fraud detection in
Tanzania commercial banks. The study found out taaalytical reviews,
independent confirmations and inquiry techniques effective ways of detecting
fraud. It also found that other ways through whiglud can be detected includes use
of forensic accountants, continuous auditing, stathtion, whistle blowing and
fraud reporting. The study also found that releviaaining has a direct impact on

internal auditors’ ability to detect fraud.

Swai, (2006) conducted a study on the effectiversass$ the perceived value of
internal audit in Tanzania commercial banks wheyanél out that auditees in
commercial banks views Internal Audit function agadue adding function that the
banks cannot do without. The study also revealadmaber of issues that hinder the

effectiveness of Internal Audit function, such d®rsages of internal audit staff,
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limited internal auditors’ exposure and using marayatem to audit computerized

environment.

2.11 Research Gap

Most of the studies have been carried out in dgeslacountries, with fewer studies
carried out in the context of developing countrilke Tanzania. The findings of
these studies generally showed that in the devela@peintries both internal and
external audit were used for monitoring purposesdiypanies (Caregt al 2000).
Moreover, many companies outsourced internal axglf{Carcello and Hermanson,
2005). Moreover, Gramlingt al (2004) emphasizes that most studies have analysed
the role of an internal audit function in corporgevernance using the external
auditors’ evaluation of its quality, determinantsits reliance decision, the extent
and nature of its work relied on by the externadliton and other aspects of the
external audit. Examination of this literature ewishows that the majority of the
research on internal audit has been related t@éheeptions of the external auditor

and whether the external auditor utilizes the makauditor’s work or not.

The literature also shows that fewer studies exachinow well internal auditors
detect errors within an organization (Wallace andutzfeldt, 1991). Some studies
have also shown that external and internal auditmisieved a high level of
consensus in their financial statement fraud risngs, suggesting that internal
auditors are as aware as external auditors of whatel is likely to be detected
(Apostolou et al 2001). However, it was noted that companies thextidd to

outsource perceive that external auditors are iealtiyy more competent (Carest

al. 2006).
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The fact that fewer studies were carried out indbetext of developing countries
(Mmasi, 2005; Muro,2007; Mwanri, 2009) and the fétat most of the studies
focused on external rather than internal auditorsviges a justification for

conduction this study. Moreover, there is no stwdhjch has been carried out in
Tanzania focusing on government institutions. T8tigdy then intended to fill this

knowledge gap.

2.12 Conceptual Framework

This study assumes that government institutiong aernal audit departments. The
effectiveness in operations of internal auditingnifuenced by a number of factors,
such as legal factors, political factors, standatdted factors, environmental
factors, as well as organisational factors. In otdeensure effectiveness in internal
auditing and henceforth realization of corporatevegpment in government

institutions, there will be a need for having weé#fined internal audit standards,
adequate internal auditors, internal auditors with right qualifications, regular

implementation of internal auditing as well as &ufality of resources to support
internal auditing (to facilitate training of intexh auditing staff, acquisition of

appropriate hardware and software for internal tengli regular implementation of

internal auditing, and the like.). Figure 2.1 shamsillustration of the operations of

internal auditing.

2.13 Theoretical Framework
This study employs Agency Theory which is extengiemnployed in the accounting
literature to explain and predict the appointment gerformance of external

auditors (Adams, 1994). According to this theory agency relationship arises when
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one or more principals (e.g. an owner) engage angilkerson as their agent (or
steward) to perform a service on their behalf. &ternce of this service results in
the delegation of some decision-making authorityht® agent. This delegation of
responsibility by the principal and the resultinlyision of labour are helpful in

promoting an efficient and productive economy. Hegre such delegation also

means that the principal needs to place trust iagamt to act in the principal’s best

interests.
Number of Internal  andit
internal anditors standards
Organisational Standard Environmental
Legal factors factors related factors related factors Political factors
\ ¥ /

Operations of
internal audit

Figure 2.1:Conceptual Framework

Source: Own developed model (2013)

Agents are likely to have different motives to pipals. They may be influenced by
factors, such as financial rewards, labour markgiodunities, and relationships
with other parties that are not directly relevanptincipals. This can, for example,
result in atendency for agents to be more optimahiout the economic performance
of an entity or their performance under a contthein the reality would suggest.
Agents may also be more risk averse than princigedsa result of these differing
interests, agents may have an incentive to biagnrdtion flows. Principals may
also express concerns about information asymmetitese agents are in possession

of information to which principals do not have asxe
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This, Agency theory provides a useful theoreticalfework for the study of the
internal auditing function. Agency theory not origlps to explain and predict the
existence of internal audit but that it also hefpsxplain the role and responsibilities
assigned to internal auditors by the organizatMareover, agency theory predicts

how the internal audit function is likely to beedtfed by organizational change.

2.14 Summary

This chapter has presented the theoretical andreapaspects related to the topic
under investigation. Specifically, the literaturashshown that most studies were
carried out in the context of developed countriesgh fewer studies carried out in
developing countries like Tanzania. Moreover, thapter has presented the theories

and conceptual frameworks.
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CHAPTER THREE

3.0 RESEARCH DESIGN AND METHODOLOGY

3.1 Overview
This chapter presents the design and methodology usthis study. Specifically, it
focuses on the research design, population, sasipde sampling techniques, data

collection methods, as well as data analysis praee@mong others.

3.2 Research Design

Kothari (1990) defines research design as the giuak structure within which
research is conducted. According to him it conwguthe blue print for the
collection, measurement and analysis of data.i5€llB76) asserts that a research
design can be conceived as the arrangement of taomlifor the collection and
analysis of data in a manner that aims to comlssees relevant to the research
purpose with economy in procedure. Therefore, #dsearch problem and objective
of the study were the main determinants of the kihtesearch design to be applied

for this particular study.

This study employs both quantitative and qualigtidata. Qualitative research
designs enable researchers to give a completeiledetdescription of observed
phenomenon, while quantitative research designslertaem to construct statistical
models in an attempt to explain what is observedar@tative research approach
provides comparisons and statistical aggregatiodatd. Furthermore, quantitative
research approach is empirical, using numerical qudntifiable data whereas

conclusions are based on experimentation and oecig as well as systematic
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observation (Belli, 2008). Qualitative researchrapph uses a naturalistic approach
that seeks to understand phenomena in contextfgpeeitings, such as "real world

settings where the researcher does not attempamgpoiate phenomenon of interest.
Golafshani (2003) reports that qualitative reseasatiefined as any kind of research
that produces findings not arrived at by meanstafistical procedures or other
means of quantification. Instead, it is the kindre$search that produces findings
arrived from real-world settings whereby “phenomenof interest unfolds

naturally."

In employing qualitative research design, a caséysapproach was used, where the
focus was on a unit of analysis. Taking into coestion the research problem,
objectives and the scope of this study that wagdninto NEC in Dar es Salaam, a
case study design was felt to be more appropraatanfdepth study at that particular
institution. A case study design deals with a dpearea, which could represent the
whole or part of the study area. On the other htredesign offers an opportunity to
study a limited number of units, while the variabknd situation under which the
area to be studied are diversified. The methodé&dull in that it narrows the area of
the study and provides adequate and relevant iafioom to the research problem.
Other qualities of the case study design are ngpktity and in-expensiveness

compared to other designs.

3.2.1 Survey Population
NEC staff including internal auditors formed thepptation for this study. These
were made up of management and non- managemenfi$tate were considered to

be in a good position to provide data for this gtud
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3.2.2 Area of Research

The study was conducted in Dar es Salaam, at thierda Electoral Commission
(NEC) headquarters. The selection of NEC was basedhe fact that it is a
government institution and so was expected to camto the principles of corporate

governance.

3.3 Sampling Design and Procedures

The sample size comprised 4 internal auditors,af6 management staff as well as
4 management staff. The methods used in pickingséimeple were simple random
sampling technique and purposive sampling techni@mmple random sampling
technique was used to select 76 non-managemehtfratiaff the list of staff which
was obtained from NEC Headquarters. This sampkohrtique gives opportunity
for each unit in a population to get opportunity lie included in the sample.
Purposive sampling technique was used to selecadagement staff as well as 4
internal auditors for interview purposes. This t@gne is preferable in selecting

individuals who are information rich.

3.4 Methods of Data Collection

Two types of data were used in collecting data.séheere secondary and primary
data. Secondary data for this study was colledbedugh review of documentary
sources, in which books, journal articles and regpdroth published and unpublished
were reviewed. Online sources were also consuletinary data was collected
through questionnaire and interview. The questioenaas administered to 76 non-

management staff at NEC. All of the questionnaisze filled by the respondents,
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making a response rate of 100%. According to Kidd€81), questionnaires are
advantageous in terms of economy, lack of intereiebias, and the possibility of
anonymity. The questions were both close-endecdperd-ended in order to increase

the validity of the responses.

Face-to-face interviews were administered to 4 memeent staff at NEC as well as
4 internal auditors. An interview is advantageoesduse it has high return rate

(Kidder, 1981). It helps to clarify ambiguous respes and fill in missing gaps.

3.5 Validity and Reliability

3.5.1 Validity

Validity refers to whether the research method usetthe research measures what
the researcher has intended it to measure (GhadilGagnhaug, 2005). In this study,
validity was tested by testing research tools dumpiot study to see whether the

responses given were well interpreted and provaliel information.

3.5.2 Reliability

According to Ghauri and Grgnhaug (2005), reliapiktthe stability of the measure.
Research reliability means how similar the resulsild be if another researcher
conducted the same research in another place en&d i the acquired results are
similar, the research can be said to be reliablé¢his study, it was fairly easy to get
the same results if the survey would be repeatedrmgher researcher in another
place and time. In the questionnaire, some of thestipons were closed questions so

as to ensure reliability.
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3.6 Data Quality Control

Data quality control was used in order to ensurgectness of the information
obtained from the respondeni® ensure correctness of the information obtained
from the respondents, the study used triangulapcetesting of research instruments
and ethical issues and confidentiality. Triangalatinvolves the use of multiple
data-gathering techniques to investigate the sammengmenon (Berg, 2004).
Triangulation serves as a means of mutual confionaif measures and validation

of findings. To collect data for this study, varsomethods were used.

Before fieldwork, the instruments were pre-testétlis was done in order to
establish the validity and reliability of the instnents. Another reason was to
determine if the questions in the instruments rhet needs and objectives of the
study. Views and criticisms that were noted from tsts were incorporated into the
guestionnaires wherever necessary for improvement&thical Issues and
Confidentiality was another important aspect whigdis considered for this study.
Prior to the main survey, the respondents werernméal about the purpose of the
study and were assured that confidentiality wouddnbaintained. The researcher
assured them that the information collected wdaddused for academic purposes

and not otherwise.

3.7 Data Processing and Analysis
Analysis of data is a process of inspecting, clegntransforming, and modelling
data with the goal of highlighting useful infornai suggesting conclusions, and

supporting decision making. Data analysis has pileltfacets and approaches,
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encompassing diverse techniques under a varietyaofes, in different business,
science, and social science domains. Quantitatt@ id measured or identified on a
numerical scale. The methods used were descrigtatistics inferential statistics.
The former described a distribution of measuremesitsg statistics of the sample in
terms of frequencies, means, mode, median, chadsgeaphs. The latter assessed
the degree of certainty of inferences when sucerémnfces are drawn from sample

data of the population (Patton, 1990).

The software used in analyzing quantitative data @tatistical Package for Social
Sciences (SPSS). Correlation analysis helped &rmete whether and how strongly
pairs of variables are related; while standard atexm was used to overcome the

problem of dealing with squared units.

Qualitative data analysis is to make sense of masainount of data, reducing the
voluminous information into significant patternsdaconstruction of communicable
information with the essence of revealing truthwtibe social phenomena (ibid.). In

analyzing qualitative data, content analysis waslus
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CHAPTER FOUR

4.0 PRESENTATION AND DISCUSSION OF THE FINDINGS

4.1 Introduction

The main concern of this study was to analyse fadiwat influence internal audit
operations in electoral bodies. Specifically, thedg aimed at identifying the extent
to which internal audit standards are adhered f§E&E; find out challenges facing
the effectiveness in internal audit at NEC, as waslfind out how best the challenges
can be addressed. The study was carried out in é3aSalaam, at the NEC
headquarters. The aim of this chapter therefote [gesent the findings as well as
the discussion of the findings. The first part prées the findings and the second part

presents the discussion of findings.

4.2 Presentation of Findings
This section presents the findings. The sectionngegith the socio-demographic
characteristics of the respondents, followed byrttagor findings as obtained from

the field.

4.2.1 Socio-demographic Characteristics of the Respdents
4.2.1.1 Gender of the Respondents

The findings on the gender of the respondentpigented in Table 1:

Table 4.1: Gender of the Respondents (N=76)

Variable Frequency Percentage
Male 39 51.3
Female 37 48.7
Total 76 100

Source: Field Data, (2012)
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The information in Table 4.1 shows that 39 (51.3%}he respondents were male
while 37 (48.7%) respondents were female. This shthat there were almost an
equal number of male and female respondents. Fhikié to the fact that women
nowadays are increasingly employed in the formelasein the same way as men. It

was therefore possible to get information from bgeghders.

4.2.1.2 Age Range of the Respondents
The respondents were required to indicate their @geye. The responses are

presented in Table 4.2.

Table 4.2: Age Range of the Respondents (N=76)

Variable Frequency Percentage
Less than 30 years 11 14.5
30-39 years 27 35.5
40-49 33 43.4
50 years and above 5 6.6
Total 76 100

Source: Field Data, (2012)

Table 4.2 shows that 11 (14.5%) respondents wezd bglow 30 years, 27 (35.5%)

respondents were aged between 30 and 39 yeard33B4) respondents were aged
between 40 and 49 years, while 5 (6.6%) respondesrts aged 50 years and above.
As shown in Table 4.2, the majority of respondemtse aged 30 years and 49 years.

Fewer respondents were aged less than 30 yeasyaabs and above.
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4.2.1.3 Marital Status of the Respondents

Information on the marital status of the responsi&presented in Table 4.3.

Table 4.3: Marital Status (N=76)

Marital Status Frequency Percentage
Married 52 68.4
Single 20 26.3
Widowed 3 3.9
No response 1 1.3
Total 76 100

Source Field Data, (2012)

Table 4.3 shows that 52 (68.4%) respondents werdeda20 (26.3%) respondents
were single, while 3 (3.9%) respondents were widbvine (1.3%) respondent did
not answer the question. As shown in Table 4.2 ntlagority of respondents were

married.

4.2.1.4 Highest Educational Qualification of the Rgpondents
The study also sought from the respondents abaeit tducational level. The

findings are presented in Table 4.4.

Table 4.4: Highest Level of Education (N=76)

Variable Frequency Percentage
University degree 28 36.8
Advanced diploma 14 18.4
Diploma 24 31.6
Certificate 10 13.2
Total 76 100

Source Field Data, (2012)
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Table 4.4 shows that 28 (36.8%) respondents haiveersity degree, 14 (18.4%)
respondents had Advanced Diploma, 24 (31.6%) refgus had Diploma, while 10
(13.2%) respondents had Certificate. As shown inld'4.4, majority of respondents
were educated, as their educational level of mesppandents ranged from diploma

to degree. Fewer respondents were certificate hmlde

4.2.1.5 Experience in Employment

Experience in employment is an important factoritahias a bearing on the
competence of staff. The knowledge obtained insclas college becomes more
meaningful the more one puts it into practice. Tihdings are presented in Table

4.5.

Table 4.5: Duration in Employment (N=76)

Experience in Employment Frequency Percentage
Less than 2 years 9 11.8
2-5 years 24 31.6
More than 5 years 43 56.6
Total 76 100

Source:Field Data, (2012)

Table 4.5 shows that 9 (11.8%) respondents indicat they were in employment
for less than 2 years, 24 (31.6%) respondents ébwden 2 and 5 years, while 43
(56.6%) respondents had been in employment for ri@e 5 years. As shown in
Table 4.5, the majority of respondents had beeenmployment for more than 5

years. This can be attributed to the fact thatfstafe normally employed on
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permanent terms or on contract terms that is redeifter a specified period of time,

usually two years. They are also more secure atjtie

4.2.2 The Extent to which Internal Audit Standardsare Adhered to at NEC

The first research objective sought to find out éxtent to which internal audit
standards were adhered to at NEC. A list of optistas made from which the
respondents were required to choose between "Yé@gtertain" and "No" for each

of the listed options. The findings are presented@iable 4.6.

Table 4.6: The extent to Internal Audit Standards ae Adhered to (N=76)

Variable Yes Uncertain No

Freq | % Freq | % Freq | %

Internal audit is regularly carried out 18 23.7 6.6 53 | 69.7
Internal audit reports are 29 | 38.2| 4 5.3 43 | 56.6
communicated

Internal auditors have the right 29 | 38.2| 6 7.9 41 | 53.9

gualifications
Internal audit reports are externally | 28 | 36.8| 4 4.3 44 | 57.9

investigated

There is transparency and 8 10.5| 42 | 55.3| 27| 48.2
accountability

Internal auditing is carried out at 23 | 30.3| 46 | 60.5 8 10.5
minimum possible costs

Automated systems are used in 49 | 645 3 3.9 24 | 31.6
internal auditing

Proper auditing software is used 24  3L.613 | 56.6 9 11.8

Source Field data (2012)
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Table 4.6 show responses from the respondentseocextient to which internal audit
standards are adhered to. The findings revealtkigamajority of the respondents
disagreed to statements that internal audit wasladyg carried out, internal audit
reports were communicated to stakeholders, intemuaditors had the right
qualifications, as well as internal audit reporterev externally investigated.
Moreover, the majority of respondents were uncer@s to whether there were
transparency and accountability, internal auditings carried out at minimum
possible costs, as well as the use of proper agdsoftware. Lastly, the majority of
respondents agreed that automated systems wereimuseternal auditing. The
findings in Table 4.6 show that generally there everadequacies on the extent to

which internal audit standards were adhered toreyed organisation.

4.2.3 Challenges Hindering the Effectiveness of latnal Audit at NEC
The second objective sought to find out challenigieslering the effectiveness of

internal audit at NEC. The findings are presentedable 4.7.

Table 4.7: Challenges Hindering the Effectivenesd tnternal Audit at NEC

(N=76)
Variable Frequency Percentage
Internal Auditors not independent 41 53.9
Inadequate skills among Internal Auditors 22 28.9
Inadequate Internal Auditors 32 42.1
Inadequate facilities 13 17.1
Inadequate funds for internal Auditing 29 38.2
Inadequate cooperation 10 13.2
Limited transparency and openness 9 11.8
Lack of commitment 6 7.9

Source Field Data, (2012)



40

The findings in Table 4.7 reveal a number of chregks hindering the effectiveness
of internal auditing at the surveyed organizatidrhe challenges include the
following: Internal auditors not independent (41 ©8.9% of the respondents,
inadequate skills among internal auditors (22 or9%28 of the respondents),
inadequate internal auditors (32 or 42.1% of redpats), inadequate facilities (13
or 17.1% of the respondents), inadequate fundsfernal auditing (29 or 38.2% of
the respondents, inadequate cooperation (10 ofd®R2the respondents), limited
transparency and openness (9 or 11.8% of the mdspts), as well as lack of

commitment (6 or 7.9% of the respondents).

4.2.4 Strategies to Adopt in Enhancing the effecteness in Internal Audit at

NEC

After knowing the various challenges faced in ingrauditing, it was important to
know from the respondents the remedial measureéscthéd be adopted to improve
the situation. The findings as obtained from thepomdents are presented in Table

4.8.

The findings in Table 4.8 reveal a number of resgsrfrom the respondents on what
should be done so as to improve the effectivenassnternal auditing. The
respondents recommended that there should be enferd of internal audit
standards, ensuring independence of internal asdit@cruitment of qualified
internal auditors, regular internal auditing andogptising in staff training and
development. Moreover, the respondents recommetiggdmore funds should be
allocated allocating more funds for internal aumdjti improving the working

environment, update hardware, software and wortaots, ensure transparency and
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openness, intensify efforts against corruption,wedl as cooperation during the

process of auditing.

Table 4.8: Recommendations on Strategies to Enhandbe Effectiveness in
Internal Audit (N=76)

Variable Frequency Percentage
Enforcement of internal audit standards 48 63.2
Ensuring independence of internal auditors 44 57.9
Recruitment of qualified internal auditors 43 56.6
Regular internal auditing 47 61.8
Prioritising in staff training and development 65 5.8
Allocating more funds for internal auditing 32 42.1
Improving the working environment 18 23.7
Update hardware, software and working tools 14 18.4
Ensuring transparency and openness 25 32.9
Intensify efforts against corruption 6 7.9
Cooperation during the process of auditing 6 7.9

Source Field Data, (2012)

4.3 Discussion of the Findings
This section presents the discussion of the firglibgsed on the objectives of the

study.

4.3.1 The Extent to which Internal Audit Standardsare Adhered to at NEC
The findings on extent to which internal audit skars are adhered to at NEC, as

reflected in the first research objective and shawrTable 6 revealed that the
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majority of respondents disagreed to statements ithiarnal audit was regularly
carried out, internal audit reports were commumeidato stakeholders, internal
auditors had the right qualifications, as well miginal audit reports were externally
investigated. Moreover, the majority of respondem&se uncertain as to whether
there was transparency and accountability, intemaliting was carried out at
minimum possible costs, as well as the use of prapditing software. Lastly, the
majority of respondents agreed that automated mygstevere used in internal

auditing.

The majority of the respondents indicated thatrmdkaudit was not regularly carried
out. The researcher was also told during intervieat internal auditing was carried
out at least once per year. Moreover, carryinguttdepended on the availability of
funds for the exercise because it was time-consgiiaumal also costed a lot of money.
These findings corroborate with Mmasi (2005)"s wfaund out that internal

auditing was not periodically carried out, the maj@ason being lack of funds and
resources to support periodic auditing as wellrexléquacy of staff to carry out
auditing functions. No matter what the reasons mnternal auditing needs to be
carried out regularly to eliminate the possibilitfyany misuse of the organisation’s

funds by a few.

The majority of respondents also indicated thagrimal auditors did not have the
right qualifications. Lack of internal audit quatétions implies that their ability to
do their work according to internal audit standasdguestionable. During interview

it was noted that the internal auditors had profesd qualifications in accountancy,
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and used those skills to perform their internal ithugl tasks. This seems to be
justified by the fact that internal auditing is macessarily a daily task as accounting
is. This is misleading, since internal auditingvesy crucial in ensuring the fiscal
health or any organisation, making it possible @tedt any fraud or misuse of funds
so that remedial measures can be taken. Paststsdigh as of Mwanri (2009) also
revealed that internal auditors were inadequatelmpetent and so fraud detection
by them was low, which could signify that the paremganisation had sound
corporate governance. Employment of internal auwslitpossessing the right

qualifications was seen as the major remedial nteasu

Also the majority of respondents indicated thagiinal audit reports were externally
investigated. It was revealed that the internalitatgl were accountable to their
management, and so internal auditing reports migét influenced by the
management, as they were the ones who were rebpomsth the way funds uses
are made in the organisations. This factor canltresubiased internal auditing
reports, since such reports must be approved byntaeragement before being

forwarded to stakeholders.

4.3.2 Challenges Hindering the Effectiveness of latnal Audit at NEC

The second objective sought to find out challenigeslering the effectiveness of
internal audit at NEC. The findings as presentedable 7 revealed a number of
challenges which hindered the effectiveness ofrmateauditing at the surveyed
organisation. These challenges include lack of peddence from employer,
inadequate skills among internal auditors, inadexgjfecilities at the internal audit

department, inadequate funds to carry out inteealit, inadequate cooperation
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among staff, limited transparency and opennessieisas lack of commitment from

management staff.

One of the responses mentioned by the respondexrsdack of independence from
the employer. This is due to the fact that inteealitors report to the employer. The
fact that internal auditors report to an organg@ management, with little or no
involvement of external auditors in the auditinggess means that financial auditing
is not conducted in an objective way, and can infyd and the improper use of

the organisation’s funds.

These findings coincide with findings by Deemay(Q2pPwho found out that internal
auditor independence was questionable due to ldckotation of the internal
auditors. Moreover, Tinkasimile (2009) found outatththe internal auditor
independence was inadequate because internal eudifmorted to the management,
which meant that any internal audit reports werst fieviewed by the management
for the approval before being forwarded to relevaontdies. Objectivity in the
conducting of financial auditing needs to be asuemd the auditing results also
need to be communicated to the stakeholders foreased accountability and
transparency. Failure to be accountable and traesp& a sign of bad leadership,
meaning that things are done not for the benefihefstakeholders but for their own
interest. This situation can affect the qualityoafput of the financial statements and

reports.

Another response given by the respondents was guatke skills among internal

auditors. Previous studies, such as of Mbogelld12@&nd Apostolowet al (2001)
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reveal that this is one of the major problems himdegood corporate governance in
many organisations. The respondents asserted hbainternal auditors possessed
accountancy qualifications (including CPA), but aopossessed internal audit
qualifications. However, this problem exists atagional level, because while there
are many colleges that offer accountancy coursesetis no college that offers

auditing courses.

This makes it difficult for internal auditors to gs®ss professional qualifications in
their career or upgrade their professional quaifans. Further information obtained
showed that in the whole of East Africa, only Keimgal a college that specialised in
auditing, and this implies that if internal audgoskills need to be upgraded, they
should be provided with scholarships to go andysindKenya or other countries,

which is costly. There is a need to establish attizug college in the country.

Another response given by the respondents was guadke internal auditors. It was
revealed that there were only six internal audjtargl this affected internal auditing
functions, as internal auditing was done less aatyl specifically in the zones.

Various past studies such as Swai (2006) had athoated this to be a major barrier

to effective internal auditing functions in manyganisations.

Given the fact that internal auditing is a veryeefive tool in any sound fiscal
management system, priority needs to be accordeensore adequacy of well-
trained internal auditors who will conduct regulaternal auditing, according to

established standards.
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4.3.3 Strategies to Adopt in Order to Enhance the fiectiveness in Internal
Audit at NEC

The findings on strategies to adopt to enhance®fBness of Internal audit at NEC,
as shown in Table 8 revealed that should be enfozoé of internal audit standards,
ensure independence of internal auditors, recrutroé qualified internal auditors,

regular internal auditing and prioritise in stafining and development. Moreover,
it was recommended to allocate more funds for maerauditing, improve the

working environment, update hardware, software aatking tools, ensuring

transparency and openness, intensify efforts apgaawsruption, as well as

cooperation during the process of auditing.

One of the responses given by the respondents mfascement of internal audit
standards. This is very crucial as it will helpensuring that internal auditing does
what it is expected to do—that is, help in ensurihg fiscal health of the
organisation. To this effect, it is necessary tsuea independence and autonomy of
well qualified internal audit staff. The managemstiaff contended that efforts were
done to ensure that internal auditors have the qghlifications and knowledge of

the internal auditing profession.

Another recommendation given by the respondentstaansure independence of
internal auditors. It was noted that the channelegiorting should not be to the
accounting officer in order to have complete inaemnce. Independence of internal
auditors will help to ensure that internal audarstards are adhered to, which means
assured objectivity in the internal audit proceshkis will help to ensure fiscal

stability.
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Respondents also recommended that there shoukthétment of qualified internal
auditors. There is a need to ensure adequacy einelt auditors so that internal

auditing may be done more effectively.

Another recommendation given by the respondents twasnprove the working
environment. This can cut across not only physfeallities but also incentive
packages to internal auditors. Due to their inadeguthey should be motivated so

that they may do their job more effectively.

The respondents also recommended that hardwarsdadtwdare should be updated.
As technology and software keep changing from timeéime, there is a need to
ensure that up-to-date hardware and software ajeirad so as to keep with the
global pace. This will help to ensure efficiencyailgh having compatible hardware

and software.

Ensuring transparency and openness in the audifingcess were other
recommendation given by the respondents. What fiiech here is that the results of
internal auditing should be communicated to th&edtalders. This is a key point to

consider in ensuring corporate governance.
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CHAPTER FIVE
5.0 CONCLUSION, RECOMMENDATIONS AND AREAS FOR FURTH ER

STUDIES

5.1 Introduction

The main concern of this study was to analyse fadtwat influence internal audit

operations in electoral bodies. Specifically, thedg aimed at identifying the extent
to which internal audit standards are adhered t§E&E, find out challenges facing

the effectiveness in internal audit at NEC, as waslfind out how best the challenges
can be addressed. The study was carried out in 3aSalaam, at the NEC

headquarters. The aim of this chapter is to prettentonclusion, recommendations

and areas for further studies.

5.2 Conclusion

The findings on the extent to which internal audéndards are adhered to at NEC
revealed there are inadequacies in adherence émaittaudit standards. This was
indicated by the majority of respondents who disagdrto the statements that internal
audit was regularly carried out, internal audit aep were communicated to
stakeholders, internal auditors had the right djeations, as well as internal audit
reports were externally investigated. Moreover, rtteggority of the respondents were
uncertain as to whether there is transparency aoduatability, internal auditing
was carried out at minimum possible costs, as a&lthe use of proper auditing
software. The fact that there are inadequacieslie@nce to internal audit standards

requires that proper measures be should be imtedditaken to address the
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situation since the effectiveness in internal angits very crucial in ensuring good

governance, accountability and sound fiscal heaithiny organisation.

The findings related to challenges hindering effectess of internal auditing
revealed lack of independence from employer, inadtq skills among internal
auditors, inadequate facilities at the internaliaddpartment, inadequate funds to
carry out internal audit, inadequate cooperatiororagnstaff, limited transparency
and openness, as well as lack of commitment fromag@ment staff to be the major
challenges. In particular, lack of independence andnomy from the employer are
notable bottlenecks, and these are common prokblemany organisations. There is
a need to ensure objectivity through ensuring autonof the internal auditors or

through involvement of external auditors.

The respondents gave a number of recommendatiosfategies to adoph order

to enhance the effectiveness in Internal Audit BENThis recommendation
include the enforcement of internal audit standards, ensunmmigpendence of
internal auditors, recruitment of qualified interaaditors, regular internal auditing,
prioritising in staff training and development. ®hrecommendation are allocating
more funds for internal auditing, improving the Wwiog environment, updating
hardware, software and working tools, ensuringspanency and openness, intensify
efforts against corruption, as well as cooperatioring the process of auditing. It is
expected that if these recommendations by the nelgmds are put into effect, then

there will be effectiveness in internal auditing.
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5.3 Recommendations

Based on the study findings, the following are receended:

()

(ii)

(iii)
(iv)

v)
(vi)

Training of internal auditors should be ensuredsWill involve sending them
abroad for that opportunity. In addition, a collaghat specializes in auditing
should be established in Tanzania. Training camob®eal, such as attending
courses, or informal such as attending seminarcanfirences.
Independence of internal auditors should be ensi@d can be done through
periodic transfer of internal auditors and/or reguhvolvement of external
editors, so as to ensure objectivity.

There is a need to upgrade hardware and softwarkfasinternal auditing
There is a need for staff recruitment with the afensuring that there are
adequate internal auditors. This should be done amand with upgrading
the skills of the available internal auditors.

The working environment should be improved.

Efforts against corruption should be intensified.

5.4 Areas for Further Studies

This study focused on assessing the factors infingninternal audit operations in

Electoral Bodies as government institutions. Thera need to carry out a similar

study in other organisations, both public and gay@ order to get further input on

the topic.
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APPENDICES

Appendix |: Questionnaire for Non-Management Staffat NEC

| am a student of the Open University of Tanzamaceeding on research titled
“Factors influencing Internal Audit operations in HEectoral bodies: An Empirical

Analysis of Tanzania Electoral Commission (NEC)The findings are to assist in
improving internal auditing. | request you to filis questionnaire. The information
you provide will be used for academic purposes @mg not otherwise. | forward

my thanks to you in advance.

Please circle the right response or fill in blarpases as appropriate.
1. Gender
1=Male
2=Female
2. Age range
1=Less than 30 years
2=30-39 years
3=40-49 years
4=50 years and above
3. DESIGNALION. .. ettt e e
4. Educational qualifications

1=University degree
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2=College diploma
3=Certificate
4=0ther (Please indicate)
5. Experience at the organization (years)
1=Less than 2 years
2=2-5 years
3=more than 5 years
6. How many internal auditors are there at this org@ion?..................ccvvvvnnnns
7. Are they adequate?
1=Yes
2=No
8. How competent are they?.......cooooe i
1=Adequately competent
2=Competent
3=Inadequately competent
4=|Incompetent
9. How often is internal auditing carried out at thrganization?.........................
1=0Once in a year
2=0nce in two years
3=0ther (please SPecCify).......cccoevie it
10. Are established internal auditing standards adhirad
1=Yes

2=No
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11. Are training opportunities provided to internal @acs and other staff by the
employer?
1=Yes
2=No
12. Are there incidents of fraud at this institution?
1=Yes

2=No

13.How competent are internal auditors in carrying their daily activities?

Circle (1-4) for each item as appropriate

Activity Not Inadequately | Skilled Very

skilled skilled skilled
Using computerised systems 1 2 3 4
Using internal auditing software 1 2 3 4
Using job-related software 1 2 3 4
Professional internal auditing skills 1 2 3 4
Other (Please specify) 1 2 3 4

14.Indicate the extent to which you agree or disagpdbe following statements
related to internal audit standards at this orgdias. Circle (1-5) for each
item as appropriatel=Strongly disagree; 2=Disagree; 3=Neutral; 4=Ag@pe

5=Strongly agree)
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Factor Strongly | Disagree | Neutral | Agree | Strongl
disagree y agree

Internal audit is regularly 1 2 3 4 5

carried out

Internal audit reports are 1 2 3 4 5

communicated

Internal auditors have the right 1 2 3 4 5

gualifications

Internal audit reports are 1 2 3 4 5

externally investigated

There is transparency and 1 2 3 4 5

accountability

Internal auditing is carried out 1 2 3 4 5

at minimum possible costs

Automated systems are used 1 2 3 4 5

in internal auditing

Proper auditing software is 1 2 3 4 5

used
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15.How often are the following functions related tteimal auditing carried out?

Circle (1-4) as appropriate

Function Always | Sometimes| Never | don't
know
Internal auditing 1 2 3 4
Participation of external auditors 1 2 3 4
Communication of auditing 1 2 3 4
information
Staff participation in meetings 1 2 3 4
Upgrading of staff skills 1 2 3 4
Other(Please specify) 1 2 3 4
16.What challenges are faced in internal auditing 2. ....ceeeeeeieeeeeeiiiieeieieiinns
17.How best can the challenges be addressed?...........cccoooveeiiiiiiiiiiiiceiiin,
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Appendix Il:Interview Guide for Management Staff

1. How many internal auditors are there at this orgmton?

2. Are they adequate?

3. How competent are they?

4. How often internal auditing is carried out at thrganisation?

5. Are established internal auditing standards adhered

6. Are internal audit reports communicated?

7. Does the organization provide training opportusitie internal auditors and
other staff?

8. Are there incidents of fraud at this institution?

9. What challenges are faced in internal auditing?

10. What is being done to address the challenges?

Thank You for Your Time and Input



