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SACCO

Internal Control

Performance

OPERATIONAL DEFINITIONS
: A voluntary member-based financial institution where members
regularly pool their savings to accumulate capital, and obtain credit and
other financial services.

: Policies and procedures implemented by an institution to promote

the integrity of financial and accounting information, promote

accountability, prevent fraud and facilitate achievement of set objectives.

: A practice where an institution uses people and resources to accomplish

tasks at minimal costs compared to competitors.
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ABSTRACT
Internal control measures are important in promoting SACCO functionality and employee
performance. However, several reports have shown that SACCOs in West Nile have poor
employee performance characterized by poor task performance and counterproductive behavior
such as fraud, theft leading to loss of member’s savings and SACCO closure. This study was
conducted to examine internal control effectiveness and employee performance of savings and

credit cooperatives in Adjumani and Moyo Districts.

The study sought to assess 5 major research questions; seeking to establish the relationships
between control environment, risk assessment and management, control environment,

information and communication, monitoring and review and employee performance.

The study used a cross-sectional descriptive study design employing quantitative methods of data
collection where 82 SACCO staff was selected through convenience and purposive sampling
procedures. Data was collected using a pretested self-administered questionnaire, entered into
Statistical Package for Social Scientists (SPSS) from where it was analyzed using descriptive

statistics.

Study findings showed positive significant relationships between internal control measures and
employee performance. There were positive relationships between control environment, risk
management, control activities, information and communication, monitoring and review and
employee performance. There is a need for the administration of SACCOs in Adjumani and
Moyo districts to improve internal control measures as a means of promoting employee

performance and improving safety of members’ savings.
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CHAPTER ONE

INTRODUCTION
1.0 Introduction

This study sought to assess the Internal Control measures and Employee performance in Savings
and Credit Cooperatives (SACCOs) in Adjumani and Moyo Districts. This chapter comprises
various sections which include; the background of the study, the statement of the problem,
objectives, research questions, scope, significance and conceptual framework.

1.1  Background of the study

Savings and Credit Cooperatives Organizations (SACCOs) are member-based Microfinance
institutions (MFIs) whose major objective is to promote savings among members thereby
creating and accumulating capital. This capital is then lent out to members at fair and reasonable
interest rates for different purposes (Anania & Gikuri, 2015; Ndiege et al., 2016). SACCOs play
an integral role in many low-income countries to increase access to credit among people who
find difficulties accessing financial services from banks due to lack of collateral, high transaction

costs, and interest rates (Marwa & Aziakpono, 2015; Ndiege et al., 2016).

Kiaritha (2016) posits that SACCOs are instrumental in the development of the economic
development of countries; mobilizing money assets from low-income earners and improving
access to credit. SACCOs have also evolved to provide agricultural facilities, investment options,
and housing solutions to communities thus improving the socio-economic development of the
communities they serve (Yogesh, 2021). Although SACCOs play a crucial role in the socio-
economic development of the poor, they can only achieve this through sustainable financial

performance. SACCOs often face several challenges such as loss of integrity among clients,



fraud, and financial distress, which limit their growth and ability to meet their financial

obligations putting them at risk of bankruptcy (Kariuki, 2017).

Although evidence shows that several factors affect the survival, performance and sustainability
of financial institutions, employee performance is one of the key foundations for sustainable
performance of SACCOs (Carpin, Parker and Griffin, 2017). Employee performance is the life
blood of SACCOs and is one of the most valuable assets of the institution which can make or

break its reputation, profitability and sustainability (Sendawula, Kimuli&Muganga, 2018).

Campbell, McCloy, Oppler and Sager, (1993) defined employee performance as the individual
behaviour of individuals (based on activities they do and can be observed), that generates value
for the organization, and contributes towards the realization of organizational goals (Campbell
&Wiernik, 2015). It can also be explained as the extent to which an employ fulfills the duties of
their roles, performing tasks and duties that contributes towards achievement of organizational

goals (Afzali, Arash-Motahari, &Hatami-Shirkouhi, 2014; Adedeji&Olubodun, 2018).

Employee performance can be expressed as a combination of efficiency and effectiveness of the
employees’ daily work that meet the job expectations (Bataineh, 2017). Therefore, SACCOs
must define parameters of performance for their own continued profitability and survival
(Aboazoum, Nimram, &Musadieq, 2015). An effective performance management strategy
includes defining expectations, motivating, measuring and developing performance aligned to
the SACCO goals and objectives (Paulsen, 2022). Managing performance is a planned process
with specific agreements, measurements, support, feedback, positive and negative reinforcement

(Islami, Mulolli& Mustafa, 2018). Financial organizations such as SACCOs must attract,



acquire, utilize and retain competent employees in order to have a competitive advantage over

others.

The performance of individuals in institutions is fundamentally dependent on organizational
activities, policies, culture, practices, knowledge among other factors (Anitha, 2013). To that
end, the performance of employees in SACCOs largely depends on their control environment. In
such financial institutions, performance is guided by clearly defined policies and procedures, line
of authority and responsibility, frequent supervision, control and monitoring among others
(Adedeji & Olubodun, 2018).1t is also directly related to established goals and objectives and
may be based on set targets for productivity, sales and costs (Noe, Hellenbeck, Gerhart et al.,
2011). Good internal control systems are therefore vital to establish an environment for good

SACCO performance, functioning, monitoring, profitability and sustainability (Gathigia, 2016).

Internal controls are mechanisms, policies, and procedures set up by management to safeguard
the assets of a business and ensure proper and reliable financial reporting (Oduor et al., 2021).
They can also be seen as a group of policies and procedure that are embedded in organizations to
control their activities and ensure that it follows set objectives set by the management and board
(Yousef, 2017). They can also be known as systems and controls that prevent financial risks such
as fraud, and improve internal efficiency and effectiveness including timely presentation of
reliable financial information (Mire &Mukhongo, 2016). As such, SACCOs need to institute
these controls through their boards to establish internal audit committees to monitor financial

reporting and performance, assess business risks, provide support and ensure profitability.

An effective internal control system helps a SACCO to promote orderly, economical, efficient,

and effective operations. It seeks to safeguard the resources and maintain reliable financial and



management data. It enables compliance with laws and regulations and helps in mitigating the

risk of unexpected losses or damage to the institution and its reputation (Mendoza, 2020).

Internal control systems are made up of five interrelated components which include; control
environment, risk assessment, control activities, information and communication, and system
monitoring. Even though SACCOs might apply these components informally as compared to
larger financial institutions, they need to be applied effectively (Oyoo, 2014). To make this
possible, SACCOs need to have a good control environment where the overall attitude,
awareness, and practices of directors and management of the SACCO are good. This is because
the control environment sets the tone for influencing practices of directors and managers towards
adhering to set internal control policies and procedures, Committee for Sponsoring Organizations
(COSO, 2013). The control environment is important in safeguarding the SACCO from fraud by

its employees and establishing the foundation for performance (Magu & Kibati, 2016).

Veronica, Sunardi and Adjeng (2020) posit that internal controls affect how leaders and
employees operate to ensure the achievement of SACCO goals. Several studies have found a
positive relationship between internal control systems and the employee performance (Adedeji &
Olubodun, 2018; Mutnuru, 2016). Internal control systems have also been linked to positive job
security, reduced fraud and embezzlement, and increased employee productivity (Almakhadmeh,
2014). It is also associated with employee job satisfaction (Osei-Boakye, 2016) and overall

SACCO performance (Nguta, 2019).

However, despite the above positive outcomes due to internal controls, many SACCOs continue

experience poor employee performance associated with poor control environment, characterized



by fraud and embezzlement (Sama&Niba, 2016) which can be attributed to a weak internal

control (Oyoo, 2014).

In the past two years, the performance of SACCOs by the COVID-19 pandemic. Globally, the
COVID-19 crisis has negatively affected Micro-Finance Institutions (MFIs) due to lockdowns
and other restrictions that have contributed to business failures, unemployment, low household
incomes, and reduced revenues. Pandemic restrictions have also exposed financial institutions to
a higher risk of loan defaulting among clients, poor member enrollment, and capital
accumulation which have led to liquidity issues, fraud, and misappropriation of resources (Gould
&Leka, 2020; McClain, 2020). This has caused many financial institutions to implement
pandemics or some other emergency procedures, including working with reduced staff and

relying on remote access (Heidemann, 2020).

In Uganda, Savings and Credit Cooperatives (SACCOs) as financial intermediaries, channel
savings into loans, and provide saving opportunities to customers in both rural and urban areas.
However, Nnyanja (2017) mentioned that SACCOs in Uganda need improvements to make their
services more efficient and sustainable. Across all regions,46% of the SACCOs are located in the
central region, followed by western (24%), eastern (21%), and northern (9%) (Ahimbisibwe,
2012).

1.2 Problem Statement

Internal control is an essential corporate governance mechanism of the firm in controlling
effectiveness as well as influencing the reliability of financial reporting both internally and
externally (Skaifeet al., 2013). Consequently, for SACCOs to function and perform, they need
good employee performance and an established positive internal environment (Yakubuet

al.,2017).



However, a report by the Bank of Uganda (2012) reported that many SACCOs in Uganda have
poor employee performance characterized by poor task performance contributing to poor
financial management, counterproductive behaviour such as abuse of office leading to loss of
member’s savings, fraud and theft orchestrated by SACCO employees. Additionally, a report by
Project for Financial Inclusion in Rural Areas (PROFIRA, 2021) revealed that 68.8% of all
registered SACCOs in Uganda are struggling financially while 14.1% have collapsed majorly
due to employee performance issues, fraud and embezzlement of members’ funds. This implies
that many SACCOs have poor control environments and internal control systems which are
negatively affecting employee performance and leading to high risk of financial impropriety. In
the West Nile districts of Adjumani and Moyo, SACCOs have experienced significant failures
and crises over the years in which internal control weakness is among the reasons for this failure
(Umar&Dikko, 2019).In addition, a report by World Vision (2019) in West Nile districts of
Moyo and Adjumani found that many SACCOs were experiencing employee performance
issues; inadequate supervision leading to loss of member’s savings and fraud. This was worsened
by the COVID-19 pandemic where mobility restrictions and lack of physical contact among
employees contributed to over 70% decline in savings, poor management of members’ funds
which is affecting cash flow and liquidity. As such, the performance of SACCOs has been
greatly constrained. It is against this background that the researcher picked an interest to examine
internal control effectiveness and employee performance of savings and credit cooperatives in
Adjumani and MoyoDistricts.

1.3 Purpose of the Study

The study examined the relationship between internal control and employee performance of

Savings and Credit Cooperatives (SACCOs) in Adjumani and Moyo districts.



1.4 Research Objectives

1.

To examine the relationship between the control environment and employee performance
in SACCOs in Adjumani and Moyo Districts.

To examine the relationship between risk management and employee performance in
SACCOs in Adjumani and Moyo Districts.

To assess the relationship between control activities and employee performance in
SACCOs in Adjumani and Moyo Districts.

To examine the relationship between information and communication and employee
performance in SACCOs in Adjumani and Moyo Districts.

To establish the relationship between monitoring and review and employee performance

in SACCOs in Adjumani and Moyo Districts.

1.5 Research Questions

1.

Does the control environment relate to the employee performance in SACCOs in
Adjumani and Moyo Districts?

What is the relationship between risk assessment and employee performance in SACCOs
in Adjumani and Moyo Districts?

What is the relationship between control activities and the employee performance in
SACCOs in Adjumani and Moyo Districts?

Does information and communication affect the employee performance in SACCOs in
Adjumani and Moyo Districts?

Does monitoring and review relate to employee performance in SACCOs in Adjumani

and Moyo Districts?



1.6 Scope of the Study

1.6.1 Content scope

The study examined the relationship between internal control and employee performance. The
study will specifically explore the effect of internal control attributes on employee performance.
Internal control effectiveness attributes will be the independent variables while employee
performance will be the dependent variable.

1.6.2 Geographical Scope

The study included SACCOs in Adjumani and Moyo Districts.

1.6.3 Time Scope

The study covered employee performance in SACCOs in the past six months

1.7 Significance of the study

The study findings are hoped to contribute to the existing body of knowledge on internal control
systems and employee performance in SACCOs and will provide grey areas for future
investigations. It will also help policymakers and supervisors at different levels including the
district level to develop policies aimed at strengthening SACCO supervision and regulation.
Additionally, the study will help managers and directors of SACCOs to develop and implement

internal control systems for better employee performance and overall SACCO profitability.



1.8  Conceptual framework.
Considering that internal control and employee performance as independent and dependent
variables respectively, the study utilized a conceptual framework developed by Cerini (2016) as

illustrated below;
Figure 1: Conceptual Framework

Independent Variable Dependent Variable

Internal Control Measures Employee Performance

Control Environment

Employee Performance

e Task Performance

e Contextual
Performance

e Counterproductive
work behaviour

Risk Assessment

Control Activities

Information &
Communication

Monitoring & Review

Source:Cerini (2016)

Committee for Sponsoring Organizations (COSO 2013), Borman and Motowidlo
(1993),(Spector and Fox ,2005)

The independent variable includes; control environment, risk assessment, control activities,
information and communication, and monitoring. On the other hand, the dependent variable

included task performance, contextual performance and counterproductive work behaviour.



When SACCO directors and management undertake internal control measures such as establish a
good internal environment, adequate risk assessment and mitigation, establish control activities,
information and communication and review the internal control system, the performance of
SACCO staff in terms of their ability to complete assigned tasks, quality of work, risk of
employee fraud and loss due to loan assessment and management, are reduced. Similarly, if the
SACCO management and directors do not ensure internal controls are in place, the employee
performance will be negatively affected. There will be delayed and poor provision of services by

employees, increased risk of fraud by employees, losses due to bad debts, among others.
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CHAPTER TWO

LITERATURE REVIEW
2.0 Introduction
This chapter presented a review of literature on the relationship between internal control and
employee performance of Savings and Credit Cooperatives (SACCOs). The information is a
combination of extracts, paraphrased statements from text books, journals, magazines, and print
media among others. The literature was reviewed according to study objectives spelt out in
chapter one. The review of related literature is organized according to the study objectives and
summary of the review highlighting the gaps in the existing body of knowledge.
2.1  Theoretical Review
The study considered theories that link these SACCOS to employee performance to their internal
systems and the theories are the reliability, contingency and the Agency theory.
Reliability theory: The proponent of the reliability theory is John von Neumann in 1944. The
chance of a system performing its anticipated role within a stipulated time interval is described
by reliability theory (Gavrilov&Gavrilova, 2001). Internal control systems, according to the
theory, are primarily designed to analyze and control risks. The idea goes on to say that lack of
internal control leads to more substantive work and thus higher costs (Kinney, 2000). The
determination of any internal control system's "weakness," according to Gavrilov and Gavrilova
(2001), is essentially judgmental. One out of many key advantages of the reliability theory,
according to Messier Jr. and Austen (2000), is its tight relationship to the demands of an
organization in terms of comprehending the internal control. This theory is relevant to this study,
especially in terms of the risk assessment variable, because it is founded on the idea that a system

that has been established should be able to perform as predicted.

11



Contingency theory

Reid and Smith (2000) first put the theory forward, from the sociological functionalist theories of
organization structure. Later the theory was advanced by Chenhall (2003) and Wood (2009) to
be used to study the bahaviour of organizations when implementing internal control system in
order to maximize profits. The theory is applicable to in this study to help analyze the financial
performance of employees as it explains how contingency factors like culture, technology,
policies and external environment (control environment) influence financial performance
(Magara, 2013). The underlying assumption is that the contingency theory cannot be applied to
all organizations equally but the organization effectiveness in implementation of the theory
depends on the fitness of technology type, volatility of the environment, organization structure
and its communication and information system to its financial performance. The theory is mainly
used to illustrate the relationship amid the effectiveness of internal control. The theory is suitable
to this study since it looks into the information and communication variable. The information
centre in relation to technology and the surrounding has a significant influence on the structure
of the organization.

Agency theory

The theory was put forward by Jensen and Meckling (1976), later on advanced by Fama and
Jensen (1983) in early 21st century by Kamau (2014) and Asiligwa and Rennox (2017),
integrated the theory while carrying out a study exist on the effect of internal control on the
financial performance of SACCOs. The theory suggests the existence of a relationship between
principal who are the shareholders and the agents who are the DT-SACCOs executive. Jensen
and Meckling (1976) posits that theory study relationship that between the principal and the

agent when one performs some activities or services on behalf of the other. The principal
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delegate duties to the agent, the theory suggests strong separation of ownership and control since
both parties are utility maximizers. The principal-Agent conflict is what is referred to as the
agency problem. The solution to agency problem has given rise to agency cost such as
monitoring expenses and risk assessment. According to Kamau(2013), the theory addresses the
problem that exist when the objectives or the goals of the principal contradicts with those of the
agents and also when the principal and agents differ in opinion and attitude on how to address
the risk the SACCOs are likely to involve in agency problem. Agency problem may be solved by
effective internal control by minimizing agency cost and doing away with information
asymmetric that occurs between the principal and agent. The theory suggests that principal
cannot involve in profit maximizing behaviours (financial performance) without strictly being
monitored by the shareholders. This theory is of importance to the current research because it
directs the variable on control activities.

2.2 Internal Control Measures

The United States” Committee of Sponsoring Organizations (COSO) created a framework for
designing and managing internal controls in 1992. The framework was updated in 2013 and
defines an internal control process as “a process intended to reinforce the potential of attainment
of objectives and effective by a firm’s board of directors, management and other personnel
(Snook, 2019). When effectively used, internal control can improve the performance of
organizations, improve efficiencies and support an organization to adhere to regulations and
laws. The COSO framework also helps a firm to fulfill its mission, vision, and objectives
(Anthony, 2019). The internal controls framework has several benefits for SACCOs such as risk

mitigation, stabilizing performance, and business resilience (Pathlock, 2021). The COSO
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framework is made up of 5 principles which are; control environment, risk assessment, control
activities, information and communication, and Monitoring and review.

2.2.1 Control Environment

This is an intangible factor that is a foundation for all other components of internal control,
providing the tone, discipline, and structure to affect the other components. Of the five
components of the COSO model, the control environment is the most important and forms the
overall tone that the organization will take (Hermansonet al., 2012). It is the attitude of the
SACCO management and their employees regarding the need for internal controls. It is a product
of the management philosophy, style, and supportive attitude including competence, ethical
values, and integrity of the employees (Kirkpatrick, 2019). An effective control environment in
the SACCO includes integrity and ethical values, management style, organizational structure,
management and staff commitment to competence, and directors’ participation. It also involves
human resource policies and related practices, the availability of an audit committee, and its
participation (Magu&Kibati, 2016; COSO, 2013).1t is the behaviour of the top management in
the implementation of the internal control system and guides the employees in complying with
set internal control measures. The lack of commitment from top management often leads to a
poor control environment that negatively affects the implementation of the internal control
systems thus leaving other components ineffective (Musknan, 2014).

2.2.2 Risk Assessment

This involves identifying and analyzing risks (both internal and external), and determining how
they will be prevented and addressed should they occur. It includes evaluating how these risks
are aligned to the organizational objectives and how they might affect their achievement. Risk

assessment is often conducted by top management and mitigation measures are put in place

14



(Internal Control-Integrated Framework, 2013). Risk assessment is a continuous assessment and
evaluation of several internal and external factors based on changes in the environment in which
the organization is operating. Palermo (2014) suggested that a top-down-bottom-up approach”
should be used when braining storming risks, assessing their likelihood and significance. Among
SACCO, some of the most common risks include loan defaulting, low membership enroliment,
fraud, and low savings among members, among others. Although organizations can prevent risks
from occurring, sometimes, there is little management can do to prevent them. In this case, the
organizational management should decide whether to accept the risk, reduce the impact of the
risk to an acceptable level or avoid the risk (Kansas State University, 2019).

2.2.3 Control Activities

After analyzing risks and selecting appropriate responses, the organization sets control activities.
These are policies and procedures that support organizational management to ensure directives
and decisions regarding risks are put into action. Organizations often formulate policies and
procedures to ensure identified risks are addressed and that they don’t negatively impact the
achievement of set objectives. These policies and procedures minimize risk and inform risk
management (D’Aquila, 2013). Control Activities can be designed to either prevent the
occurrence of risks or the detection of risks; alert management about their occurrence and foster
prompt corrective action. Some of the control activities that SACCOs engage in include; a top-
level review of loan performance, a quarterly review of financial reports, budgets, and saving
forecast reviews, among others. SACCO management can also put in place controls in form of
guiding policies/procedures, approval/authorization, verification/reconciliation, separation of
duties, supervision, reporting, and safeguarding of assets among others. These can take the form

of financial policy, signatories for authorizing/approving fund withdrawals, loan assessment
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verification, and approval, supervision of staff such as credit officers, and online and off-site
back systems, among others (Kyambadde, 2022). It is important not to have excessive controls
which become harmful in the long run as they increase bureaucracy and reduce productivity.
Nonetheless, the control activities should also not be too few to increase risk, but enough to
prevent, manage and improve productivity.

2.2.4 Information and Communication

To support the adequate functioning of the other components of internal control, communication
should be undertaken by organizations. This involves sharing information from internal and
external sources, with both internal and external users (Carrington, 2014). Therefore, the
organization should generate, obtain and use relevant information in its day-to-day operations. It
should also provide relevant and high-quality information about its operations, through the right
channels (Sanders &Scalan, 2014). According to Arwinge (2013) and Svensson (2012),
management should use relevant and timely information to make decisions about the institution.

The information should be gathered from different sources—both internal and external.

SACCO:s like other MFIs need to use a variety of communication channels ranging from print
publications, phone calls, and face-to-face meetings to social networks. For communication to be
effective, it is imperative that SACCOs select channels that are popular which most of their
clients are likely to access, and like (Welch, 2012). However, due to the COVID-19 pandemic-
induced measures, SACCOs were unable to use face-to-face measures for many months.

2.2.5 Monitoring and Review

Internal control is a dynamic process where institutions need to continuously assess and address
risks. Therefore, it is important to monitor the internal control system to ensure that the process

remains aligned with the objectives. Monitoring is a set of processes used by the management to
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assess whether the internal controls are functioning adequately (Kansas State University, 2019).
The SACCO management should therefore be able to identify and spot internal control failures
and make the necessary adjustments. For monitoring to be effective, all employees need to
understand the organizational vision and objectives and its risk tolerance levels (Kyambadde,
2022). Monitoring can be conducted in two ways; as an ongoing process, and as a separate
evaluation. In addition, after monitoring, there must be an evaluation and communication of
identified gaps to remediate them (Arwinge, 2013). The monitoring component is very important
in order to for financial institutions to have effective internal control. Ineffective monitoring
leads to weakness in other components which leads to fraud and loss of institutional resources
(Fourieet al., 2013).

2.3 Employee Performance

Employee performance is defined as the individual behaviour that is observable and generates
value for the organization and contributes to its realization of its goals (Campbell, McCloy,
Oppler& Sager, 1993). Employee performance can also be defined as a measurement of their
work in terms of quantity, quality, the timeliness and the attitude of the employee towards
undertaking the tasks (Mangkunegara, 2006).

According to Campbell’s perspective, performance is attributed to observable behaviour which
can be measured in terms of knowledge, skills and abilities to undertake tasks that contribute to
organizational outcomes (Campbell, 1990; Campbell, Ford & Rumsey et al., 1990). It can also be
understood as the extent to which an employee meets organizational performance expectations
(Afzali, Arash-Motahari&Hatami-Shirkouhi, 2014). Borman and Motowidlo (1993) divided
employee performance into task and contextual performance, attributing these two behaviours to

contribute to organizational outcomes. On the other hand, employees also engage in behaviour
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that is detrimental to achievement of organizational goals termed as counterproductive
behaviour.

Employee performance can be affected by major two factors; internal and external factors.
Internal factors relate to the employee’s traits such as attitude, personality, motivation,
experience, knowledge proficiency, cultural background among others. On the other hand,
external factors include those that the employee comes into contact from the surrounding
environment such as SACCO rules and regulations, supervision from managers, restrictions,
wage system among others (Munafiah, 2011). Internal Control Systems can affect both internal
and external factors that affect employee performance.

2.3.1 Task Performance

Borman and Motowidlo (1993) define task performance as the “the effectiveness with which job
incumbents carry out activities that contribute to the organization's "technical core" either
directly by executing a part of its technical process or indirectly by providing it with needed
materials or services”. This definition implies that employees must be competent to perform
assigned tasks effectively and efficiently (Harrison, Newman & Roth, 2006). Task performance
related-behaviour affect how the task is undertaken and therefore employers look out for
knowledge and skills to perform as basic requirements for the job when hiring (Campbell, 1990).
2.3.2 Contextual Performance

Sometimes referred to as citizenship performance, this involves employee behaviours that are not
directly related to their job tasks but contribute towards organizational goals (Borman and
Motowidlo, 1993). Contextual performance has a significant impact on the social and
psychological context of organizational performance and is a stimulant for efficient undertaking

of tasks (Diaz-Vilela et al., 2015). Context performance is viewed as important as task
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performance and includes activities that contribute to the overall wellbeing of the organization
(Markus, 2019). Contextual performance is based on several behavioural attributes that were
studied earlier such as pro-social organizational behaviour (Brief &Motowidlo, 19860, extra-role
behaviour (Katz & Kahn, 1966), and organizational citizenship behaviour (Bateman & Organ,
1983). Contextual performance includes activities such as coaching co-workers, strengthening
social networks within an organization (cooperating with co-workers) and going the extra mile
for the organization (Borman&Motowidlo, 1993).

2.3.3 Counterproductive Work Performance (CWP)

Spector and Fox (2005) defined Counterproductive Work Performance as those employee
behaviours that conducted consciously or unconsciously to harm the organization and its
stakeholders. They can be targeted to individuals in an institution or directed to the organization
(Robinson &Bennet, 1995). Regarding the workgroup, CWP may include a leader/supervisor not
caring to supervise employees, destroying working relationships (Braun &Hentschel, 2015).
CWB is intended to fail the organization to achieve its goals and includes several behavioursand
activities which might be done with hidden motives to undermine organizational performance
(Ipas& Brown, 2015).

Spector (2006) suggested five dimensions of CWP including abuse, production deviance,
sabotage, theft and withdrawal. Due to the nature of their behaviour, CWP may not be easily
observed until after an event relating to it surfaces. Therefore, CWP is assessed using self-

reports, co-worker report or information from whistleblowers (Fox et al., 2007).
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2.4RelationshipbetweenlInternalControl and Employee Performance in SACCOs

2.4.1 Relationship between Control Environment and Employee Performance in SACCOs
The control environment is comprised of management and supervision functions of the SACCO
leadership at the highest level (Tuanakotta, 2016). According to Yin (2016), an insititution’s
success is dependent on its application of the internal controls. Central to this is the
establishment of an effective control environment which should ensure that all the other

components are effected.

Rey and Paluku (2021) studied effectiveness of internal control systems on employee work
performance. Results showed that majority of employees mentioned that they had well-defined
and appropriate objectives and clear job descriptions. They also agreed that their board and
management were committed to competence and integrity with an audit committee, effective
accounting and financial management and internal control systems. The study also found that the
internal control environment and its efficiency affected employee performance. Similarly,
Kumuhinidevi (2016) in his study on effectiveness of internal control systems also found a

positive relationship between control environment and employee performance in private banks.

Ewa and Udoayang (2012) in their study in Nigeria observed that an effective control
environment encourages frequent monitoring of employee performance thus reducing occurrence
of counterproductive behaviour through easy detection and correction of staff engagement in
theft, graft and embezzlement. Control environment encourages accountability among employees
thus promoting quality of work (Sahabi et al., 2017). It also encourages protection of
organizational resources and enhances job security(Almakkhadmeh, 2014) and employee
satisfaction (Osei-Boakye, 2016) and it could suggest that satisfied employees perform well on

their jobs. Baineamasanyu (2020) in his study conducted in Western Uganda observed that a
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good control environment provides employees with the needed resources to perform according to
expectations. Control environment is associated with a well-built accounting and financial
system and regular monitoring of operations. It is also associated with employee adherence to

ethics and integrity while performing SACCO activities.

However, a study by Wardayati et al. (2019) found that control environment did not affect
employee performance due to lack of employee training and awareness of the importance of
control environment. Similarly, findings by Wardayati and Arif (2017) and Maharani et al.
(2015) also did not find a significant relationship between control environment and employee
performance. Moreover, Sahabit et al. (2017) study found a positive but insignificant relationship
between control environment and performance.This contradiction among authors suggests that
the relationship between control environment and employee performance is inconclusive thus a
need for more research about the variables.

2.4.2 Relationship between Risk Assessment and Employee Performance in SACCOs

For employees to manage risks adequately, they have to identify them, determine their
magnitude and identify strategies to address them (Ndungu, 2013). Therefore, for SACCOs to
manage risks there must be well documented system of risk assessment which must be well
known to all employees (Ndungu, 2013). However, Ghani et al. (2019) in their study on risk
management found that employee’s limited understanding of risk management affected their
implementation of risk preventive measures. This suggests a relationship between risk

assessment and employee performance.

In their study conducted in Kenya, Momanyi and Njiru (2016) found that SACCOs had
established financial risk management practices to manage financial risk such risk identification,

monitoring, assessment and mitigation. SACCO staff therefore implemented these measures
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which increased their overall performance. Furthermore, Kibui and Moronge (2014) in their
study also found that Harambee SACCO had risk management strategies such as use of
guarantors, collaterals, shareholding and insurance. They also found that staff rated the
creditworthiness of members based on outstanding debt, debt payment while giving out loans
which increased their productivity and helped the SACCO to easily detect overdue loans, and
reduce bad debts. Likewise, Sewanyina et al. (2021) in their study conducted in Western Uganda
found that SACCOs staff identified risks associated with different policies before
implementation, had risk assessment policies and procedures and assessed clients before giving
out loans. However, Magali (2013) in his study conducted in Tanzania found that poor risk
management by SACCO staff led to a high volume of non-performing loans putting members’
savings and deposits at risk of being lost. In addition, a comprehensive analysis of SACCO
activities in Kenya by Makau (2017) noted that there was a need to strengthen cash management
and withdraw authorization to reduce misappropriation of funds and improve identification of
fraud. This implies that SACCO staffs were not putting in practice risk management practices

and procedures.

The literature above shows that several scholars in East Africa have tried to establish the
relationship between risk assessment and performance; however, contextual gaps emerge.
Although one study was conducted in Western Uganda, none was carried out in West Nile
region. Additionally, all studies did not undertake correlation analysis to establish association
between risk assessment and employee performance, hence the need to conduct the study in

West Nile districts of Adjumani and Moyo.
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2.4.3 Relationship between Control Activities and Employee Performance in SACCOs

Control activities such as adequate segregation of duties, proper transaction procedures and
activities, documentation and recording, physical control of SACCO assets and external
evaluation of the SACCO are functions of the management team (Tuanakotta, 2016). For control
activities to have a positive impact on employee performance, they must be established and
implemented by both management and employees (Dewi, 2012). Mwango (2016) in her study
carried out in 269 SACCOs in Kenya found that SACCOs satisfactorily implemented control
activities such as segregation of duties, internal checks such as authorization and verification of
transactions. She also found that most SACCOs has installed appropriate Information and
Communication Technology (ICT) controls such as password access and software to restrict
information access to only authorized persons. Her study found a relationship between control
activities and overall performance of the SACCOs suggesting that there is a positive relationship
between implementation of SACCO activities and employee performance. Similarly, studies by
Kiyieka and Muturi (2018) and Nyumooet al. (2020) showed that firms with good control

systems are able to assess and address risk thereby improving their performance.

Nakanjako (2018) studied the relationship between internal control systems and financial
performance of SACCOs in Luwero district, Uganda. She pointed out that when management
teams and leadership committees verify and approve transactions such as withdrawals and loans,
they reduce counterproductive work behaviour such as theft/fraud and ensure SACCO funds are
handled well. This suggests that the application and supervision of control activities positively
affects employee performance. For instance, Olufunmilayo et al. (2018) studied the effect of
internal control system on employee performance in Nigeria. Results showed a positive

significant relationship between the control environment and employee performance. They
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indicated that as the quality control environment improves, employee performance also
improves. Additionally, Wardayati et al. (2019) conducted a study on performance
improvements through internal control, experience and individual rank. Study results showed
that control activities positively influenced the performance of employees. The presence of clear
and appropriate separation of duties where each activity conducted by employees was known and
approved by management, including employee understanding of tasks and how they will be
evaluated influenced accuracy and timeliness. Similar findings were reported from studies
conducted by Idawati (2018) and Maharani et al. (2015) which concluded that control activities
have a positive bearing on employee performance. This implies that there is collaborative
evidence that shows a relationship between control activities and employee performance.
However, the above studies were conducted outside Uganda apart from Nakanjako (2018) who
carried out the study in Uganda, though not in West Nile. This therefore leaves a contextual gap
which has provoked the researcher to conduct a study to understand the relationship between
control activities and employee performance in Adjumani and Moyo districts.

2.4.4 Relationship between Information and Communication and Employee Performance
in SACCO

Effective communication in institutions is vital for staff performance. When managers and
supervisors utilize good communication skills to relay instructions, ideas or tasks to lower staff,
they are interpreted well and tasks performed as instructed (Akankwasa, Nabukeera, Bwengye,
2018). On the other hand, employees take records and communicate information to management
and other external parties to the organization in form of timeframe, services offered (such as
loans and interest rates) and other responsibilities they hold. To ensure that the information is

relevant and consumed, it must be accurate, and easy to understand, complete and timely (Elder
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et al., 2014). Therefore, MFIs such as SACCOs should establish strong communication systems
that enable employees to obtain and share information relevant to their responsibilities in order to
have a positive impact on their performance (Dewi, 2012). A study by Karanja (2015) on
influence of communication on performance of a SACCO showed that communication affects
employee and subsequent organizational performance. Results showed that provision of
necessary communication tools and use of multiple mediums (phone calls, emails and face-to-
face) of communication stimulated staff accomplishment of tasks. Similarly, studies by Idawati
(2018) and Wardayati and Arif (2017) in Indonesia showed that information and communication

positively impact employee performance.

However, a study by Cheptoo & Sigara, (2017) in Kenya found that internal communication
challenges such as delayed feedback from supervisors, unapproachable managers, and lack of
clear instructions affects employee task performance. Likewise, Wardayati et al. (2019) in their
study conducted in Indonesia showed that information and communication did not affect
employee performance. They found that even though employees were provided with accurate
and timely information, it did not affect the accuracy and timeliness of employees completing
their work. Likewise, a study by Maharani et al. (2015) did not also find a significant

relationship between information and employee performance.

The above literature shows that there is inconclusive evidence on the relationship between
information and communication and employee performance. Moreover, all these studies were
done outside Uganda apart from Akankwasa et al. (2018) which provokes the researcher to carry
out a study in SACCOs in West Nile districts of Adjumani and Moyo. What is more, the study
by Wardayati et al. (2019), and Wardayati and Arif (2017) were conducted in non-financial

institutions which might limit the applicability of their findings to SACCOs.
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2.4.5 Relationship between Monitoring and Review and Employee Performance in
SACCOs

Nsambu and Kyomuhendo (2022) in their study conducted in Mbarara to investigate how
internal controls affect managerial competence and performance found a positive relationship
between monitoring and review and staff performance. They also found that SACCO
management routinely monitored staff, reviewed policies and put in place an independent
verification of transactions with a clear channel of reporting and auditing. Similarly, a study by
Kipchirchir (2019) in Nairobi, Kenya also found strong positive relationship between monitoring
and staff performance. He found that SACCO management reviewed reports and resolved non-
complaint issues and monitored process and procedural checks among staff which reduced risk

of fraud.

Contrary to the above, poor review and monitoring of SACCOs by corporate boards has led to
employees engaging in counter productive work behaviour such as fraud. SACCO staffs are
reported to engage in widespread embezzlement of members’ funds (Otim, 2021). Otieno et al.
(2015) found that review and monitoring of SACCOs was associated with financial expenses that
affected overall financial performance of the SACCO, which might limit its implementation.
Furthermore, collusion between SACCO board members and staff to steal SACCO funds has
also been reported in several districts including Iganga, Mbale, Soroti and Tororo (Uganda Radio

Network, 2021).
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CHAPTER THREE

METHODOLOGY
3.0 Introduction

This chapter explores an overview of the methods and procedures that were used to conduct this
study. This included the Study Design, Setting and Population; Sample Size and Sampling
Procedure; Inclusion and Exclusion Criteria; Data Collection Methods; Data Collection
Instruments; planned Data Management, Analysis, and Presentation; Ethical Considerations and
Study Limitations, and Dissemination Plan

3.1  Study Design

The study utilized a cross-sectional design involving quantitative methods of data collection.
This is because the study was conducted at the same point in time and a small proportion of the
study population was used to infer the rest. The design was considered because of the limited
time the researcher had according to the academic calendar.

3.2 Study Setting

The study was conducted in Adjumani and Moyo districts. Both districts are located in the West
Nile Region. Adjumani district is bordered by Moyo district to the north, South Sudan to the
Northeast, Amuru to the east and south, Arua District to the southwest, and Yumbe district to the
northwest. Adjumani district is located 436 kilometers by road, northwest of Kampala, Uganda’s
capital city. Agriculture is the main economic activity in the district with the main cash crops

being millet, beans, and potatoes.

On the other hand, Moyo district is also bordered by South Sudan to the north and east,

Adjumani to the south, Yumbe to the west. Moyo is 476 kilometers by road from Kampala. The
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main economic activity is agriculture and major cash crops include cassava, maize, sunflower,

simsim, sorghum, and soya beans.

Both Adjumani and Moyo have a combined total of 29 SACCOs; Adjumani has 11 and Moyo
has 18 SACCOs. The major clients of these SACCOs are agricultural farmers and small-scale
business women/men.

3.3  Study Population

The study included staff of 8 SACCOs and a total of 82 staff those in managerial positions, and
members of the board of directors.

3.3.1 Sample Size Determination

The sample size of 66 staff was determined using the sample size table by Krejcie and Morgan
(1970).

The study used a stratified sampling procedure where all SACCOs in Adjumani and Moyo
districts that were operational in the past two years (2020-2021) were combined into two groups.
From each stratum, the researcher used a proportionate and simple random sampling method to
select SACCOs. To select employees, the study employed a convenient sampling procedure
where all participants available during data collection who meet the eligibility criteria were
included in the study. The method has been preferred due to the small number of SACCO staff,
their busy schedules, and the limited time available for data collection according to the study

calendar.

28



3.5 Data Collection Method

Data collection was conducted by distributing of a self-administered questionnaire to SACCO
staff who were given ample time to fill in their views and responses. After some time, the
researcher collected the filled-in questionnaires from them.

3.6 Data Collection Tool

The primary data collection tool used in the study was a self-administered questionnaire.
Sections of the questionnaire included demographic data, control environment, risk assessment,
control activities, information and communication, monitoring, and review. Most sections of the
questionnaire were adapted from studies by Noor and Rafiq (2021), Rey and Paluku (2021);
Nsambu and Kyomuhendo (2022) and Mwango (2020).

3.4.3 Measurement of Variables

The researcher used the Five-Likert scale to measure responses on the dimensions of the

independent and dependent variables as explained below;

Both the independent and dependent variables were measured based on the dimensions of each
variable. For the independent variable, the attributes to measure include; control environment,
risk assessment, control activities, information and communication, and monitoring. Rating for
each of the five dimensions were graded according to three levels; Low, Moderate, and High.
The ratings were measured based on statements that had responses ratings from 1-5 (Strongly
Disagree=1, Disagree=2, Not Sure=3, Agree=4, and Strongly Agree=5; Always=5, Very
Often=4, Sometimes=3, Rarely=2 and Never=1). An overall rating was done and scores for each
dimension computed through SPSS to yield total scores. Lower scores depicted poor ratings and
higher scores depicted good ratings. The scores were divided into sections depicting the three

possible ratings according to the attribute being assessed.
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3.7 Validity and Reliability

3.7.1 Validity

This was done to ensure that the study questionnaire is valid for the intended purposes. Validity
of the data collection tool was ascertained by tool development based on reviewed literature and
through expert review by the supervisor to ensure they met the minimum expectations for the
study. Thereafter, the supervisor approved the tool for the data collection exercise.

3.7.2 Reliability

Following supervisors’ review of the data collection tool and ascertaining that it was appropriate
to the research, it was subjected to a pilot or pre-test exercise to check its applicability with the
research respondents in a SACCO in a different setting than the research study. This pre-testing
or pilot study was conducted in 1 SACCO in Jinja District among four respondents. Pretesting
was conducted to clarify the meaning, consistency, and structure of the questionnaires. It was
assessed whether the questions are easily understood by the intended respondents and also align
well with the set research questions. After pretesting, the questionnaire was evaluated to make
changes and final version of the tool for the actual study was produced.

3.7.3 Training of Research Assistants

Two Research Assistants were trained to support data collection. The training involved a one-day
theory aspect about the questionnaire and practice on how to accurately administer the
questionnaire, record it accurately, and minimize interviewer bias while collecting the data. The
Research Assistants participated in pre-testing to improve their familiarity with the data

collection tool.
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3.7.4 Field Editing

The filled questionnaires were checked by the research assistants and researcher after each day of
data collection, and any detected errors were corrected. Questionnaires that were identified to be
incompletely filled returned to respondents who were politely requested to provide the required
information to complete the questionnaires.

3.8 Data Management, Analysis, and Presentation

3.8.1 Data Management

Collected data was cleaned, coded, and entered into Statistical Package for Social Scientists
(SPSS version 25). Soft copies of the data were backed up on two laptops, an external drive, and
uploaded on Google driver for future reference

3.8.2 Data Analysis and Presentation

After checking for completeness, data was coded and entered into SPSS version 25 for analysis
at the univariate level. Descriptive analysis like frequencies were used to describe the
demographic characteristics. Correlation analysis was used to assess relationships between
independent and dependent variable attributes. Regression analysis was performed to establish
the predictive power of the internal control measures on the employee performance.

3.9 Ethical Consideration

After approval of the proposal by the Supervisor, ethical approval to conduct the study was
obtained from the Research Ethics Committee, Makerere University Business School through the
provision of an Introduction Letter. The letter was used to obtain written clearance for the study
to be conducted from selected SACCOs in Adjumani and Moyo districts. On a personal level, the

researcher obtained written informed consent from the respondents before enrolling them in the
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study. This was done after explaining to them the nature and purpose of the study. Respondents

were assured of confidentiality before the data collection process.
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CHAPTER FOUR

DATA PRESENTATION, ANALYSIS AND INTERPRETATION
4.0 Introduction
This chapter presents the study findings as obtained from analyzed data in relation to the
research objectives and research questions. The data is presented in tables and figures with
corresponding frequencies and percentages with explanatory remarks. The researcher involved
82 respondents from 8SACCOs in Adjumani and Moyo districts.
4.1  Demographic Data of Respondents

Table 4.1: Distribution of Respondents

S/N | Name of SACCO District Respondents Included

1 | Adjumani Town Council SACCO Adjumani 15
2 | Adjumani Traders’ SACCO Adjumani 2
3 | Nile Cooperative Society Adjumani 6
4 | Pakele SACCO Adjumani 14
5 | Lefori SACCO Moyo 13
6 | Logoba SACCO Moyo 9
7 | Moyo SACCO Moyo 15
8 | Valee SACCO Moyo 8

Total 82

Table 4.1 shows 82 SACCO employees that participated in the study. Although 100 respondents
were planned to be involved, this was not possible due to time constrains. This sample was
considered good enough because Mellahi and Harris (2016) indicate that response rate of 50%

above is good in humanity studies.
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Table 4.2: Background Characteristics of the Respondents

Characteristic Responses Frequency Percentage
Age range 20-29 years 16 195
30-39 years 42 51.2
40-49 years 16 19.5
50-59 years 8 9.8
Gender Male 46 56.1
Female 36 43.9
Marital Status Married/Cohabiting 51 62.2
Single 18 22.0
Divorced/Separated 09 11.0
Widowed 04 4.8
Educational Level Certificate 06 7.3
Diploma 34 41.5
Degree 42 51.2
Position Credit Officer 32 39.0
Credit Manager 05 6.1
Chief Executive Officer 06 7.3
Accountant 06 7.3
Cashier 03 3.7
Loan Officer 21 25.6
Others 09 11.0
Duration of working | 1-4 years 55 67.1
with the SACCO 5-9 years 12 14.6
10-14 years 13 15.9
15 years and above 02 2.4

Table 4.2 above shows that slightly over half of respondents 42/82 (51.2%) were in the age

bracket of 30-39 years while the least 8/82 (9.8%) were in the age range of 50-59 years. More
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than half of study participants 46/82 (56.1%) belonged to the male gender while 36/82 (43.9%)
were female.

Regarding marital status, 6 out of every 10 respondents (62.2%) were married/cohabiting while
4/82 (4.8%) were widowed. Slightly over half of respondents 42/82 (51.2%) had attained degrees
while the least 6/82 (7.3%) were certificate holders. Most respondents 32/82 (39%) were credit
officers while 3/82 (3.7%) were cashiers. On the duration of working with their respective
SACCOs, majority of respondents 55/82 (67.1%) mentioned between 1-4 years while 2/82

(2.4%) indicated 15 years and above.

4.2 Descriptive Results on the Dependent and Independent Variable

This section presents descriptive results on Internal Controls and employee performance as
Independent and dependent variables respectively. The descriptive results presented, analyzed
and interpreted are descriptive statistics. The results on the dependent variable are presented
first followed by the results on the independent variable.

4.2.1 Internal Control Measures

This section describes the internal control measures applied in 8 SACCOs in Adjumani and
Moyo districts. Five dimensions of internal controls were assessed by the study namely; Control
environment, risk assessment, control activities, information and communication, monitoring,
and review. Each dimension is presented separately including the overall rating. Later, a general

rating of internal control is also presented.
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4.2.1.1 Control Environment

Table 4.3: Responses on Control Environment

Responses; Strongly Disagree (SD), Disagree (D), Not Sure (NS), Sure (S), Agree (A), and

Strongly Agree (SA).
Statement SD D NS A SA | Mean
Our SACCO has an established mission 0 10 11 24 37 4.07
statement, and the management set realistic (12.2 | (13.4 | (29.3% | (45.1
and measurable goals and plans to meet %) %) ) %)
SACCO obijectives
The SACCO management and board of 13 58 9 2 - 2
directors’ commitment to integrity and | (15.9 | (70.7 | (11%) | (2.4%)
ethical behaviour are consistently and | %) %)
effectively communicated through words and
deeds.
Our SACCO has an accounting and financial 3 7 16 31 25 3.8
management system (3.7%) | (8.5%) | (19.5 | (37.8% | (30.5

%) ) %)
The management and board of directors are 10 48 17 5 2 2.2
committed to the operation of this SACCO (12.2 | (58.5 | (20.7 | (6.1%) | (2.4%)

%) %) %)

Policies and procedures are in place that 3 8 24 30 17 3.61
ensures SACCO staff are aware of their roles | (3.7%) | (9.8%) | (29.3 | (36.6% | (20.7
and responsibility concerning the %) ) %)
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implementation of internal control.

The management and board of directors 14 58 8 2 1.9

closely monitor the implementation of | (17.1 | (70.7 | (9.8%) | (2.4%)

internal control systems in our SACCO. %) %)

Results as presented above in Table 4.3 show that the most respondents (45.1%) strongly agreed
when asked whether their SACCOs had established mission statements, and that the management
set realistic and measurable goals and plans to meet SACCO objectives; 29.3% agreed while

13.4% were not sure.

When asked whether the SACCO management and board of directors’ commitment to integrity
and ethical behaviour are consistently and effectively communicated through words and deeds,
the majority of respondents 70.7% disagreed, 15.9% strongly disagreed while 11% were not

sure.

On whether their SACCOs had an accounting and financial management system, 37.8% were not

sure, 30.5% agreed while 3.8% strongly agreed.

As to whether the management and board of directors are committed to the operation of this

SACCO, most respondents (58.5%) disagreed while 12.2% strongly disagreed.

Three out of every ten respondents (36.6%) agreed when asked whether policies and procedures
are in place that ensure SACCO staff are aware of their roles and responsibility concerning the

implementation of internal control, while 20.7% strongly agreed.
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With respect to whether the management and board of directors closely monitor the

implementation of internal control systems in our SACCO, the majority of respondents (70.7%)

disagreed while 17.1% strongly disagreed.

4.2.1.2 Risk Assessment

Table 1.4: Responses on Risk Assessment

Responses; Strongly Disagree (SD), Disagree (D), Not Sure (NS), Sure (S), Agree (A), and

Strongly Agree (SA).
Statement SD D NS A SA | Mean
Our SACCO has a strong risk management 14 58 8 2 -
system (a7.1 | (70.7 | (9.8%) | (2.4%)

%) %)
The management and board of directors 6 44 18 11 3
often identify risks that affect the | (7.3%) | (53.7 | (22%) | (13.4% | (3.7%)
achievement of the SACCO objectives %) )
Our SACCO has criteria for assessing the 11 11 52 18 1
levels, impact, and likelihood of risks | (13.4 | (13.4 | (63.4% | (22%) | (1.2%)
occurring. %) %) )
The SACCO management has put in place - 13 30 23 16
measures for mitigation of risks that might (159 | (36.6% | (28%) | (19.5
affect the SACCO. %) ) %)
Our SACCO regularly anticipates and 18 50 12 2 -
monitors risks (22%) | (61%) | (14.6% | (2.4%)
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)

Our SACCO takes measures to reduce and 4 30 29 11 8
control risks associated with giving out | (4.9%) | (36.6 | (35.4% | (13.4% | (9.8%)

loans. %) ) )

The SACCO has a mechanism to identify 11 51 14 4 2

and react to risks present in the operational | (13.4 | (62.2 | (17.1% | (4.9%) | (2.4%)
environment such as the government| %) %) )
restrictions related to the COVID-19

pandemic.

Results shown in Table 4.4 above show that the majority of respondents (70.7%) disagreed when
asked whether their SACCO had a strong risk management system while 2.4% agreed. On
whether the management and board of directors often identify risks that affect the achievement
of the SACCO objectives, more than half of respondents (53.7%) disagreed while 3.7% strongly
agreed.

Regarding responses on whether the SACCOs have criteria for assessing the levels, impact, and

likelihood of risks occurring, 63.4% were not sure while 1.2% strongly agreed.

When asked whether the SACCO management has put in place measures for mitigation of risks

that might affect the SACCO, 36.6% were not sure while 15.9% disagreed.

With respect to whether the SACCOs regularly anticipates and monitors risks, 61% disagreed
while 2.4% agreed. Regarding whether the SACCOs takes measures to reduce and control risks
associated with giving out loans. On whether their SACCOs regularly anticipates and monitors

risks, the majority of respondents 61% disagreed while 2.4% agreed.
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Study results showed that more than a third of respondents (36.6%) disagreed when asked
whether their SACCOs takes measures to reduce and control risks associated with giving out

loans while 4.9% strongly disagreed.

Six out of every ten respondents (62.2%) disagreed when asked whether their SACCO have a
mechanism to identify and react to risks present in the operational environment such as the

government restrictions related to the COVID-19 pandemic.

4.2.1.3 Control Activities
Table 4.5: Responses on Control Activities

Responses; Strongly Disagree (SD), Disagree (D), Not Sure (NS), Sure (S), Agree (A), and

Strongly Agree (SA).

Statement SD D NS A SA

There is proper supervision of the work of | 3(3.7) 49 11 9 10

employees by their supervisors (59.8 | (13.4%) (11.0) (12.2)
%)

There is a segregation of duties; the SACCO 14 45 11 9 3

management and board of directors are | (17.1 | (54.9 | (13.4%) (11%) (3.7%)

independent of each other and perform different | %) %)

tasks.

Effective controls are in place to avoid - 10 25 30 17
unnecessary expenditure; budgets are reviewed (12.2 | (30.5%) | (36.6%) | (20.7%
to compare the actual and planned expenditure. %) )
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The assets of the SACCO are identified and 2 8 20 38 14
secured by online and physical security. (2.4%) | (9.8%) | (24.4%) | (46.3%) | (17.1%
)
The SACCO has financial procedures for 10 31 5 (6.1%) 22 14
verification, reconciliation, authorization, and | (12.2 | (37.8 (26.8%) | (17.1%
approval of fund withdrawals. %) %) )
Management undertakes loan  assessment 2 24 8 19 29
verification and approval of clients who need | (2.4%) | (29.3 (9.8%) (23.2%) | (35.4%
loans. %) )
Management and board of directors periodically 25 45 9 3
review policies; their relevance, application and (30.5 | (54.9%) (11%) (3.7%)
update them accordingly %)
The SACCO management and board of directors 3 14 42 19 4
take corrective measures to rectify identified | (3.7%) | (17.1 | (51.2%) | (23.2%) | (4.9%)
system errors and weaknesses in the internal %)

control system.

Table 4.5 above shows that more than half of respondents (59.8%) disagreed when asked

whether there is proper supervision of the work of employees by their supervisors while 3.7%

strongly agreed. On whether there is a segregation of duties; the SACCO management and board

of directors are independent of each other and perform different tasks, 54.9% of respondents

disagreed while 3.7% strongly agreed. When asked whether effective controls are in place to

avoid unnecessary expenditure; budgets are reviewed to compare the actual and planned
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expenditure, 36.6% agreed while 12.2% disagreed. When asked whether the assets of their
SACCO are identified and secured by online and physical security, 46.3% agreed while 2.4%
strongly disagreed. Just over a third of respondents (37.8%) mentioned that their SACCOs had
financial procedures for verification, reconciliation, authorization, and approval of fund
withdrawals while 6.1% were not sure. The highest number of respondents (35.4%) strongly
agreed when asked whether their SACCO management undertakes loan assessment verification
and approval of clients who need loans while 2.4% strongly disagreed. More than half of
SACCO employees (54.9%) were not sure whether their SACCO management and board of
directors periodically review policies; their relevance, application and update them accordingly

while 3.7% strongly agreed.

Just over half of respondents (51.2%) were not sure whether their SACCO management and
board of directors take corrective measures to rectify identified system errors and weaknesses in

the internal control system while 3.7% strongly agreed.

4.2.1.4 Information and Communication
Table 4.2: Responses on Information and Communication

Responses; Strongly Disagree (SD), Disagree (D), Not Sure (NS), Sure (S), Agree (A), and

Strongly Agree (SA).
Statement SD D NS A SA
Management and the board of directors assess 10 56 13 3 (3.7%) -

both internal and external sources of data when | (12.2%) | (68.3%) | (15.9%)
identifying relevant information for SACCO

use.
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There is frequent communication between 10 56 3 (3.7%) 13 -
management and the board of directors about | (12.2) | (68.3%) (15.9%)
SACCO operations and the fulfillment of their

respective roles and duties.

The SACCO has an established mechanism of 10 33 19 16 4
disseminating relevant and timely information | (12.2%) | (40.2%) | (23.2%) | (19.5%) | (4.9%)
to staff

The SACCO has an established process of 13 56 10 3 -
communicating relevant and timely information | (15.9%) | (68.3%) | (12.2%) | (3.7%)

to external parties.

The SACCO has a known means of reporting 8 30 20 17 7
suspected fraud, errors in financial reporting or | (9.8%) | (36.6%) | (24.4%) | (20.7%) | (8.5%)
false financial reports, and improper use of

SACCO assets.

The SACCO  management  frequently 10 4 45 23
communicates financial targets and | (12.2%) | (4.9%) | (54.9%) | (28%)
performances in time.

Management receives timely, relevant, and 16 52 14 - -
reliable reports for proper and timely decision- | (19.5%) | (63.4%) | (17.1%)

making

Communication helps us to evaluate how well 14 58 8 2 -
SACCO policies and guidelines related to | (17.1%) | (70.1%) | (9.8%) (2.4%)

internal control are being implemented.
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Nearly 7 out of every 10 respondents (68.3%) disagreed when asked whether their SACCO
management and the board of directors assess both internal and external sources of data when
identifying relevant information for SACCO use, while 3.7% strongly agreed. When asked
whether there is frequent communication between management and the board of directors about
SACCO operations and the fulfililment of their respective roles and duties, more than half of

respondents (68.3%) disagreed while 3.7% agreed.

On whether their SACCOs had an established mechanism of disseminating relevant and timely
information to staff, 40.2% disagreed while 12.2% strongly disagreed. With respect to whether
the SACCOs had an established process of communicating relevant and timely information to

external parties, 68.3% disagreed while 3.7% strongly agreed.

Study results in Table 4.6 also showed that more than a third of respondents (36.6%) disagreed
when asked whether their SACCOs had a known means of reporting suspected fraud, errors in
financial reporting or false financial reports, and improper use of SACCO assets while 9.8%
strongly disagreed. With respect to whether SACCO management frequently communicates
financial targets and performances in time, most respondents (54.9%) agreed while 4.9% were

not sure.

When asked whether a respondent SACCO management receives timely, relevant and reliable
reports for proper and timely decision-making, the majority (63.4%) disagreed while 17.1%

agreed.

On how communication helps respondents to evaluate how well their SACCO policies and
guidelines are related to internal control are being implemented, less than three quarters of

respondents (70.1%) disagreed while 2.4% strongly agreed.
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4.2.1.5 Monitoring and Review
Table 4.7: Responses on Monitoring and Review

Responses; Strongly Disagree (SD), Disagree (D), Not Sure (NS), Sure (S), Agree (A), and

Strongly Agree (SA).
Statement SD D NS A SA
The board of directors periodically reviews 10 47 20 4 1

Internal control systems and provides | (12.2%) | (57.3 | (24.4 | (4.9%) | (1.2%)

appropriate feedback. %) %)

The board of directors routinely evaluates 14 58 8 2 -
the SACCO’s accounting system and | (17.1%) | (70.7 | (9.8%) | (2.4%)

deficiencies are rectified %)

Management and board of directors 14 36 24 5 3
undertake self-assessments to review | (17.1%) | (43.9 | (29.3 | (6.1%) | (3.7%)
whether adequate monitoring is conducted %) %)

on internal controls.

There is a review of staffing, level of 23 44 12 2 1

training, and competence of people involved | (28%) (53.7 | (14.6 | (2.4%) | (1.2%)

in performing internal control activities. %) %)

The SACCO hires the services of | 2(2.4%) 2 7 33 38
independent external auditors to review our (2.4%) | (8.5%) | (40.2 | (46.3
internal accounting system and financial %) %)
performance.
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More than a half of SACCO employees (57.3%) disagreed when asked whether their SACCO
board of directors periodically reviews Internal control systems and provides appropriate
feedback.

The majority of study participants (70.7%) disagreed when asked whether their SACCO board of
directors routinely evaluates the SACCO’s accounting system and deficiencies are rectified

while 2.4% strongly agreed.

Table 4.7 above also shows that most respondents (43.9%) disagreed when asked to comment on
whether their SACCO management and board of directors undertake self-assessments to review

whether adequate monitoring is conducted on internal controls while 6.1% agreed.

Slightly over half of SACCO employees (53.7%) disagreed when asked whether there is a
review of staffing, level of training, and competence of people involved in performing internal

control activities while 1.2% strongly agreed.

About whether their SACCOs hire the services of independent external auditors to review our
internal accounting system and financial performance, 46.3% strongly agreed while 2.4%

strongly disagreed.

4.2.2 Dependent Variable
This included employee performance measured by 3 attributes namely; task, contextual

performance and counterproductive work behaviour.
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4.2.2.1 Task Performance

Table 4.8: Responses on Task Performance

Responses; Never, Rarely, Sometimes, Very Often and Always

Statement Never Rarely | Sometimes | Very | Always
Often
I manage to plan my work so that it is | 3 (3.7%) 58 15 (18.3%) 2 4 (4.9%)
done in time (70.7%) (2.4%)
| often keep in mind the results | have to | 5 (6.1%) 34 21 (25.6%) 17 5 (6.1%)
achieve in my work (41.5%) (20.7
%)
I am able to perform my work well with | 2 (2.4%) 18 37 (45.1%) 19 6 (7.3%)
minimum time and effort (22.0%) (23.2
%)
I maintain a high standard of work 14 (17.1%) 58 8 (9.8%) 2 -
(70.7%) (2.4%)
| am capable of handling assigned tasks | 10 (12.2%) - 9 (11%) 5 58
without much supervision (6.1%) | (70.7%)
| often complete responsibilities specified | 14 (17.1%) 58 8 (9.8%) 2 -
in my job description or those assigned for (70.7%) (2.4%)
my job position
I meet the formal performance targets and | 2 (2.4%) 34 22 (26.8%) 18 6 (7.3%)
requirements of my job in time. (41.5%) (22%)
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Table 4.8 above shows that less than three quarters of respondents (70.7%) indicated that they

rarely plan their work so that it is done in time while 2.4% said they do it very often.

When asked whether often keep in mind the results they have to achieve in their work, 4 out of
every 10 respondents (41.5%) stated that they rarely do it while 6.1% never do it. On whether
respondents arable to perform my work well with minimum time and effort, 45.1% indicated
sometimes while 2.4% stated never. The majority of study participants (70.7%) indicated that
they rarely maintain a high standard of work while 2.4% reported that they do it very often.

Results in table 4.8 above also showed that 70.7% of respondents indicated that they always
handle assigned tasks without much supervision while 6.1% said they do it very often. On
whether they often complete responsibilities specified in my job description or those assigned for
my job position, 70.7% stated rarely while 2.4% said very often. With respect to meeting the
formal performance targets and requirements of their job in time, 41.5% indicated rarely while

2.4% stated never.

4.2.2.2Contextual Performance
Table 4.3: Responses on Contextual Performance

Responses; Never, Rarely, Sometimes, Very Often and Always

Contextual Performance Never Rarely | Sometime | Very Always
S Often

Whenever | am free, | take on extra 15 41 4 (4.9%) 12 10

responsibilities at work (18.3%) | (50%) (14.6% | (12.2%)

| often start new tasks when my old ones | 1 (1.2%) 30 - 32 19

are finished without being directed by my (36.6%) (39%) (23%)
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supervisor

| support my co-workers to accomplish 12 17 4 (4.9%) 39 10

their assigned tasks if I am free and | (14.6%) | (20.7%) (47.6%) | (12.2%)

needed.

| actively look for ways to improve my | 6 (7.3%) 43 2 (2.4%) 22 9

performance at work (52.4%) (26.8%) (11%)

I often do more than is expected of me 11 51 15 4 (4.9%) | 1(1.2%)
(13.4%) | (62.2%) | (18.3%)

| often look for creative solutions to | 8 (9.8%) 52 2 (2.4%) 16 4 (4.9%)

address new problems with my work. (63.4%) (19.5%)

In the past year, | have support co- | 6 (7.3%) 43 2 (2.4%) 22 9 (11%)

workers learn job-related tasks and (52.4%) (26.8%)

aspects.

Table 4.9 above shows that half of study participants (50%) mentioned that they rarely take on

extra responsibilities at work whenever they are free. Nearly 4 out of every 10 respondents

(39%) said they often start new tasks when my old ones are finished without being directed by

my supervisor while 1.2% reported never.

When asked whether respondents support their co-workers to accomplish their assigned tasks if

they are free and needed 47.6% said they often do it while 12.2% always do it. On whether

respondents actively look for ways to improve their performance at work, 52.4% said rarely does

that happen while 2.4% said it sometimes happens.
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More than half of respondents (62.2%) reported that they rarely often do more than they are

expected to do while 1.2% said they always. On whether they often look for creative solutions to

address new problems with their work, 63.4% said rarely while 4.9% said always. When asked

whether in the past year, they had supported co-workers learn job-related tasks and aspects,

52.4% indicated rarely while 2.4% mentioned sometimes.

4.2.2.3 Counterproductive Work Performance (CWP)

Table 4.4: Responses on Counterproductive Work Performance (CWP)

Responses; Never, Rarely, Sometimes, Very Often and Always

Counterproductive Work | Never Rarely | Sometim | Very Always
Performance (CWP) es Often
I complain about unimportant matters at 15 33 2 (2.4%) 16 16
work (18.3%) | (40.2%) (19.5%) | (19.5%)
Sometimes, | make work problems 16 38 - 12 16
greater than they were (19.5%) | (46.3%) (14.6%) | (19.5%)
I focus on the negative aspects of the 11 9 (11%) 31 25 6 (7.3%)
work instead of the positive aspects. (13.4%) (37.8%) | (30.5%)
I do less than is expected of me 11 25 17 7 (8.5%) 22
(13.4%) | (30.5%) | (20.7%) (26.8%)
In the past year, | have ever purposely 38 3 (3.7%) 15 23 3 (3.7%)
destroyed a work colleagues’ or | (46.3%) (18.3%) (28%)

SACCQO’s property
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Sometimes, | purposely failed to follow | 1 (1.2%) 30 20 12 19
instructions regarding my work in the (36.6%) | (24.4%) | (14.6%) | (23.2%)
past year.

In the past year, | have ever refused to | 5(6.1%) | 8 (9.8%) | 8 (9.8%) 22 39
cooperate to work with a colleague. (26.8%) | (47.6%)
I took money from the SACCO without 45 11 22 4 (4.9%) -
the knowledge of the management in the | (54.9%) | (13.4%) | (26.8%)

past year.

Sometimes, | have neglected work- | 9 (11%) 14 - 25 34
related procedures on purposes in the (17.1%) (30.5%) | (41.5%)
past year.

I have ever taken money from a client of 12 40 16 10 4 (4.9%)
the SACCO without knowledge of | (14.6%) | (48.8%) | (19.5%) | (12.2%)
management

| spoke with people from outside the 11 17 25 7 (8.5%) 22
SACCO about the negative aspects of | (13.4%) | (20.7%) | (30.5%) (26.8%)

my work.

Table 4.10 above shows that most respondents 40.2% rarely complain about unimportant matters

at work while 2.4% sometimes do. When asked whether at times, they make work problems

greater than they were, 46.3% said rarely while 14.6% indicated that it happens very often.
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The highest number of respondents (37.8%) stated that they sometimes focus on the negative
aspects of the work instead of the positive aspects while 7.3% said they always. Most
respondents (46.3%) indicated that they had never ever purposely destroyed a work colleague’s
or SACCO property while 3.7% said it always happens.

Three out of every ten respondents (36.6%) said rarely did purposely fail to follow instructions
regarding their work in the past year. When asked whether in the past year, they had ever refused

to cooperate to work with a colleague, 47.6% indicated always while 6.1% mentioned never.

More than half of respondents (54.9%) said they had never taken money from the SACCO
without the knowledge of the management in the past year while 4.9% said they often did. When
asked whether they had ever neglected work-related procedures on purpose in the past year,

41.5% mentioned always while 11% indicated never.

Nearly half of study participants (48.8%) mentioned that they rarely take money from a client of
the SACCO without knowledge of management while 4.9% said it always happens. When asked
whether respondents spoke with people from outside the SACCO about the negative aspects of

their work, 30.5% said they sometimes did, while 8.5% said they often did it.

4.3 Correlation analysis
Pearson’s Correlation coefficient was used to determine the degree of association between the

study variables. Results of the correlation tests are presented in Table 4.11 below.
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Table 4.11: Correlation results

Study Variables 1 2 3 4 5 6
Control environment-1 1.000

Control Activity-2 197 1.000

Information and communication-3 209 .318™ 1.000

Risk Assessment-4 3097 .054 4677 1.000

Monitoring and review-5 306 4457 655 5017  1.000
Employee Performance-6 364 455" 530" .621"" 575" 1.000

**_Correlation is significant at the 0.01 level (2-tailed).
*, Correlation is significant at the 0.05 level (2-tailed).
Source:Primary data

4.3.1 Control environment and employee performance

Table 4.11 above revealed that there is a positive significant relationship between control
environment and employee performance (r=0.364"" p<.01). This suggests that when policies and
procedures are in place that ensures SACCO staff are aware of their roles and responsibility
concerning the implementation of internal control this lead to improved employee performance.
4.3.2 Risk assessment and employee performance

Table 4.11 above revealed that there is a positive significant relationship between risk
assessment and employee performance (r=0.621"" p<.01). This suggests that SACCO which has
a mechanism to identify and react to risks present in the operational environment such as the
government restrictions related to the COVID-19 pandemic achieve improved employee
performance.

4.3.3 Control activity and employee performance

Table 4.11 above indicated that there is a positive and significant relationship between control
activity and employee performance (r=0.455**p<.01). This implies that the SACCO which has
financial procedures for verification, reconciliation, authorization, and approval of fund

withdrawals makes them perform better.
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4.3.4 Information communication and employee performance

Table 4.11 above indicated that there is a positive and significant relationship between
information communication and employee performance (r=0.530**p<.01). This implies that
frequent communication between management and the board of directors about SACCO
operations and the fulfillment of their respective roles and duties enhance task performance and
contextual performance.

4.5.4 Monitoring and review and employee performance

Table 4.11 above indicated that there is a positive and significant relationship between
monitoring and review and employee performance (r=0.575**p<.01). This means that a
continuous monitoring and review of staffing, level of training, and competence of people
involved in performing internal control activities enhance task performance of employees.

4.4  Regression analysis

The regression analysis model was used to test the effect of the predictor variables on the
dependent variable. This was done to determine the extent to which the predictor variables
(control environment, risk assessment, control activity, information communication, monitoring
and review) impact on the dependent variable (employee performance). That is, the percentage
change in the dependent variable accounted for by the changes in the independent variable.

Regression findings are presented in Table 4.12.
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Table 4.12: Multiple regression results

Unstandardized Standardized

Model Coefficients Coefficients
B Std. Error Beta t Sig.

(Constant) -.993 670 -1.482 142
Monitoring and review .057 .094 167 2.606 .000
Information and 080 058 136 2368 000
communication
Risk Assessment .287 .055 AT75 5.237 .000
Control Activity 127 182 .337 3.991 .000
Control environment .095 .073 102 2.298 .000
Model Summary
R 7728
R Square 596
Adjusted R Square 568
F Change 24.222
Sig. F Change .000°

4 Predictors: (Constant), control environment, risk assessment, control activity, information

communication, monitoring and review

b Dependent Variable: employee performance

Source: Primary data

Multiple regression analysis was used to determine the predictive power of independent variables
on the dependent variable. Regression findings in Table 4.12 revealed that independent variables
predicated up to 56.8% (adjusted R square = 0.568) of the observed variance in employee
performance. Risk assessment was found to be the most significant predictor of project
performance (Beta = 0.475, Sig = .000). This means that a positive change in risk assessment
leads to change in employee performance. Control environment was observed to be the least

significant predictor of employee performance (Beta = 0.102, Sig = .000). This means that a
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positive change in Control environment leads to a change in employee performance. The overall

model was found to be significant.
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CHAPTER FIVE

DISCUSSION, CONCLUSION AND RECOMMENDATIONS
5.0 Introduction
The current study investigated the relationships between internal control and employee
performance in SACCOs in Adjumani and Moyo districts. The study was guided by five research
questions. This section presents the discussion of the study findings, conclusions and
recommendations.
5.1  Discussions
The discussions are arranged according to the five research questions.
5.1.1 Relationship between Control Environment and Employee Performance in SACCOs
The study findings showed a positive and significant relationship between control environment
and employee performance. This suggests that when policies and procedures are in place that
ensures SACCO staffs are aware of their roles and responsibility concerning the implementation

of internal control this lead to improved employee performance.

The study findings concur with the findings of Bainemasanyu (2020) who found that the control
environment positively affected employee performance leading to reduction of
counterproductive behavior and employee efficiency. However, Sahabit et al. (2017) in their
study also found a positive but insignificant relationship between control environment and
employee performance. While,Wardayati et al. (2019),Wardayati and Arif (2017), and Maharani
et al. (2015) which did not find a significant relationship between control environment and

employee performance.
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5.1.2 Relationship between risk assessment and employee performance in SACCOs

The study finding found a positive and significant relationship between risk assessment and
employee performance. This suggests that SACCO which has a mechanism to identify and react
to risks present in the operational environment such as the government restrictions related to the

COVID-19 pandemic achieve improved employee performance.

The findings of the study support those of Momanyi and Njiru (2016), Kibui and Moronge
(2014), Sewanyina et al. (2021) and Magali (2013) who found a relationship between risk
assessment and management and employee performance. For instance, Momanyi and Njiru
(2016) found that SACCOs had established financial risk management practices to manage
financial risk such risk identification, monitoring, assessment and mitigation. SACCO staff
therefore implemented these measures which increased their overall performance. Furthermore,
Kibui and Moronge (2014) in their study also found that Harambee SACCO had risk
management strategies such as use of guarantors, collaterals, shareholding and insurance. They
also found that staff rated the creditworthiness of members based on outstanding debt, debt
payment while giving out loans which increased their productivity and helped the SACCO to
easily detect overdue loans, and reduce bad debts. Likewise, Sewanyina et al. (2021) in their
study conducted in Western Uganda found that SACCOs staff identified risks associated with
different policies before implementation, had risk assessment policies and procedures and
assessed clients before giving out loans.

5.1.3 Relationship between Control Activities and Employee Performance in SACCOs
There is a positive relationship between control activities and employee performance. This
implies that the SACCO which has financial procedures for verification, reconciliation,

authorization, and approval of fund withdrawals makes them perform better.
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The study's findings are consistent with those of Mwango (2016) and Nakanjako (2018) and
Olufunmilayo et al. (2018) who showed a positive significant relationship between the control
activities and employee performance. Additionally, Wardayati et al. (2019) conducted a study on
performance improvements through internal control, experience and individual rank. Study
results showed that control activities positively influenced the performance of employees. The
presence of clear and appropriate separation of duties where each activity conducted by
employees was known and approved by management, including employee understanding of tasks
and how they will be evaluated influenced accuracy and timeliness. Similar findings were
reported from studies conducted by Idawati (2018) and Maharani et al. (2015) which concluded
that control activities have a positive bearing on employee performance.

5.1.4 Relationship between Information and Communication and Employee Performance
in SACCOs

The study findings revealed that there is a positive significant relationship between information
and communication and employee performance. This implies that frequent communication
between management and the board of directors about SACCO operations and the fulfillment

of their respective roles and duties enhance task performance and contextual performance.

The findings are consistent with the findings of Idawati (2018) and Wardayati and Arif (2017)
showed that information and communication positively impacts employee performance. A study
by Karanja (2015) on influence of communication on performance of a SACCO showed that
communication affects employee and subsequent organizational performance. Results showed
that provision of necessary communication tools and use of multiple mediums (phone calls,

emails and face-to-face) of communication stimulated staff accomplishment of tasks. Similarly,
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studies by Idawati (2018) and Wardayati and Arif (2017) in Indonesia showed that information

and communication positively impact employee performance.

However, a study by Cheptoo & Sigara, (2017) in Kenya found that internal communication
challenges such as delayed feedback from supervisors, unapproachable managers, and lack of
clear instructions affects employee task performance. Likewise, Wardayati et al. (2019) in their
study conducted in Indonesia showed that information and communication did not affect
employee performance. They found that even though employees were provided with accurate
and timely information, it did not affect the accuracy and timeliness of employees completing
their work. Likewise, a study by Maharani et al. (2015) did not also find a significant
relationship between information and employee performance.

5.1.5 Relationship between monitoring and review and employee performance in SACCOs
The study findings revealed that there is a positive and significant relationship between
monitoring and review and employee performance. This means that a continuous monitoring and
review of staffing, level of training, and competence of people involved in performing internal

control activities enhance task performance of employees.

The findings are consistent with the findings of Kipchirchir (2019) who found positive
relationship between monitoring and staff performance. Also, Nsambu and Kyomuhendo (2022)
in their study conducted in Mbarara to investigate how internal controls affect managerial
competence and performance found a positive relationship between monitoring and review and
staff performance. They also found that SACCO management routinely monitored staff,
reviewed policies and put in place an independent verification of transactions with a clear
channel of reporting and auditing. Similarly, a study by Kipchirchir (2019) in Nairobi, Kenya

also found strong positive relationship between monitoring and staff performance. He found that
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SACCO management reviewed reports and resolved non-complaint issues and monitored process
and procedural checks among staff which reduced risk of fraud.

5.2  Conclusion

Base on the findings, the study concludes that there is a positive relationship between internal
control and employee performance. The study finds strong significant relationships between
control environment, risk assessment, control activities, information and communication,
monitoring and review with employee performance.

53  Recommendations

There is a need for the SACCO boards in Adjumani and Moyo districts to improve all facets of
internal controls in order to ensure that they perform as per their mission and objectives, and

protect members’ savings.

There is a need for SACCOs to have robust risk assessment in place to protect the savings of

their members.

There is need for continuous monitoring and review within the SACCOs to support employee
perform their tasks

54  Study Limitations

Most of the Sacco’s were actually dormant and had closed during Covid thus reducing the

sample size and because of time constraints | could not stretch to other Districts

In addition, the study used a non-probability sampling procedure, simple random sampling which

is associated with bias and not willingness to participate.

By adopting a quantitative design, the researcher had limited options of responses restricting the
attainment of additional information.
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APPENDIX |

INFORMED CONSENT
Introduction: You have been selected to participate in this academic study as a staff of a
SACCO. This consent form explains the research study you are being asked to participate in.
Please review this form carefully or (listen carefully to what I will be reading from this form) and
ask any questions about the study before you agree to join. You may also ask questions at any
time after joining the study.
Purpose of the study:The study intends to assessthe Internal Control and Employee
Performance in SACCOs during the COVID-19 pandemic. The study will assess the extent to
which 5 selected components of Internal Control affect the employee performance of SACCOs in
Adjumani and Moyo districts.
Procedures: You were randomly selected to participate in this survey because you are a staff of
one of the selected SACCOs in Adjumani and Moyo districts. Participation in this study is
completely voluntary and if you agree, you will be asked to provide signed consent. Thereafter,
you will be provided with a self-administered questionnaire and asked to fill it in while ensuring
the highest level of confidentiality. It might take you 5-10 minutes to fill in. Your honesty and
openness in answering the questions will be very helpful to this study. There is no right or wrong
answer
Who will participate in this survey? This study is being conducted in 29 SACCOs in Adjumani
and Moyo districts and will involve 60 participants. This study has been undertaken to fulfill the
partial requirement for the award of a Degree of Master of Business Administration of Makerere
University Business School.
Risks and discomfort: This study entails participants answering questions on leadership styles
and organizational performance. Since you will be answering personal and confidential
information related to your SACCO performance, you might feel some emotional discomfort.
Benefits of participating in this survey: There will be no direct benefit to you for participating
in this survey. It is also hoped that the information that shall be generated by this study will
provide a basis for improving the internal control systems of SACCOs.
Protecting data and confidentiality: The records of this study will be kept confidential and no
identifying information will be collected. All information collected will be analyzed and used to

make an academic report, which will not include any individual information. The information

66



collected will be used for research purposes only, should you have any queries please don’t

hesitate to ask for clarity.

Student: Candia Gloria
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APPENDIX 11
QUESTIONNAIRE FOR SACCO EMPLOYEES
Instructions: Answer the following questions by ticking/circling the most correct alternative
provided or by answering in the spaces provided.
Section A: Demographic Data
1. What iS YOUr 8QE7.....cevveerierirriieieeienieanins
2. Gender
a) Male
b) Female
3. What is your marital status?
a) Married
b) Single
c) Divorced/Separated
d) Widowed
e) Others
4. What is your highest level of education?
a) Certificate
b) Diploma
c) Degree
d) Masters
e) Others (Specify)......ccooviviiiiiiiiiiiis
5. What is your position?

a) Credit Officer
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b) Credit Manager
c) Chief Executive Officer (CEO)
d) Accountant
€) Others Specify.......cooviiiiiii i
6. How long have you worked with this SACCO?.........cccccvvviiniienieeene
Section B: INTERNAL CONTROL SYSTEMS IN SACCOs
Please tick according to your level of agreement or disagreement whereby 1=Strongly disagree

(SD), 2=Disagree (D), 3=Not Sure, (NS) 4=Agree (A) and 4=Strongly agree (SA)

SIN | Items [SD |D [NS[A [SA

| Control Environment

1. Our SACCO has an established mission statement, and the |1 2 |3 |4 |5
management set realistic and measurable goals and plans to meet
SACCO objectives

2. The SACCO management and board of directors’ commitment to | 1 2 |3 |4 |5
integrity and ethical behaviour are consistently and effectively
communicated through words and deeds.

w
N
w
N
(6]

Our SACCO has an accounting and financial management system | 1

D
o1

4. The management and board of directors are committed to the |1 2 |3
operation of this SACCO

5. Policies and procedures are in place that ensures SACCO staff are | 1 2 |3 |4 |5
aware of their roles and responsibility concerning the
implementation of internal control.

6. The management and board of directors closely monitor the | 1 2 |3 |4 |5
implementation of internal control systems in our SACCO.

\ Risk Assessment

1. Our SACCO has a strong risk management system 1 2 |3 |4 |5

2. The management and board of directors often identify risks that | 1 2 |3 |4 |5
affect the achievement of the SACCO objectives

3. Our SACCO has criteria for assessing the levels, impact, and | 1 2 |3 |4 |5
likelihood of risks occurring.

4. The SACCO management has put in place measures for mitigation | 1 2 |3 |4 |5
of risks that might affect the SACCO.

5. Our SACCO regularly anticipates and monitors risks 1 2 |3 |4 |5

6. Our SACCO takes measures to reduce and control risks associated | 1 2 3 4 5
with giving out loans.

7. The SACCO has a mechanism to identify and react to risks present | 1 2 |3 |4 |5
in the operational environment such as the government restrictions
related to the COVID-19 pandemic.
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Control Activities

There is proper supervision of the work of employees by their
supervisors

There is a segregation of duties; the SACCO management and
board of directors are independent of each other and perform
different tasks.

Effective controls are in place to avoid unnecessary expenditure;
budgets are reviewed to compare the actual and planned
expenditure.

The assets of the SACCO are identified and secured by online and
physical security.

The SACCO has financial procedures for verification,
reconciliation, authorization, and approval of fund withdrawals.

Management undertakes loan assessment verification and approval
of clients who need loans.

Management and board of directors periodically review policies;
their relevance, application and update them accordingly

The SACCO management and board of directors take corrective
measures to rectify identified system errors and weaknesses in the
internal control system.

Information and Communication

Management and the board of directors assess both internal and
external sources of data when identifying relevant information for
SACCO use.

There is frequent communication between management and the
board of directors about SACCO operations and the fulfillment of
their respective roles and duties.

The SACCO has an established mechanism of disseminating
relevant and timely information to staff

The SACCO has an established process of communicating relevant
and timely information to external parties.

The SACCO has a known means of reporting suspected fraud,
errors in financial reporting or false financial reports, and improper
use of SACCO assets.

The SACCO management frequently communicates financial
targets and performances in time.

Management receives timely, relevant, and reliable reports for
proper and timely decision-making

Communication helps us to evaluate how well SACCO policies and
guidelines related to internal control are being implemented.

Monitoring and Review

The board of directors periodically reviews Internal control systems
and provides appropriate feedback.

The board of directors routinely evaluates the SACCO’s accounting
system and deficiencies are rectified

Management and board of directors undertake self-assessments to

70




review whether adequate monitoring is conducted on internal
controls.

4. There is a review of staffing, level of training, and competence of | 1 2 |3 |4
people involved in performing internal control activities.

5. The SACCO hires the services of independent external auditors to | 1 2 |3 |4
review our internal accounting system and financial performance.

Section C: Employee Performance
Please tick according to your level of agreement or disagreement with the following statements.
There are no wrong answers; 1=Never (N), 2=Rarely (R), 3=Sometimes (ST), 4=Very Often

(VO), and 5= Always (A)

S/N | Statements N |[R |ST|VO
Task Performance

1. I manage to plan my work so that it is done in time 1 (2 |3 |4

2. | often keep in mind the results | have to achieve in my work 1 (2 |3 |4

3. | am able to perform my work well with minimum time and |1 |2 |3 |4
effort

4. I maintain a high standard of work 1 (2 |3 |4

5. I am capable of handling assigned tasks without much |1 |2 |3 |4
supervision

6. | often complete responsibilities specified in my job description |1 |2 |3 |4
or those assigned for my job position

7. I meet the formal performance targets and requirements of my |1 |2 |3 |4
job in time.
Contextual Performance N |[R |ST|VO

1 Whenever | am free, | take on extra responsibilities at work 1 (2 |3 |4

2 | often start new tasks when my old ones are finished without |1 |2 |3 |4
being directed by my supervisor

3 I support my co-workers to accomplish their assigned tasks if 1 |1 |2 |3 |4
am free and needed.

4 | actively look for ways to improve my performance at work 1 (2 |3 |4

5 | often do more than is expected of me 1 |2 |3 |4

6 | often look for creative solutions to address new problems with |1 |2 |3 |4
my work.

7 In the past year, | have support co-workers learn job-related |1 |2 |3 |4
tasks and aspects.
Counterproductive Work Performance (CWP) N |[R |ST|VO
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1. I complain about unimportant matters at work

2. Sometimes, | make work problems greater than they were

3. I focus on the negative aspects of the work instead of the
positive aspects.

4. I do less than is expected of me

5. In the past year, | have ever purposely destroyed a work
colleagues’ or SACCQO’s property

6. Sometimes, | purposely failed to follow instructions regarding
my work in the past year.

7. In the past year, | have ever refused to cooperate to work with a
colleague.

8. | took money from the SACCO without the knowledge of the
management in the past year.

9. Sometimes, | have neglected work-related procedures on
purposes in the past year.

10. | I have ever taken money from a client of the SACCO without
knowledge of management

11. | I spoke with people from outside the SACCO about the negative

aspects of my work.

Thank you for your participation
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