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[bookmark: _Toc81979090][bookmark: _Toc82590102][bookmark: _Toc85473935]ABSTRACT

This study focused on the impact of internal control on fund management in Lagos state public service. Several fraud cases in public domain in relation to the public sector in Nigeria serve as motivations for this study. The objective of this study was to look into the impact of internal control mechanisms on fund management in Lagos State public service. Questionnaire was the primary data collection tool employed. The basic data was collected using the drop and pick approach. The structured questionnaires were used to collect primary data from accountants, auditors and administrators in Lagos State Ministry of Finance. Data collected were subjected to descriptive and inferential statistics. Mean scores, standard deviations, as well as multiple regression analysis were subsequently explored using SPSS Software, version 22. The study found out that risk assessment, control environment and control activities are positive and significant impact on fund management in Lagos State public service.  The study concluded that internal control has significant effects on fund management in Lagos State public service. Adequate risk assessment procedure, high level control environment and control activities are recommended for management attention.  
KEYWORDS: Control activities, control environment, fund management, internal control, risk assessment



CHAPTER ONE
INTRODUCTION
[bookmark: _Toc85473936]1.1 Background to the Study
Effective public sector fund management, or the efficient and effective management of public funds, is critical to the survival and development of domestic and foreign economic systems. However, in the last decade, widespread misuse of public funds has been a major source of concern around the world. This global phenomenon obstructs successful good governance. Financial controls in the public service are essential aspect of sound management since they ensure that funds are used for their intended purpose. Managers are in charge of putting in place the appropriate controls in their organizations. Internal control is a framework consisting of clear guidelines and procedures that are designed to provide management with effective assurance by the Committee of Sponsoring Organizations of the Tread way Commission (2004). Internal control is a set of procedures designed to give management trust that the entity's priorities and objectives will be accomplished on time. The reasons for providing internal controls are, in their opinion, to encourage organizational efficiency and effectiveness, to provide accurate financial and administrative information, to protect assets and records. According to Brown (1998), financial transparency is the value-for-money appraisal and recognition of individuals' responsibility for their actions concerning the nature of their outputs and decisions. Practically, all techniques that are tailored to enhance the effectiveness of public systems from the time of independence to date, the Auditor General's report on the public accounts revealed that there are several unknown payments, unpresented payment vouchers, misappropriation of income, and other receipts, contract irregularities, poor debt management, huge debt stock, procurement without the approval of the entity tender committee, illegal payment and or drawing of salary as well. The examples given clearly illustrate that Nigeria's public sector has multiple internal management defects (Emmanuel, Ajanya & Audu. 2013; Ogubunka, 2002). According to Blinkerhoff (2003), this is a crucial component in implementing reform/improving system performance. However, various forces of change have affected the public sector, including increasing demand for quality services, rising prices, constrained capital, competitive pressures, and public and private sector monitoring with a substantially better-informed customer. As a result, public-sector executives are under increased pressure to reconsider their policies. This strategy is geared towards financial accountability, which is the assessment of value for money and acceptance by individuals of personal responsibility for their actions concerning the quality of their as well as judgments (Blinkerhoff, 2003). There have been many instances or revelations of inadequate internal control in Nigeria, particularly in the public sector (Abubakar, Dibal, Peter & Pwagusadi, 2017). Thus, from the time of independence to date, the Auditor General's report on the public accounts revealed that there are a variety of unknown fees, unpresented payment vouchers, misappropriation of income and other receipts, contract irregularities, weak debt management, huge debt stock, procurement without the approval of the agency tender committee, unlawful payment and/or drawing of salary as well as bank lodgments that do not represent, among others, in bank statements. The examples are given illustrate that Nigeria's public sector has multiple internal management defects (Emmanuel, et.al 2013; Ogubunka, 2002). 
  However, over the years, attempts have been made to minimize and/or remove financial anomalies and inaccuracies in Nigeria's public sector. Despite various initiatives and the presence of an Internal Audit Unit in Nigeria's public sector organizations, it appears that financial irregularities and inaccuracies remain, and this needs to be examined to ascertain the causes of these flaws.
[bookmark: _Toc85473937]1.2 Statement of the Problem 
This research focuses on the impact of internal control system on fund management in Lagos state public service. Internal control units in government ministries are important for verifying accounting and investigating allegations of fraud and embezzlement within the ministry. However, in recent years, most of these safeguards have ceased to work, leading in the misuse of cash in such ministries. Internal control system weaknesses in the Lagos state public service funds and financial management are a critical area that is currently receiving little attention due to the continued disregard for control elements, exposing the public service to massive gross financial irregularities in the management, appropriation, and accounting for state resources deployed at various public organizations. The situation also includes the inability to demonstrate compliance to due diligence, procedures, and application of standards practices as far as accountability and safeguarding assets are concerned. Many cases of misappropriation of funds by public officials have been recorded in the Nigerian economy today. This has significantly contributed to the economy's underdevelopment. By assessing the efficiency of internal control systems on Lagos state fund management, the analysis is aimed to fill established research gaps. As a result, the study results are crucial in closing these holes.
[bookmark: _Toc85473938]1.3 Objective of the Study
The study's main objective is to look into the effect of internal control mechanisms on public fund management. The following are sub-objectives:
1. To examine the effect of risk assessment on fund management in the Lagos state public service.
2. Investigate the relationship between the control environment and fund management in the Lagos state public service.
3. To assess the impact of control activities on fund management in the Lagos state public service.
[bookmark: _Toc85473939]1.4 Research Questions
The study would address the following research problems:
1. What effect does risk assessment have on fund management in the Lagos state public service?
2. What is the relationship between the control environment and fund management in the Lagos state public service?
3. What impact do control actions have on fund management in Lagos public service?
[bookmark: _Toc85473940]1.5 Research Hypothesis
In the course of the study the following hypothesis were tested:
1. H01: Risk assessment has no significant effect on fund management in Lagos state public service. 
2. H02: There is no significant relationship between control environment and fund management in Lagos state public service.
3. H03: Control activities have no significant impact on fund management in Lagos state public service.
[bookmark: _Toc85473941] 1.6 Significance of the Study
The study would be especially valuable to managers and those in charge of managing public funds, as they are responsible for streamlining internal control systems in order to improve fund management. The findings will be implemented in the public sector, resulting in improved financial performance and supporting public organizations in achieving their objectives. The problem would be well-understood by the development partners. Furthermore, the study will contribute to what is already known about internal control systems and fund management, particularly in the public sector. Researchers and academicians in Finance and Accounting, Management, and other related subjects who are interested in undertaking future research in the area of internal control systems on fund management in Lagos state public service would benefit from the findings.
[bookmark: _Toc85473942]1.7 Scope of the Study
The geographical scope of this study is Nigeria, and the study site is limited to Lagos state public service only. Only primary data will be used in this study, which will rely solely on a questionnaire as a research tool. The first three components of the COSO internal control framework will have an impact on fund management.
[bookmark: _Toc85473943]1.8 Limitation of the Study
Major limitation to this study was time constraint. The period within which the study is conducted is short for a thorough research work, hence gathering adequate information becomes very difficult. Also, finance is one of the limitations to study. The researcher is facing financial constraint to meet all needed educational requirement including this research study. This coursed the researcher to restrict his research to one company for possible completion of the study. Finally lack of materials on the research because this is new in the area of quality of internal control in Lagos state public service. Therefore, the researcher resolved to seek friendly approach in order to obtain the needed materials or information from the organization under study through the administration of questionnaire.
[bookmark: _Toc85473944]1.9 Operational Definition of Terms
Control Activities-These refers to the policies and procedures that ensure how management directives are executed. It includes approvals and authorizations, operating performance reviews, segregation of duties and safeguarding of assets.
Control Environment-includes management and governance functions; the awareness, actions and attitudes of the people charged with governance and management concerning the entity’s internal control systems and the importance of those systems to the entity ensure that the management’s directives are implemented efficiently and effectively across the entire organization.
Fund Management- The process of dealing with an institution's or an individual's fund intake and outflow is known as fund management. It is an important part of financial management, with the goal of maximizing earnings from any investment.
Internal control - It refers to the first three elements of the COSO Internal control integrated framework namely; risk assessment control environment and control activities.
Risk Assessment - involves analyzing and identifying relevant risks that form the basis for organizing and planning activities that will help monitor, manage and control risks.

                                         





[bookmark: _Toc85473945]CHAPTER TWO
REVIEW OF RELATED LITERATURE
[bookmark: _Toc85473946]2.0 Preamble
This section looked at related literature in the field of internal control. It was separated into four sections: conceptual framework, theoretical framework, empirical review, and summary of literature review with the purpose of discovering existing knowledge on a given study subject. In order to demonstrate "the state of the art," a literature evaluation must be conducted in the context of the research problem. The conceptual issues as well as associated literature that emphasize proper internal control system will be addressed in this study in order to enable and expand our comprehension of the research activity and meet the research's intended goals and objectives.
[bookmark: _Toc85473947]2.1 Conceptual Review
Concepts that are relevant to this study are discussed in this sub section. They include:
[bookmark: _Toc85473948]2.1.1 Internal Control
Internal controls are the processes and procedures used by a company's accounting and finance departments to eliminate clerical errors and safeguard assets, especially cash, against theft or loss. The change in nomenclature emerged as a result of a better grasp of what internal control involves in terms of goals and activities. "Means and processes used within the organization itself to secure the company's cash or other assets and to examine the clerical accuracy of the bookkeeping," according to the American Institute of Certified Public Accountants (AICPA) in 1936.
[bookmark: _Toc85473949]2.1.2 Risk Assessment 
Risk Assessment COSO (2004) considers risk assessment as the process of identifying and analyzing relevant risks to the achievement of the entity's objectives and determining the appropriate response. This process also includes risk identification from external and internal factors at the entity and the activity levels, risk evaluation, assessment of risk appetite of the organization and the developing responses of all the risks in the organization. Transfer, tolerance, treatment, and termination are the four types of risk reactions that must be evaluated. Controls might be either preventative or detective in nature. Setting objectives is thus a prerequisite for internal controls. According to Gleiling (2005), goals and objectives should be categorized into three categories at the departmental level: operational, financial, and compliance objectives. A clear set of goals and objectives is fundamental to the success of an organization. Specifically, a department or work unit should have a mission statement, written goals and objectives for each significant activity. In this regard, Anthony (2014) opined that there are certain activities which are significant for all organizations such as budgeting, purchasing goods and services, hiring employees, evaluating employees, and safeguarding property and equipment. Because an effective internal control system, no matter how well conceived and operated, can only provide reasonable assurance to management about the achievement of an entity's objectives, Cochran (2000) considers risk identification to be important for the achievement of the organization's objectives. Managers, he argues, should figure out what could go wrong, what sectors are the most at risk, what assets are at risk, and who is in a risky position. The risks may include; public scandal, misuse of revenues, assets and personnel, and also the use of unreliable information for decision making. Impliedly, the internal controls can give management information about the entity's progress but cannot change an inherently bad manager into a good one.
[bookmark: _Toc85473950]2.1.3 Control Environment
Environment Control According to Anthony (2004), the control environment sets the tone for the organization and influences its people's consciousness. It serves as the foundation for all other internal control components. According to Schroy (2010), the control environment is the organization's awareness, or the climate that motivates organizational members to carry out their actions and responsibilities in accordance with the control objectives. An effective control environment, according to Lower (1998), is one in which competent individuals are aware of their responsibilities, the boundaries of their authority, and are knowledgeable, mindful, and devoted to doing the right thing in the right way. They also improve the control environment by acting ethically – setting a positive tone at the top – and requiring everyone in the organization to follow the same code of conduct. The institute of Internal Auditors looks at control environment as one that dictates upon organizational members a feeling of consciousness that their continued stay at an organization is assured by demonstration of their expected level of competence as well as their comprehension of authority and responsibility limits. In this respect, organizational members feel and realize that they are accountable to the organization (Dublin, 1999). Okwach (2000) disclosed that under such an environment, the organizational members utilize the available resources efficiently and effectively hence, achieving the expected organizational performance. On the other hand, Ishumgisa (2001) views control environment as an enabler of execution of tasks by organization members as set by the board members and departmental managers through attitudes and actions that encourage the highest level of integrity, appropriate leadership philosophy, operating style and personal and professional standards, thereby leading to reasonable compliance and operational efficiency levels.
[bookmark: _Toc85473951]2.1.4 Control Activities
Control Activities Adewale (2014) states that control activities are the administrative and supervisory actions engaged by management in order to keep the organization focused and cautious in addition to keeping members effective and efficient at task execution. While Dublin (1999) considers control activities as activities that provide evidence that a loss has occurred. They include; analysis, reconciliations, and reviews. Others include proper authorization, segregation of duties, sufficient documentation, and physical control of assets. He emphasized the importance of authorizations in the form of expenditures as a result of an approved budget as a control activity. Questioning of uncommon items, justification of the transaction, and inspection of source documentation should all be part of the budget approval process (Munene, 2013). Control activities, according to COSO (2004), are policies and procedures created to address risks and meet the entity's objectives. Authorization and approval procedures, segregation of duties (authorizing, processing, procuring, recording, receiving), controls over access to resources and records, verifications, reconciliations, reviews of operating performance, reviews of operations and activities, and supervision (assigning, reviewing, and approving) are just a few examples of preventive and detective activities. Management compares information about current performance to budgets, forecasts, prior periods, or other benchmarks to measure the extent to which goals and objectives are being met and to identify unexpected results or unusual conditions that require follow-up, according to Ademola and Alade (2015).


2.1.5 Fund Management
Fund management can be characterized as a method of mobilizing resources, spending and generating money from natural resources under its control, collecting public taxes, borrowings, and the establishment, sale, and privatization of state-owned enterprises. These funds are subsequently distributed to other government departments in the annual budget, based on the priorities defined and agreed upon by the various stakeholders. Public financial management is important not only for fulfilling fiscal goals, tracking progress against targets, and making efficient use of resources, but it can also help the government determine future priorities and ensure fiscal sustainability. Reus (2012). The public sector plays an important role since the private sector lacks the moral sense and incentives of a responsible government to provide for diverse areas of the economy, particularly the poor. In most nations, public spending accounts for more than a third of GDP; as a result, there is a great deal of interest in and expectation of these services, and public fund management must be able to resist scrutiny from all sides (Bassey & Ritter, 2013). The administration of public funds is an important part of the institutional framework for good governance (Lawson, 2015). Effective public service delivery is linked to poverty alleviation and economic prosperity. Countries with robust, transparent, and accountable public fund management systems are more likely to provide effective and equitable services, as well as regulate markets more efficiently and fairly. In this view, good public money management is a required, but not sufficient, condition for the majority of development outcomes. The ability to tax fairly and efficiently, as well as spend wisely, is an important aspect of statehood (Acemoglu & Robinson, 2012). Improving the efficiency of public fund management can have far-reaching and long-term consequences, contributing to wider societal movements toward inclusive institutions and, as a result, stronger states, lower poverty, better gender equality, and more balanced growth. Even if donor staff does not want to improve public fund management systems, they must understand them since they will frequently work via them, offering budget support or finance, or project-financed actions that are subsequently staffed and maintained through the national budget (DaniRodrik, 2003).
[bookmark: _Toc85473952]2.1 Conceptual Framework
A conceptual framework, according to Mugenda & Mugenda (2008), is the current version of the researcher's map of the terrain under investigation. This is based on the belief that conceptual frameworks will alter as research progresses. Internal control systems are critical factors in the appropriate administration of funds, according to the conclusions of the research and theories presented above. Internal control systems are made up of many components that have an impact on various parts of financial management. The purpose of a conceptual framework is to demonstrate and explain the assumed relationships between the independent and dependent variables. The independent factors in this study were control environment, risk assessment, and control actions, while the dependent variable was fund management. The independent variables were examined in order to see how they influenced the dependent variable. The study's overarching goal is conceptually illustrated in the diagram below.










[bookmark: _Toc85473953]2.1 Conceptual Model

 Independent Variable 	Dependent Variable
Control Environment 
· Integrity and ethical values 
· Management philosophy and operating style 
· Commitment to competence 
· Assignment of authority and responsibility
· Organizational structure


hhgffr


Management of Publics Funds
· Accurate financial reporting 
· Prudent use of finances 
· Accountability and Transparency 
· Safety of physical assets 


Risk Assessment 
· Risk identification 
· Risk evaluation 
· Risk mitigation 





Control Activities 
· Error detection 
· Error correction 
· Error prevention 




Source: Researcher’s Design (2021)

[bookmark: _Toc85473954]2.2 Theoretical Review 
Theoretical literature focuses on theories or hypotheses rather than practical applications. "Many theories link the study of internal control to income production, including Agency, Attribution, Reliability, and Control theories. This research looked at control theory and how it can be used to anchor internal control and revenue creation in the Financial Information Reporting System (FIRS). “An interdisciplinary discipline of engineering and mathematics that deals with the behavior of dynamical systems with inputs,” according to the definition of control theory. The reference is a term used to describe a system's external input. When one or more of a system's output variables must follow a specific reference throughout time, a controller manipulates the system's inputs to achieve the intended effect on the system's output. A control theory's goal is to develop solutions for the controller's proper corrective action that result in system stability, that is, the system will keep the set point and not oscillate about it. In order to bring a product after processing, systems (Sarens & Beelde 2006) have inputs and outputs, and the inputs and outputs of a control system are often associated by differential equations. Control criteria are established by establishing objectives, budgets, plans, and other expectations. Control exists to keep a state of things or a performance within the bounds of what is expected, acceptable, or accepted. Internal control is the type of control that is embedded within a process. It occurs as a result of a number of interconnected factors, including the social environment, which influences employee behavior, information needed for control, and regulations and procedures. Internal control structure is a strategy for defining how these aspects are combined to form internal control (Sanusi & Mustapha, 2015).
[bookmark: _Toc85473955]2.2.1 Theory of Internal Control
A system of effective internal control is a critical component of an organization’s management and a foundation for its safe and sound operation. Internal control is a crucial component of an organization's management and the foundation for its safe and sound functioning. A good internal control system can assist ensure that an organization's goals and objectives are met, that long-term goals are met, and that financial and managerial reporting is accurate. A system like this can also assist the firm comply with laws and regulations, as well as policies, strategies, and internal rules and procedures, lowering the risk of unanticipated losses and reputational harm. Reconciliations, division of roles, review and approval authorizations, asset safety and accountability, and preventing or detecting error or fraud are examples of automated or manual controls. Within a process, there are two sorts of controls: financial reporting controls and operational controls (that is, those designed to achieve operational objectives). Amudo and Inanga, 2009, Internal control in the public sector is defined by pre- and post-audit obligations. Before the government commits to a purchase, a pre-audit is conducted to ensure that adequate funds are available and that the expenditure is allowed at the state and local levels. Auditing is handled by internal auditors as well as state and municipal government auditors general. A post-audit is usually a longer operation that involves more individuals.
[bookmark: _Toc85473956]2.2.2 Agency Theory
According to Jensen and Meckling (1976), an agency relationship is "an arrangement in which one or more groups employ another group (the agent) to carry out specific tasks on their behalf while also allowing them (agents) to make decisions" (give making decision authorities to the agent). When the principal's and agent's interests clash, an agency dilemma arises, this can lead to complications. The issue of risk sharing, on the other hand, arises when the principal and the agent have different approaches to risk. If these types of agency disputes continue, their relative importance will be hazy. As in the trade-off theory, one may imagine the stability at an inner ideal. Agency theory began as a management theory, was applied to financial management and stockholders’ interests and arrived in its current form. It is a theory explaining the economic behavior of the main people in large firms. Economics previous theory of the firm assumed firms were managed by one person- sole proprietor, or that any larger firm behaved just like the one man band. Agency theory holds that modern companies are owned by shareholders but run by managers, and that the economic interacts of the two are different. The theory says that cost to the principals for employing agents can be greatly reduced by incurring monitoring costs and bonding costs (Donleavy, 2016). A beneficial agency cost is one that increases a shareholders value, an unwanted agency costs occurs when management actions conflict with shareholders’ interests. Thus, agency problem arise when people in different position sacrifices the corporate wide goals to materialize the personal interest (Shil, N.C. Hoque, M. &Akter, M. (2015). Given that the principal will always be interested in the outcome generated by their agents, agency theory provides the under pinning for an important role for accounting in providing information after an events a so-called post- decisional role. It is a useful economic theory of accountability which helps to explain the development of the audit. To maintain effective principal – agent relationship there must be corporate governance. Governance mechanisms mitigate agency cost with higher levels of corporate governance resulting in better monitoring and control of management behavior enhanced financial reporting quality and reduced information asymmetry between a firm’s principal and agents. Internal control help to strengthen the corporate governance and responsibility accounting maintains high level of cost centers report for effective performance. Hence, this theory is relevant to this study in that it is able to explain how good corporate governance can affect quality of financial reports in an organization.
[bookmark: _Toc85473957]2.2.3 Reliability Theory
 As far as reliability theory goes, units of a system of internal control include parts which are interwoven and every unit requires a definite measure of success. The success or an eventfulness of a component defines its state. When a component exists in a successful state, it is said to be reliable. Additionally, the whole internal control unit system entails two values – success or failure. Despite the prevalence of tractability of reliability theory with respect to evaluation and design of system of internal control in research literature, there has not been any application of the workings of the theory of reliability. (Kinney, 2000). Organizational management and external editors remain the two users of reliability theory of the highest probability. As stated by Kinney (2000) in Ndungu (2014), there is need to garner as much evidence to support a professional stance in the manner of external audit. The central aim of internal control systems is risk control and assessment. Such prevents a material error from leading to losses on account of poor control or preventive measures. Greater cost is involved with losses following when the systems of internal control are weak.
[bookmark: _Toc85473958]2.2.4 Contingency Theory
According to Drazin and Van de Ven (2000), the best manner for a company to be organized is depending on the type of environment in which it works. The contingency hypothesis is said to be founded on two assumptions, according to its supporters. For starters, it implies that no strategy is “universally superior” (Bergeron et al, 2006; Venkatraman, 2004), and that there is no single optimum method to manage an organization (Donaldson, 2006). According to the idea, the choice of approach, structure, or control system is determined by contingency factors such as the environment, risk profile, strategy, size, organizational structure, and the best activities available (Chenhall, 2008; Donaldson, 2011; Richard, 2008). According to Macintosh (2009), Hoque and James (2005), Chenhall (2008), and Pfister (2014), an organization's structure and context must match or fit each other in order for it to perform well and fulfill its corporate goals. To back up this claim, Jokipii (2014) points out that numerous frameworks, including as COSO and Criteria of Control (CoCo), postulate that different organizations require distinct internal control systems based on their contingency characteristics. This viewpoint is similar to the contingency theory, which states that each organization must select the best control system based on contingency characteristics (Fisher, 2000; Luft & Shields, 2008; Jokipii, 2014). It should be evident from the preceding that two organizations should not have identical internal control systems unless they are identical. As a result, the necessity for and characteristics of internal control systems may differ depending on the organization. This argument is similar to the contingency theory and is stated in the internal control systems framework (COSO 2009, p.18). The ‘match,' also known as ‘fit,' is the drive that increases performance, according to Drazin and Van de Ven (2000) and Donaldson (2011). It indicates that properly adapting control systems to the contingency features of an organization leads to effective internal control systems and improved organizational performance (Pock, 2012).
Furthermore, some aspects of contingency theory are linked to internal control system components. This means that there is a link between the structure of internal control systems and the contingency characteristics that define the structure of internal control systems, first and foremost (Donaldson, 2011). As a result, changes in contingency factors necessitate alterations to the structure of internal control systems in order to improve their efficacy and, as a result, organizational performance (Dropuli, 2013).
[bookmark: _Toc85473959]2.2.5 Fund Management Theory 
The flow of money into and out of a company is at the heart of fund management theory. The notion is about striking a balance between trade costs including holding cost, opportunity cost, and transaction cost, according to William Baumol. As a result, companies aim to reduce the cost of keeping funds as well as the cost of converting marketable securities to cash. The fund management theory defines the financial management strategies used by many firms, as well as the management decisions made by these organizations. Managers must get specialized information in this area in order to make decisions that are helpful to their businesses (Holland, 2012). Businesses can use the fund management theory to figure out what their ideal cash balance levels are. The approach can be used by fund managers to lower the cost of carrying money. Businesses should manage their funds while taking daily cash flow variations into account, according to the principle. Managers working in extremely variable financial settings will profit from the approach as a result. It's also useful in instances when cash flows fluctuate a lot in a short period of time. According to Nyabwanga, Ojera, Alphonce, and Otieno (2011), effective money management comprises determining the optimum amount of cash to hold by evaluating the opportunity cost of keeping too much cash vs the trade cost of having too little cash. According to Hannah, Gekara, and Joseph (2013), in addition to transactional functions, cash balances should be stored up for preventative purposes. This is particularly true for seasonal activities. Many businesses are concerned about maintaining short-term financial balances. Due to the difficulties of accurately projecting cash movements, particularly inflows, this is the case. According to Noriza & Nor (2010), cash and credit tightening is a major threat to the survival and development of many businesses around the world. Good cash management methods are built on the foundation of realistic cash flow budgets for both long and short-term operations. Establishing a cash balance strategy, according to Kwame (2007), will encourage caution in cash budgeting and surplus money investing. According to Ross, Westerfield, Jaffe, and Jordan (2011), reducing the amount of time funds are stranded in the operations cycle increases company profitability. According to Huseyin (2011), a typical treasury function's specialized responsibilities include funds administration, account receivable and payable management, risk management, investor engagements, and bank relations. The fund management theory was beneficial in this study since it clarified the purpose of controlling cash balances in order to reduce excessive idle funds or deficits.
[bookmark: _Toc85473960]2.3 Empirical Review 
This review puts forward empirical evidences on internal control systems in the management of funds. Sekaran and Bougie (2011) notes that literature reviews are intended to provide an overview of previous studies on a particular topic while demonstrating to readers how the current study fits into the larger field of study. 
[bookmark: _Toc85473961]2.3.1 Control Environment and Management of Funds 
The control environment, according to COSO (2013), is the foundation upon which the other components of control systems are built. It has an impact on everyone in a company's control consciousness. According to ACCA, the control environment encompasses the entity's governance and management functions, as well as the attitudes, awareness, and actions of those charged with governance and management toward internal control and its value to the business (2014). In general, an organization's control environment does not guarantee a complete control system; additional factors must be considered. However, when it comes to the dangers of material misrepresentation, the environment is a critical factor to consider. The effectiveness of the overall control system will be affected if the control environment is inadequate. The management of an organization is in charge of determining the control environment. All other parts of internal control are built on this basis. The control environment is defined by integrity, management philosophy and style of operation, ethical standards, and staff competency. The direction of the board of directors, management's tactics for delegating authority and responsibility, and how a company develops its personnel are all part of the control environment. All stakeholders will notice if an organization's control environment is good. The status of the control environment reflects how seriously management views its internal control duties. The concept of control environment is widely used because it has a positive or negative impact on an organization's commitment to effective internal controls, accurate financial reporting, and honest and ethical behavior. When a company's integrity and ethical standards are enforced, the internal audit role becomes more vital, according to Sarens (2008). Similarly, accounting literature emphasizes the importance of ethical standards and integrity in maintaining a successful control system.
According to Khamis (2013), the internal control environment and a financial institution's financial performance have a positive relationship. As part of his research, Mawanda (2008) looked into the impact of internal control systems on financial performance in Ugandan institutions of higher learning. The study's purpose was to determine what factors contribute to poor financial performance in terms of internal controls. He also sought to see if there was a link between Uganda's higher education institutions' financial performance and internal control mechanisms. Internal controls were reviewed from the standpoint of the control environment, while accountability and reporting liquidity were looked at as financial performance indicators. The findings of the study revealed that internal controls and financial success are inextricably linked. As a result, internal controls have a direct impact on a company's financial success.
Internal control procedures put in place by member countries to carry out public-sector projects sponsored by the African Development Bank were investigated by Amudo and Inanga (2009). There were fourteen public-sector projects in the bank's portfolio that were investigated. According to the findings of the study, some components of successful internal control systems were missing in such initiatives. As a result, the control structures were ineffectual.
Ademola and Alade (2015) used the Nigeria National Petroleum Corporation as a case study to investigate the impact of internal control systems in the Nigerian public sector. The hypothesis was tested using both primary and secondary data sources, as well as Chi-square and Pearson's correlation coefficient. With 150 answers from the corporation's finance, administration, marketing, and purchasing divisions, the questionnaire generated measurements on segregation of duties, internal verification, physical control, and dues process variables. According to the findings, internal control plays a critical role in preventing fraud and anomalies. The influence of internal control activity on financial accountability and transparency in local government areas of Borno State, Nigeria, was researched by Abubakar et al. (2017). The research was conducted using a cross-sectional survey design. The study included 330 officials from the Treasury and Finance, Administration, and Audit Departments, as well as Local Government Council Members from five Borno State local government regions. The study's data was gathered through the use of a questionnaire instrument. Descriptive statistics, chi-square statistics, and regression analysis were used to analyze the data. Internal control activities in Borno state’s local government areas are ineffective, according to the results of chi-square statistics. Internal control activity has a negligible impact on financial accountability but a favorable impact on financial transparency in Borno State's local government districts, according to the regression results. The study concludes that the Borno state government, through the Ministry of Local Government Affairs, in collaboration with local government management, should revisit the policies and procedures of internal control activity through reforms in order to improve financial accountability and transparency. A managerial instrument for adequate accountability in the Nigerian customs agency was studied by Adewale (2014). The research identifies two primary groups of participants in the Nigerian Customs Service: administration and enforcement, with 100 officers responding to a validated questionnaire. The hypotheses were examined using Chi-square, and it was discovered that there was a substantial difference between internal control and proper responsibility. In addition, effective use of information technology is critical in the collection of customs charges. The study also finds that having a strong internal control system ensures a high level of revenue creation. These findings support recommendations such as providing appropriate motivation for officers to avoid financial fraud, providing information technology devices to all commands, and putting in place a qualified team of specialists to work out the logic of standard internal control.
The efficiency of internal control systems and financial accountability at the local government level in Nigeria is investigated by Aramide and Bashir (2015). The information was acquired through the distribution of 150 questionnaires, and the results were examined and tested using chi square statistics. The results of this study suggest that internal control systems have a favorable impact on financial accountability in Nigeria's local government area councils. According to the study, local government authorities should make a greater effort to guarantee that robust and highly effective internal controls systems are in place to improve financial accountability.
In their study of the effectiveness of internal control in the Nigerian public sector, Udeh and Eugene discovered and observed the implicit existence of effective internal control procedures to safeguard organizations' assets, but that adequate internal control personnel and training are required to improve their effectiveness. It is not enough to have a risk assessment system with risk management measures designed; these risk measures must also be applied and monitored through the risk management process in order to ensure public sector efficiency. Elizabeth and Diane conducted a global assessment based on IIA's global internal control survey on the nine elements required for effective internal control in the public sector and discovered that almost all Chief Audit Executives respondents (92 percent) agreed or strongly agreed that independence was a key factor for internal control activity to add value, and that in response to a question, almost all Chief Audit Executives respondents (92 percent) agreed or strongly agreed that independence was a key factor for internal control activity to add value. Africa had the largest percentage (31%), while the United States and Canada had the lowest (13 percent).
Internal control, according to Anthony (2014), is a process influenced by an organization's structure, work and authority flows, people, and management information systems, all of which are aimed at assisting the business in achieving specified goals or objectives. It is, in his opinion, a method for directing, monitoring, and measuring the organization's resources. He went on to say that conditions must be in place to ensure that procedures are carried out as intended, including the correct attitudes, honesty, and competence, as well as management supervision.
Internal control and fraud prevention in Nigerian corporate organizations were investigated by Ozigbo and Orife (2011) in certain selected enterprises in the Warri Metropolis. A survey was carried out. Internal control was revealed to have a substantial association with fraud prevention. As a result, he comes to the conclusion that internal control is a crucial precaution that guarantees absentee business owners that their funds are being used efficiently. It was suggested, among other things, that correct accounting records be kept at all times, and that job and fund authorization and approval limitations be established and disclosed to all interested parties.
[bookmark: _Toc85473962]2.3.2 Risk Assessment and Management of Funds 
The Committee of Sponsoring Businesses (COSO) created Enterprise Risk Management (ERM) to provide solutions to the risks that businesses confront. Setting goals and undertaking a risk assessment are both required, according to COSO (2011). You'll have reasonable assurance that you'll fulfill your objectives if you use an internal control system. Internal control systems should involve risk assessment from both internal and external sources. External risks arise as a result of events that are beyond the company's control. Some of these dangers are closely tied to the company's strategic decisions, and hence to the risk of strategy execution. Management usually overlooks external threats, and even when they are detected, they are not adequately analyzed. Risk management, on the other hand, should not have this as an objective. While external risks are impossible to predict and prevent, executives should be concerned about their company's ability to withstand them if they do occur. Managers may then consider how to deal with the impending danger, all of the risks detected should be assessed in terms of their possible impact on the business. Following that, management should develop appropriate risk management strategies and identify the control activities needed to mitigate identified risks. The internal control objectives will be met as a result. Accurate reporting, efficient and successful operations, and adherence to established regulations and procedures will all be used to demonstrate this.
Risk assessment and management effectiveness are important to a financial organization's existence and profitability (Khan and Ahmed, 2011). More importantly, good risk management enhances a company's ability to create higher shareholder returns (Akkizidis and Khandelwal, 2008; Al-Tamimi and Al-Mazrooei, 2007). Effective risk management helps to avert full-brown financial turmoil and crisis. According to a study by Odoyo, Omwono, and Okinyi (2014) on the function of internal audit while implementing the idea of risk management, Kenya Railways has had internal operational and financial challenges despite operating in a profitable transport sector. Ewa and Udoayang (2012) looked into the effect of internal control design on banks' ability to investigate and detect fraud in Nigeria. The study's findings revealed that the architecture of internal controls had an impact on bank employees' perceptions of fraud. As a result, strong internal control systems dissuade bank employees from committing fraud, but inadequate internal controls put employees at danger of fraud. Kakucha (2009) looked into the internal controls of a number of Nairobi-based companies. Between September 2007 and June 2009, the survey was conducted on a sample of 30 firms. During the study, internal control issues were uncovered, and they vary from one organization to the next. The primary aspects that the researcher noted were missing in most of the businesses studied were risk assessment and a lack of information flow.
[bookmark: _Toc85473963]2.3.3 Control Activities and Management of Funds 
Control activities are the guidelines and rules provided by an organization's management to ensure orderly operations (Whittington and Pany, 2011). Performance appraisal, analysis of actual expenditures against budgets, and past and expected performance are among the control activities; information processing is concerned with verifying the accuracy, completeness, and authorization of transactions; and physical controls are concerned with securing records and assets, as well as segregation of duties to avoid incessant fraud.
Barra (2010) looked into how internal controls and fines might help avoid fraud. The participants in the study included both managers and non-managers. The presence of control activities, as well as the division of duties, increased the cost of fraud, according to the study's findings. As a result, in order for an employee to commit fraud, the benefit of doing so must outweigh the cost. Furthermore, the study discovered that the most cost-effective fraud deterrent for non-managerial personnel is segregation of duties. On the other hand, maximum fines are the most cost-effective fraud deterrents for managers. The effectiveness of preventative control activities such as segregation of duties, according to the study's findings, is contingent on the detective controls in place.
The government also uses the Integrated Financial Management Information System (IFMIS) to keep track of financial transactions (IFMIS). By boosting openness and accountability, IFMIS is a computerized system that improves planning, expenditure control, and financial reporting efficiency when managing public finances (The National Treasury, 2017; USAID, 2008). According to the National Treasury (2017), IFMIS has several components, including plan to budget, procure to pay, revenue to cash, record to report, ICT to assist, and communicate to change.
Coe and Ellis (2001) looked at 127 cases of public officials in North Carolina who were charged with fraud. The study's goal was to determine the impact of internal control failure in government-run organizations (Coe & Ellis, 2001). According to the data, city or county losses were more likely to occur in departments that handled cash (Coe & Ellis, 2001). The most typical reasons for losses, according to Coe and Ellis, were a failure to divide duties and the usage of pre-numbered documents. Sardino (2007), as well as O'Connor, Vera, and Chan (2007), determined that the fit of a firm's operating strategy with the management control system in place is directly related to its operating performance. O'Connor et al. gathered information from three different sources: a sample list of companies, a financial and market database, and a comprehensive poll of Chinese-listed company executives. The CEOs of the companies were contacted by phone and requested to participate in the research (O'Connor, et al, 2007). After then, the survey instrument was mailed to 659 businesses, with a response rate of 27.8%. Internal control, according to O'Connor et al., does not work in isolation, but is more effective when it collaborates with the firm's operating performance and strategy (Sardino, 2007). Using a for-profit internal control questionnaire, Kistler (2008) investigated the degree of and reasons for the lack of internal controls within Protestant worship centers congregations. When compared to the norms of for-profit organizations, Kistler decided that the Protestant churches' levels of internal control were deemed insufficient. The findings had the inference that the Protestant churches' financial holdings were vulnerable to fraud and misuse (Kistler, 2008). Internal control, according to Campbell, and Adams (2006), sets the tone for the organization's operational functions. This key component includes ethical values, leadership, resource allocation, staff competence at all levels, the dynamics of authority and responsibility within the organization, and management philosophy. There are tradeoffs for proper internal controls, according to Jensen (1993). Jensen went on to say that some control systems are intrinsically better at reducing management waste and protecting a company's resources than others. Internal control systems, on the other hand, have historically failed to respond rapidly enough to protect resources, according to Jensen.

[bookmark: _Toc85473964]Table 2.1 Summary of empirical review
	S\N
	Author
	Study
	Findings
	Gap

	1
	Amudo and Inanga, 2009
	Evaluation of Internal Control Systems: A Case Study from Uganda.
	Internal control in the public sector is defined by pre- and post-audit obligations.
	According to the findings of the study, some components of successful internal control systems were missing in such initiatives. As a result, the control structures were ineffectual.


	2
	Abubakar, A.A., Dibal, N.A., Peter, A. and Pwagusadi, J. (2017)
	Effect of Internal Control Activity on Financial Accountability and Transparency in Local Government Area of Borno State, Nigeria.
	The study concludes that the Borno state government, through the Ministry of Local Government Affairs, in collaboration with local government management, should revisit the policies and procedures of internal control activity through reforms in order to improve financial accountability and transparency.
	The research was conducted using a cross-sectional survey design. The study included 330 officials from the Treasury and Finance, Administration, and Audit Departments, as well as Local Government Council Members from five Borno State local government regions. The study's data was gathered through the use of a questionnaire instrument. Descriptive statistics, chi-square statistics, and regression analysis were used to analyze the data. Internal control activities in Borno state’s local government areas are ineffective, according to the results of chi-square statistics. Internal control activity has a negligible impact on financial accountability but a favorable impact on financial transparency in Borno State's local government districts, according to the regression results.

	3
	Adewale (2014)
	Internal control system: a managerial tool for financial accountability: A case study of Nigeria customs service
	The study finds that having a strong internal control system ensures a high level of revenue creation. These findings support recommendations such as providing appropriate motivation for officers to avoid financial fraud, providing information technology devices to all commands, and putting in place a qualified team of specialists to work out the logic of standard internal control.
	The research identifies two primary groups of participants in the Nigerian Customs Service: administration and enforcement, with 100 officers responding to a validated questionnaire.

	4
	Coe and Ellis (2001)
	Internal controls in state, local & non-profit agencies.
	The most typical reasons for losses, according to Coe and Ellis, were a failure to divide duties and the usage of pre-numbered documents.
	They looked at 127 cases of public officials in North Carolina who were charged with fraud. The study's goal was to determine the impact of internal control failure in government-run organizations 

	5
	Barra (2010)
	Impact of internal control and penalties of fraud
	The presence of control activities, as well as the division of duties, increased the cost of fraud, according to the study's findings. As a result, in order for an employee to commit fraud, the benefit of doing so must outweigh the cost. Furthermore, the study discovered that the most cost-effective fraud deterrent for non-managerial personnel is segregation of duties. On the other hand, maximum fines are the most cost-effective fraud deterrents for managers. The effectiveness of preventative control activities such as segregation of duties, according to the study's findings, is contingent on the detective controls in place.

	He looked into how internal controls and fines might help avoid fraud. The participants in the study included both managers and non-managers.

	6
	Pock, 2012
	Contingency theory
	Indicates that properly adapting control systems to the contingency features of an organization leads to effective internal control systems and improved organizational performance.
	

	7
	Ademola and Alade (2015)
	Effect of internal control system in Nigeria public sectors: a case study of Nigeria national petroleum corporation.
	According to the findings, internal control plays a critical role in preventing fraud and anomalies.
	The Nigeria National Petroleum Corporation was used as a case study to investigate the impact of internal control systems in the Nigerian public sector.

	8
	Aramide and Bashir (2015).
	The effectiveness of internal control system and financial accountability at local government level in Nigeria.
	The results of this study suggest that internal control systems have a favorable impact on financial accountability in Nigeria's local government area councils.
	local government authorities should make a greater effort to guarantee that a robust and highly effective internal controls system  in place to improve financial accountability.

	9
	Taiwo (2013)
	Internal control function
	The research found that ICF has a considerable and beneficial impact on the quality of service delivery and resource management in public organizations.

	internal control system in public organizations was not completely independent, and professional competence was limited due to a lack of funds to effectively carry out its duties.

	10
	Ozigbo and Orife (2011)
	Internal control and fraud prevention in Nigerian business organizations: A survey of some selected companies in warri metropolis.
	As a result, he comes to the conclusion that internal control is a crucial precaution that guarantees absentee business owners that their funds are being used efficiently.
	In certain selected enterprises in the Warri Metropolis. A survey was carried out. Internal control was revealed to have a substantial association with fraud prevention.

	11
	Holland, 2012
	Fund management theory
	Defines the financial management strategies used by many firms, as well as the management decisions made by these organizations.
	Managers must get specialized information in this area in order to make decisions that are helpful to their businesses.

	12
	COSO (2011)
	Risk management
	You'll have reasonable assurance that you'll fulfill your objectives if you use an internal control system. Internal control systems should involve risk assessment from both internal and external sources.
	External risks arise as a result of events that are impossible to predict and prevent by the company's control. Some of these dangers are closely tied to the company's strategic decisions, and hence to the risk of strategy execution.

	13
	Ewa and Udoayang (2012)
	Risk management
	The study's findings revealed that the architecture of internal controls had an impact on bank employees' perceptions of fraud.
	Strong internal control systems dissuade bank employees from committing fraud, but inadequate internal controls put employees at danger of fraud.

	15
	Jensen (1993)
	Control activities
	some control systems are intrinsically better at reducing management waste and protecting a company's resources than others.
	Internal control systems, on the other hand, have historically failed to respond rapidly enough to protect resources, according to Jensen.




	             
[bookmark: _Toc85473965]CHAPTER THREE
[bookmark: _Toc85473966]METHODOLOGY
[bookmark: _Toc85473967]3.1 Research Design
The research was carried out utilizing exploratory research design. To identify underlying principles, an explanatory study is utilized to investigate causation. Survey questionnaire method was explored to obtain information from respondents on the relationship between internal control and fund management. 
[bookmark: _Toc85473968]3.2. Population of the Study
“A population is made up of all conceivable elements, subjects or observations relating to a particular phenomenon of interest to the researcher while a sample is precisely a part of the population”. (Asika 2008).It is expedient to know the nature of the population so as to aid the choice of sampling technique. In this study, population is made up of all individuals who can give reliable information as far as the topic of this research work is concerned. Due to the technical nature of the topic of study coupled with the need to ensure that the responses obtained are representative and reliable enough, the population of this study has been limited to civil servants in Lagos state government who have direct relationship with government internal control system. 
Because most employees are directly or indirectly involved in decision making and controls, the research population is made up of Lagos state public service personnel. Because they are the guardians of internal control, the study primarily selected top and middle management members as the sample. The research includes interviewees using purposive sampling approaches, with the possibility of replacing individuals who refused to answer to the research request. Structured surveys and interviews were used to collect primary data. In addition, the researcher employed a mix of formal surveys and interviews. 

[bookmark: _Toc85473969]3.3 Method of Data Collection
The questionnaire was the primary data collection tool employed. Primary data was employed in the investigation. The basic data was collected using the drop and pick approach. The organized questions were utilized to save time and money, as well as to make analysis easier because they were ready to use right away. Structured questionnaires were used to collect primary data. The questionnaire used a five-point Likert scale to ask open-ended and closed-ended items. Both statistical and narrative methodologies were used to analyze the data. The influence of internal controls on fund management was evaluated using correlation. The qualitative results of the survey were also explained using narrative analysis. Before evaluating the data, the research was evaluated using the proper statistical data analysis tools, such as descriptive, inferential, and test statistics. For completeness and uniformity, the raw data was cleaned and modified. It was then structured in a methodical manner to ensure that it accurately represented the target demographic and to permit objective analysis. The responses were also checked for correctness and accuracy before being assigned numerical values that represented the many aspects that were being measured. 


[bookmark: _Toc85473970]3.4 Model Specification
The following linear regression model was used to analyze the data: 
FMT = β0 +β1 CET + β2 RAS + β3 CAS + ε........................... (1) 
Where: 
FMT is the fund management 
CET stands for Control Environment. The level of honesty, ethical principles, and competency of individuals tasked with developing, administering, and monitoring the controls were used to assess it. 
RAS stands for risk assessment, and it was meticulously measured by risk level in order to be accepted and maintained at predetermined levels. 
CAS stands for control activities that measure the amount of effective policies, procedures, and mechanisms in place to ensure that management instructions are carried out appropriately. 
β0 - Constant
β1 – β3 are regression coefficients.
ε is the model's error term.

[bookmark: _Toc85473971]3.5 Measurement of Variables
Self-developed questionnaire items derived from components of internal control COSO framework. The questionnaire items were validated by conducting a pilot study whereby 10 questionnaires were distributed to the lecturers of accounting department and also to the account and audit office of Mountain top university. Cronbach alpha was computed for each of the questionnaire items. Cronbach alpha values was obtained for the questionnaire items ranges between 0.805 to 0.913 which is an indication that all the items are valid since the Cronbach alpha values are greater than 0.7.
[bookmark: _Toc85473972]3.6 Method of Data Analysis
In this study, content analysis was used to examine the qualitative data from the open-ended questions. Then, tables and percentages were used to present the data collected. The results of this study were provided using descriptive statistics such as the mean score and standard deviation, as well as multiple regression analysis. SPSS Software, version 22 was utilized to run the statistical analysis.



[bookmark: _Toc85473973]CHAPTER FOUR
[bookmark: _Toc85473974]DATA PRESENTATION AND ANALYSIS
[bookmark: _Toc85473975]4.0 Preamble
This chapter covers data presentation and analysis. The information on questionnaire administration was presented first. The demographic distribution of the respondents was subsequently presented in percentages and was interpreted accordingly. Descriptive statistics was presented next. The findings on hypotheses of the study were subsequently presented which was followed by discussion of the findings in relation to the outcomes of related previous studies. 
[bookmark: _Toc85473976]4.1 Questionnaire Administration
Information about questionnaire administration was presented in Table 4.1. One hundred and fifty (150) copies of the questionnaire were administered on the respondents. Fourteen (14) copies representing 9.33% were not returned. Therefore, 136 copies, representing 90.67% were recovered. Phone calls, visits and repeated visits accounted for high questionnaire retrieval rate experienced in this study.   Sixteen (16) copies of the questionnaire accounting for 10.67% were not properly filled and were excluded from data analysis. Validation of the questionnaire through a pilot study can be traced to the low rate of unused copies of the questionnaire. Eventually, one hundred and twenty (120) copies of the questionnaire accounting for 80% of the total questionnaire administered were finally used for the analysis. 


[bookmark: _Toc85473977]Table 4.1: Questionnaire Administration
	Questionnaire
	Copies
	Percentage

	Administered
	150
	100.00

	Not returned
	14
	9.33

	Returned
	136
	90.67

	Not usable
	16
	10.67

	Used
	120
	80.00


Source: Research Survey (2021)
[bookmark: _Toc85473978]4.2 Demographic Distribution of Respondents
The relevant demographic characteristics of the respondents considered in this study are gender, age, academic qualification, experience and the position of the respondents in the organization. The data on these demographic variables are presented below.
[bookmark: _Toc85473979]4.2.1 Gender of the Respondents
Out of the one hundred and twenty (120) respondents, sixty (60) are male, which represents 50.0% while another sixty (60) respondents which also incidentally translates to 50.0% are female. This outcome shows that this study is perfectly gender balanced (Table 4.2).
	Table 4.2: Gender of the Respondents

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Male
	60
	50.0
	50.0
	50.0

	
	Female
	60
	50.0
	50.0
	100.0

	
	Total
	120
	100.0
	100.0
	


Source: Research Survey (2021)
[bookmark: _Toc85473980]4.2.2 Age of the Respondents
Table 4.3 presents the age distribution of the respondents. Thirty-six (36) young officers below 30 years accounting for 30.0% participated in the study. Forty-two (42) middle age officers in the age range 30-45 representing 35.0% also took part in the study. Another forty-two (42) matured officers who are above 45 years of age accounting for 35.0% also participated in the study. This outcome reveals that majority of the participants are matured enough to be objective in their responses.
	
Table 4.3: Age of the Respondents

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	< 30 years
	36
	30.0
	30.0
	30.0

	
	30-45 years
	42
	35.0
	35.0
	65.0

	
	>45 years
	42
	35.0
	35.0
	100.0

	
	Total
	120
	100.0
	100.0
	


Source: Research Survey (2021)
[bookmark: _Toc85473981]4.2.3 Academic Qualification of the Respondents
Table 4.4 reveals that out of the one hundred and twenty (120) respondents, twenty-four (24) have less than a first degree certificate, which represents 20.0%. Forty-eight (48) respondents which accounts for 40.0% have a first degree or an equivalent certificate in the relevant disciplines. Another forty-eight (48) respondents representing 40.0% have a postgraduate degree certificate in the relevant disciplines. This outcome suggests that the participants in this study have sufficient knowledge of the subject matter by the virtue of their academic qualifications.
	

Table 4.4: Academic Qualification of the Respondents

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	OND or Below
	24
	20.0
	20.0
	20.0

	
	HND/B.Sc.
	48
	40.0
	40.0
	60.0

	
	Postgraduate
	48
	40.0
	40.0
	100.0

	
	Total
	120
	100.0
	100.0
	

	
	
	
	
	
	


Source: Research Survey (2021)
[bookmark: _Toc85473982]4.2.4 Work Experience of the Respondents
Table 4.5 shows that out of the one hundred and twenty (120) respondents, twenty-four (24) have spent less than 5 years in the service of the Lagos State government, which represents 20.0%. Thirty-six (36) respondents which account for 30.0% have spent between 5 to 10 years in the service of the Lagos State government. Sixty (60) respondents representing 50.0% have spent 10 or more years in the service of the Lagos State government. This outcome suggests that the participants in this study have sufficient working experience in Lagos State public service.
	
Table 4.5: Work Experience of the Respondent

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	< 5 years
	24
	20.0
	20.0
	20.0

	
	5-10 years
	36
	30.0
	30.0
	50.0

	
	>10 years
	60
	50.0
	50.0
	100.0

	
	Total
	120
	100.0
	100.0
	

	
	
	
	
	
	


Source: Research Survey (2021)
[bookmark: _Toc85473983]4.2.5 Position of the Respondents in the Organisation
Table 4.6 shows that out of the one hundred and twenty (120) respondents, twenty-four (24) are junior staff, which represents 20.0%. Sixty (60) respondents which accounts for 50.0% are senior staff. Thirty-six (36) respondents representing 30.0% are members of the management staff. This outcome reveals that the majority of the participants are either senior staff or a member of the management which suggests that they are in the best capacity to provide responses to the issues raised in this study.
	

Table 4.6: Position of the Respondents in the Organisation

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	1.00
	24
	20.0
	20.0
	20.0

	
	2.00
	60
	50.0
	50.0
	70.0

	
	3.00
	36
	30.0
	30.0
	100.0

	
	Total
	120
	100.0
	100.0
	


Source: Research Survey (2021)

[bookmark: _Toc85473984]4.3 Descriptive Statistics
The descriptive statistics involves computation of means and standard deviations in respect of responses on internal control and fund management in Lagos State Public service (Table 4.7). This descriptive statistics was explored to answer the research questions. Table 4.7 shows that the respondents think that the quality of fund management in Lagos state public service is moderate (Mean = 2.9500, Min = 1.00, Max = 5.00, SD = 1.12160). This outcome suggests that there is a need for strengthening of internal control on fund management in Lagos state public service.
[bookmark: _Toc85473985]4.4 Research Questions
Three research questions were raised in this research work. Each of the research questions was answered with the mean score obtained in respect of the responses obtained on the variables relevant to the respective question (Table 4.7). 
[bookmark: _Toc85473986]4.4.1 Research Question One
Research question one reads “What effect does risk assessment have on fund management in the Lagos state public service?” Table 4.7 reveals that the respondents believe that moderate level of risk assessment exists in Lagos state public service (Mean = 3.4500, Min = 1.00, Max = 5.00, SD = 1.02777). This outcome suggests that risk assessment may have some effect on fund management in the Lagos state public service.
	Table 4.7: Descriptive Statistics

	
	N
	Minimum
	Maximum
	Mean
	Std. Deviation

	RAS
	120
	1.00
	5.00
	3.4500
	1.02777

	CET
	120
	2.00
	5.00
	3.5500
	.97748

	CAS
	120
	1.00
	5.00
	3.1500
	.96711

	FMT
	120
	1.00
	5.00
	2.9500
	1.12160

	Valid N (listwise)
	120
	
	
	
	


Source: Research Survey (2021)
[bookmark: _Toc85473987]4.4.2 Research Question Two
Research question two is “What is the relationship between the control environment and fund management in the Lagos state public service?” Table 4.7 shows that the respondents think that the level of control environment in Lagos state public service is moderate (Mean = 3.5500, Min = 1.00, Max = 5.00, SD = 0.97748). This outcome suggests that control environment may have some effect on fund management in the Lagos state public service.
[bookmark: _Toc85473988]4.4.3 Research Question Three
Research question three reads “What impact do control actions have on fund management in Lagos public service?” Table 4.7 reveals that the respondents agreed that the level of control activities in Lagos state public service is moderate (Mean = 3.1500, Min = 1.00, Max = 5.00, SD = 0.96711). This outcome suggests that control activities may have some effect on fund management in the Lagos state public service.
[bookmark: _Toc85473989]4.4 Test of Hypotheses
Three hypotheses were raised in this study. Multiple linear regression analysis was explored to test the three hypotheses. Table 4.8 contains the parameters summary of the model. It was observed that 17.4% of the variation in the quality of fund management can be explained by internal control (R2 = 0.174). This explanatory power is relatively low, and the outcome suggests that more variables outside internal control are responsible for the variation in the quality of fund management.
	Table 4.8: Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.417
	.174
	.152
	1.03258

	a. Predictors: (Constant), CAS, CET, RAS


Source: Research Survey (2021)
Table 4.9 reveals the model fitness test. The model is of good fitness since the F-Value is relatively high and significant (F = 8.134, p < 0.05, Sig. = 0.000).
	Table 4.9: ANOVA

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	26.018
	3
	8.673
	8.134
	.000

	
	Residual
	123.682
	116
	1.066
	
	

	
	Total
	149.700
	119
	
	
	

	a. Dependent Variable: FMT

	b. Predictors: (Constant), CAS, CET, RAS


Source: Research Survey (2021)
[bookmark: _Toc85473990]4.4.1 Hypothesis One
Hypothesis one states that “risk assessment has no significant effect on fund management in Lagos state public service.” Table 4.10 shows the regression coefficients. Risk assessment has a positive and significant standardized regression coefficient (Beta = 0.535, p < 0.05, t = 4.930, sig. = 0.000). This outcome signifies that as the risk assessment level increases, the quality of fund management increases. Therefore, the null hypothesis was rejected and the alternative hypothesis was accepted. Then, it can be concluded that risk assessment has a significant effect on fund management in Lagos state public service.
	Table 4.10: Regression Coefficients

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.
	Collinearity Statistics

	
	B
	Std. Error
	Beta
	
	
	Tolerance
	VIF

	1
	(Constant)
	3.450
	.414
	
	8.341
	.000
	
	

	
	RAS
	.584
	.118
	.535
	4.930
	.000
	.605
	1.653

	
	CET
	.331
	.118
	.342
	2.960
	.042
	.673
	1.485

	
	CAS
	.320
	.114
	.302
	2.934
	.046
	.739
	1.352

	a. Dependent Variable: FMT


Source: Research Survey (2021)
[bookmark: _Toc85473991]4.4.2 Hypothesis Two
Hypothesis two states that “there is no significant relationship between control environment and fund management in Lagos state public service.” Table 4.10 contains the regression coefficients. Control environment has a positive and significant standardized regression coefficient (Beta = 0.342, p < 0.05, t = 2.960, sig. = 0.042). This outcome suggests that as the degree of control environment rises, the quality of fund management rises. Therefore, the null hypothesis was rejected and the alternative hypothesis was accepted. Then, it can be concluded that control environment has a significant relationship with fund management in Lagos state public service.
[bookmark: _Toc85473992]4.4.2 Hypothesis Three
Hypothesis two states that “control activities have no significant impact on fund management in Lagos state public service.” Table 4.10 shows the regression coefficients. Control activities have a positive and significant standardized regression coefficient (Beta = 0.302, p < 0.05, t = 2.934, sig. = 0.046). This outcome signifies that as control activities level increases, the quality of fund management increases. Therefore, the null hypothesis was rejected and the alternative hypothesis was accepted. Then, it can be concluded that control activities have a significant impact on fund management in Lagos state public service.
[bookmark: _Toc85473993]Discussion
This study established that risk assessment has a significant effect on fund management in Lagos state public service. This outcome was supported by the study of Khamis (2013) which advanced that the internal control environment and a financial institution's financial performance have a positive relationship. Further support for this outcome came from the study of Mawanda (2008) which revealed that internal controls and financial success are inextricably linked. Also, the study of Ademola and Alade (2015) gave further support. Contrarily, the study of Abubakar et al. (2017) which posited that internal control activity has a negligible impact on financial accountability in Borno State's local government districts, did not support this outcome.
It was also observed that control environment has a significant relationship with fund management in Lagos state public service. Support for this outcome was obtained from the study of Ewa and Udoayang (2012) whose findings revealed that the architecture of internal controls had an impact on bank employees' perceptions of fraud and that strong internal control systems dissuade bank employees from committing fraud, but inadequate internal controls put employees at danger of committing fraud. Further support was derived from the study of Kakucha (2009) which posited that lack of risk assessment increases the chance of fraud occurring in organizations.
Further observation from this study reveals that control activities have a significant impact on fund management in Lagos state public service. This outcome was supported by the study of Barra (2010) which observed that the effectiveness of preventative control activities such as segregation of duty is contingent on the detective controls in place. Further support was derived from Kistler (2008) which advanced that non-governmental organization’s financial holdings were vulnerable to fraud and misuse because of lack of control activities. 







[bookmark: _Toc85473994]CHAPTER FIVE
[bookmark: _Toc85473995]CONCLUSION AND RECOMMENDATIONS
[bookmark: _Toc85473996]5.0 Preamble
This chapter contains the summary of the work done, conclusion, recommendations and suggestion for further studies. The hypotheses stated for the study guided the arrangement of the summary of findings. This is followed by conclusions that were drawn from the findings. Recommendations and area for further studies constitute the last part of this chapter.
[bookmark: _Toc81726825][bookmark: _Toc81726994][bookmark: _Toc81783084][bookmark: _Toc81784136][bookmark: _Toc81784321][bookmark: _Toc85473997]5.1 Summary of the Work Done
This study focused on the effect of internal control on fund management in Lagos State public service. The in-depth study involved conceptual, theoretical, and empirical reviews. The questionnaire was the primary data collection tool employed. Primary data was employed in the investigation. The basic data was collected using the drop and pick approach. The organized questions were utilized to save time and money, as well as to make analysis easier because they were ready to use right away. Structured questionnaires were used to collect primary data. In this study, content analysis was used to examine the qualitative data from the open-ended questions. Then, tables and percentages were used to present the data collected. The results of this study were provided using descriptive statistics such as the mean score and standard deviation, as well as multiple regression analysis. SPSS Software, version 22 was utilized to run the statistical analysis.
Evidence has been provided by this study on how the independent variables (risk assessment, control environment and control activities) affect the dependent variable (fund management). The main findings of this study can be summarized as follows:
1. This study established that risk assessment has a significant effect on fund management in Lagos state public service.
2. It was also observed that control environment has a significant relationship with fund management in Lagos state public service.
3. Further observation from this study reveals that control activities have a significant impact on fund management in Lagos state public service
[bookmark: _Toc85473998]5.2 Conclusion
The effect of internal control on fund management in Lagos State public service was investigated in this study. Three components of COSO internal control framework were investigated in this study. First, this study established that risk assessment has a significant effect on fund management in Lagos state public service. It was also observed that control environment has a significant relationship with fund management in Lagos state public service. Further observation from this study reveals that control activities have a significant impact on fund management in Lagos state public service. Therefore it can be concluded that internal control has significant effects on fund management in Lagos State public service.
[bookmark: _Toc81726826][bookmark: _Toc81726995][bookmark: _Toc81783085][bookmark: _Toc81784137][bookmark: _Toc81784322][bookmark: _Toc85473999]5.3 Recommendations
Based on the empirical findings it was discovered that all the three components of COSO internal control framework investigated in this study have significant positive effects on fund management in Lagos State public service. Therefore, the following recommendations are made in order to enhance the quality of fund management in Lagos State public service:
1. Adequate risk assessment procedures should be put in place by the management for effective fund management in Lagos state public service.
2. High quality control environment should also be of priority for the management of public funds in Lagos state public service.
3. Premium should also be put on control activities the management in charge of public funds in Lagos state public service
[bookmark: _Toc81726827][bookmark: _Toc81726996][bookmark: _Toc81783086][bookmark: _Toc81784138][bookmark: _Toc81784323][bookmark: _Toc85474000]5.4 Suggestion for Further Studies
This study examined only the first three components of COSO internal control framework, the remaining two components of COSO internal control framework may be subject of further study. Internal audit and internal checks may also be variables of interest in future studies. Further studies may be carried out by investigating the effect of external controls such as regulatory and legislative controls on fund management in the public sector. 
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QUESTIONNAIRE
Section A: Demographic Characteristics
 Instruction: Please tick (√) the correct answers from the options provided below.
 1. Gender: Male ( ) Female ( ) 
2. Age: (a) Below 30years ( ) (b) 30-40years ( ) (c) 45years and above ( )
3. How long have you been working for Lagos state public service: (a) 1- 5 years ( ), (b) 6 - 10 years ( ), (c) 11 and above
4. Educational Qualifications: (a) OND & below ( ), (b) HND/B.Sc. ( ), (c) MBA/M.sc& Ph.D.( )
5. Status/Position: (a) Junior management ( ), (b) Middle management ( ), (c) Senior management ( ) 
Section B: Risk Assessment
6. To what extent do you agree that your organization has put in place the following element of risk assessment?
Where: Very high- (5), High- (4), Average- (3) Low- (2), Very low- (1)
	S/N
	ITEMS
	Very High                                                                                      Very Low

	
	
	5
	4
	3
	2
	1

	6a
	Relevant objectives.
	
	
	
	
	

	6b
	 Fraud risk
	
	
	
	
	

	6c
	Risk Identification & Analysis.
	
	
	
	
	

	6d
	Identification and analysis of significant change 
	
	
	
	
	



Section C: Control Environment
 7.  To what extent do you think that the following components of control environment are in place in your organization?
	S/N
	ITEMS
	Very High                                                                                Very low 

	
	
	5
	4
	3
	2
	1

	7a
	Commitment to integrity and ethical values.
	
	
	
	
	

	7b
	Commitment to quality service rendition. 
	
	
	
	
	

	7c
	Accountability.
	
	
	
	
	

	7d
	Transparency 
	
	
	
	
	




Section D: Control Activities
8. To what extent do you believe that the following control activities are in place in your organization?
	S/N
	ITEMS
	Very High                                                                                      Very Low

	
	
	5
	4
	3
	2
	1

	8a
	Following policies and procedures.
	
	
	
	
	

	8b
	Improving security application and network.
	
	
	
	
	

	8c
	Use of consultancy servicces.
	
	
	
	
	

	8d
	Planning          Programme continuity/backups.
	
	
	
	
	



Section E: Fund Management
9. To what extent do you agree that internal control in your 	organization is influencing the following fund management practices?
	S/N
	ITEMS
	Very High                                                                                      Very Low

	
	
	5
	4
	3
	2
	1

	9a
	Accurate financial reporting. 
	
	
	
	
	

	9b
	Prudent use of finances.
	
	
	
	
	

	9c
	Accountability and Transparency. 
	
	
	
	
	

	9d
	Safety of physical assets. 
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