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ABSTRACT

Effective internal controls are important in ensuring that organizational performance is achieved. Local
municipalities play a key role in the provision of different services to the citizens. This study explored
employee perspectives on the effectiveness of the Internal Control Systems on the performance of Lusaka City
Council on service delivery. The study used a qualitative research methodology to collect data through
interviews and employed reflexive thematic analysis for interpretation. A sample of 5 participants, participated
in the study. The findings of the study revealed that the internal controls present at the local authority are not
very effective due to unnecessary bureaucracy, inefficient systems lacking effective monitoring by
management and political interference in the enforcement and implementation of internal control systems at
the local authority. Furthermore, this paper highlights inadequate policies and procedures in the internal
control systems, indicating the need for an effective and efficient internal control systems to be integrated in
the current systems in place. Based on these findings, the study recommends that the local authority enhances
its internal control systems by ensuring that they have a strong internal control environment where internal
control activities in form of policies and procedures are adequate.
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INTRODUCTION

Internal controls have gained prominence in the recent years and have continued to affect organisational
performance. With a complex dynamic and ever changing business environment and recent business failures
and collapse of high profile and profit institutions such as Enron and Baring Bank, around the world being
ascribed in part to internal controls challenges, it has become necessary that organisations understand the
importance of internal control systems and find ways of ensuring that they are effectively implemented. Local
Municipalities have an important role of providing public services to the communities and businesses they
operate in, however they have continued to face challenges in their service delivery. The Auditors reports of
2016 to 2020, states that most Local Municipalities have weak internal control systems thus the reason they
have continued to provide poor service delivery to the residents in their different jurisdictions.

Internal controls are processes designed and effected by those that are charged with governance, management
and other personnel to provide reasonable assurance about the achievements of an entity’s objectives with
regard to reliability of financial reporting, effectiveness and efficiency of operations and compliance with
applicable laws and regulations (Mwindi 2008). Otoo et al (2023), states that an efficient internal control
system aids organisations in realizing its goals of providing trustworthy financial information as well as
protecting its assets and other significant resources.

BACKGROUND

The Committee of Sponsoring Organisations of the Treadway Commission (COSO 2013) defines internal
control as a system put in place by the board of directors, management, and other staff members to provide
reasonable assurance in achieving control objectives. Local Municipalities are public entities and need to be
accountable and transparent. Internal controls are put in place to ensure adequate management of resources and
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proper accountability. According to Yuan (2019), effectiveness of internal controls refers to the degree to
which the establishment and implementation of internal control provides reasonable assurance for the
achievement of control objectives, including the effectiveness of internal control design and the effectiveness
of internal control operations.

According to the auditors reports 2016 to 2020, however, it has been observed that most Local Municipalities
have weak Internal Control Systems and others have failed to strengthen the implementation process of
internal controls. According to Ringo (2013), despite the existence of internal audits in various Local
Municipalities with internal control systems in place, financial crimes have persisted in the form of fraud
irregularities and even breaches of other controls. As a result of weak internal control systems, most Local
Municipalities have failed to meet their mandate of quality service delivery and thus have continued offering
poor services in the communities they serve such as failure or poor refuse collection, poor street lighting, poor
road systems, failure to maintain gravel roads, unplanned settlements and other social services resulting in
most Local Municipalities underperforming and having poor service delivery.

Problem statement

A well-managed Internal Control System enables public resources to be utilized according to the agreed upon
strategic priorities and ensure allocation efficiency and hence lead to operational efficiency and achieving
value for money in the delivery of services. Drawing on the agency theory, Internal Control Systems play a
vital role in enhancing the performance of institutions. This how ever has not been the case of most Local
Municipalities in Zambia. Local Municipalities have continued to face challenges in the management of public
resources and this has contributed to poor service delivery by most Local Municipalities resulting in poor
performance by these organisations. The auditor’s reports (2015 - 2019) shows that most Local Municipalities
have weak Internal Control Systems. This is Evidenced by the continuing incidences of unproductive
spending, recently, when over K700 million was lost in salaries to “ghost workers due to poor controls and
over K1.5 million during a period of six months in 2023 through alleged looting and misappropriation
(Chitangala, 2023). The report sights misappropriation and weak control systems as some of the major
challenges that have resulted in continued poor performance by Local Municipalities.

Purpose of the Study

The purpose of this study was to understand from the employee perspectives the effectiveness of Internal
control systems on the performance of Lusaka City Council on service delivery.

LITERATURE REVIEW

According to a study by Yuan (2019), A review of domestic internal control literature in recent years’ states
that effectiveness of internal control refers to the degree to which the establishment and implementation of
internal control provides reasonable assurance for the achievement of control objectives, including the
effectiveness of internal control design and the effectiveness of internal control operations. Yuan (2019)
further states that effectiveness of internal control refers to the degree to which internal control objectives are
achieved through the good fit and compliance between internal control elements and their external
environment, and between system related people and systems.

Opoka (2023), states that, there is a general perception that internal controls in government institutions are
weak and as such, failure by these institutions to observe and meet the objectives for which they were
established for. Most employees in government institution attest to malfunctioning organizational control
systems. Owusu-Ansah (2019), stated that there is a lack of mutual understanding regarding the successful
functioning of internal control structures. The destruction of internal controls in the public sector, particularly
in local government systems predetermines the need for standard features of new efficient Internal control
systems to promote efficiency, effectiveness and compliance with rules and regulations.

In a study titled “the effectiveness of internal control systems in the Vietnamese credit institution by Thinh,
Anh and Tuan (2014), a qualitative research approach was utilised. The findings revealled that all components

Page 2919 www.rsisinternational.org


http://www.rsisinternational.org/

INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (I1JRISS)
ISSN No. 2454-6186 | DOI: 10.47772/1JRISS | Volume IX Issue 1l March 2025

%, S
¢ RSIS ~

of control systems in Vietnamese credit institutions enhance the effectiveness of internal control systems.
Furthermore, a study by Gamage et al (2014), considered the effectiveness of the Internal Control Systems of
128 subjects in bank branches in Sri Lanka. The authors used descriptive statistics. The results showed the
effectiveness of the Internal control systems. However, the perception of employees and some problems of risk
still exist in the internal control systems.

Opoka (2019), further states that perception, in reality is how an employee understands how a particular task
should be performed and understands the whole concept surrounding what should be done. This means that
employees in the public sector institutions believe that there are underlying procedures or control that provides
the paths on how public activities should be performed. A study by Sharma and Senan (2019) on internal
controls in the banking sector found that internal controls systems were highly effective. According to
Masanga and Masimba (2020), reinforcement of staff perception on the importance of internal controls as
related to organizational performance is critical. In organisations were rules, procedures, processes and
regulations are followed, staff will be motivated and will strive to follow the same. Following rules,
procedures and regulations enhances staff and company performance by increasing efficiency, reducing
wastage and enhancing productivity. Staff perception results in a sense of job security of a well-run
organisation leading to better firm performance. A study by Transparency International (2013) on performance
of county governments in Kenya noted that county governments were facing challenges in measuring their
performance in terms of citizen perception on service delivery, communication, reporting and financial
accountability to key stakeholders.

A study by Thao, (2018), effectiveness of the internal controls in the private joint stock commercial banks in
the Thai Nguyen province, Vietnam, the research used exploratory factor analysis regression to analyse the
effects of factors on the effectiveness of the internal control system. From the results of the study it was
concluded that the internal control systems of the private joint stock banks in Thai Nguyen province is at a
fairly level of effectiveness based on the basis of factors of the internal control system.

Another study by Ong’are and Njeru (2022) on the effectiveness of internal control systems on fraud
prevention among state corporations in Kenya: a case of Kenya pipeline company used a descriptive design.
The findings showed that segregation of duties is a key internal control systems component that influence
effectiveness of Kenya pipeline company and recommended that the management should emphasis and train
members of staff of their significance.

Theoretical framework

The study made use of the Agency theory which is an economics-based control system design that has been
used extensively to model the Internal Control System choices available to firms. The theory focuses mainly
on the relationship between the principals and the agents.

An agency relationship is one in which “one or more persons (the Principal) engages another person (the
agent) to perform some service on their behalf which involves delegating some of the decision making
authority to the agent” (Meckling & Jensen, 1976).

The underlying assumption of agency theory is that all individuals are considered to be motivated solely by
self-interest and therefore the action taken by the agent may diverge from the cooperative action. Agency
theory therefore, largely focuses on methods and systems — and their consequences that arise to try and align
the interests of the principal and the agent. Bosse and Phillips (2016) and Yusuf, Yousaf, and Saeed (2018)
stipulated that the agency theory is the most used tool to examine corporate governance. The theory was
chosen in the study because internal control is one of the many mechanisms used in business to address the
agency problem, further more studies have shown that internal controls reduce agency cost

Philosophical underpinnings and Research design

The philosophical assumption of the study was interpretivism paradigm approach. This paradigm emphasizes
and acknowledges that understanding is derived from human experiences. The ontological assumption of the
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study was the relativist ontology with multiple realities. This study employed a qualitative approach design to
understand the effectiveness of internal control systems on the performance of Lusaka city council on service
delivery from employee perspectives. According to Islam and Aldaihani (2022), qualitative research is
instrumental in uncovering novel insights by delving into the intricacies of relationships, activities and
contextual situations. The study encompassed senior management who had knowledge and understanding of
internal control system.

Sampling Technique

A purposive sampling technique using maximum variation sampling was employed to recruit participants.
Maximum variation sampling was used because it aims to capture a wide range of perspectives by including
participants with varying characteristics and experiences (Haambozi et al 2024).

Sample Size

The sample size for the study was five participants at Lusaka City Council all of whom willingly participated
in the study. The sample size was determined based on the completeness of the data and the achievement of
data saturation, where repetition or confirmation of previously collected data occurs.

Data generation and analysis

Qualitative data analysis is the systematic process of examining and interpreting non-numerical data to gain
meaningful insights and generate new knowledge. It gives a study an opportunity to reduce data to its simplest
form for easy interpretation. In-depth interviews were used for collection of data for this study. This study
adopted thematic analysis for its qualitative data analysis. The data for the study was manually analyzed.

Thematic analysis is defined as the method for identifying and analysing different patterns in the data (Braun
and Clarke 2006). According to Dawadi (2020), thematic analysis is a qualitative research method that
researchers use to systematically organize and analyse complex data sets.

The qualitative data obtained from the participants was analysed using the following steps in thematic analysis
(Clark and Terry, 2012):

a. Getting used to the data

b. Group primary coded data

c. Searching similarities from coded data

d. Studying and reviewing the possible themes

e. Final classification of themes and subthemes

f. Giving a report on the data collected (Clark and Terry 2012)
Ethical consideration

The study adhered to all the essential ethical principles throughout its investigation. The study had approval
from the University of Zambia through the Humanities and Social Science Research Ethics committee
(HSSREC) under reference number 2024-MAR-007.

RESEARCH FINDINGS AND DISCUSSIONS

The study sought to understand employee perspectives on the effectiveness of internal control systems on the
performance of Lusaka City Council on service delivery. Internal control systems are important in any
institution as they improve performance.
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Participants were asked about their perceptions on the effectiveness of internal control systems on the
performance of Local Municipalities on service delivery. The participants had a good understanding of internal
controls systems and how they expected them to operate if well implemented. Participants stated that the
internal controls were not very effective and efficient.

According to P1 observation,

“There is so much administrative delays and red tape that causes inefficiencies in the running of the council
which leads to poor service delivery”.

These findings support Kaufmann et al (2018), that administrative delays lead to more red tape, which makes it
difficult for organisations to serve their clients. Furthermore, studies show that red tape has caused
inefficiencies in the public sector by upsetting organisational frameworks in different jurisdictions. Sarahadil
(2024) noted that bureaucratic red tape complicates staff duties, diminishing governmental effectiveness.

Similarly, P2 noted,

“Sometimes there is so much unnecessary bureaucracy and as a result, some officers have a way of doing
things and skipping the laid down procedures and this ends up compromising the way tasks are supposed to be
done. I can tell you that the internal controls are not very effective due to the continued misappropriation that
are in the system and sometimes these are even encouraged by some senior officers using junior officers. The
system is designed to fail from onset”.

This finding is supported by Sarahadil (2024), who states that the complexities of procedures can lead to
delays in service delivery, frustrating the public and eroding trust in public agencies. Red tapes’ influence on
employee behaviour and motivation cannot be overlooked. VVan der Voet (2015), argued that red tape adversely
impacts individual employee behaviour. This will lead to organisational objectives not being meet and as a
result lead to poor service delivery. When internal controls are not efficient, organisations are faced with
numerous challenges which hinders the provision of quality services.

Moreover, P3 had the following to say on the effectiveness of internal controls,

“The internal controls are not effective and efficient because the unit that is supposed to spear head and
ensure that every employee is adhering to the controls in place does not have the adequate capacity and there
is less interest from other departments. The department is always seen playing a witch-hunting role even when
it is not. The council needs to provide capacity to the audit department and clearly outline their roles to make
them effective for them to carry out their mandate effectively”.

The findings are in agreement with Babetope (2019), who stated that the inadequacy of staff, poor funding and
lack of segregation of duties in the internal audit department is a hindrance to the effectiveness of the internal
audits in the public sector. Furthermore, findings by Hamza et al (2023) indicate that the size of an internal
audit department has a significant impact on the efficacy of the internal auditors. To effectively carry out its
duties and responsibilities, the internal audit function requires adequate resources. Alzeban and Gwilleam
(2014) emphasize the importance of empowering internal audit with sufficient resources.

P4 shared that,

“Internal control systems have been improving in the recent past years based on the recommendation the
council has been putting in place. Previously the internal controls were very weak and the council was losing
a lot of money and resources through fraud and corruption, however there has been a change because of
compliance to directives that are being enforced. We are not where we want to be, but we shall get there. The
Audit function recently has become very proactive in the monitoring process and with this background | can
state that the internal controls are slowly improving in as much as they have not been very effective and
efficient which has also affected our service delivery in the district.
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Najah (2018) study, agrees with the findings and shows that internal controllers and internal auditors within
the organisation are important and contribute to the protection of the internal control systems against fraud,
errors and non-profitability or waste that may hamper the achievement of organisational goals and make it less
effective. More particularly, the internal audit function was judged to be the most important control function,
due to the interesting role that it plays in terms of monitoring the internal controls of an organisation. Effective
performance and the implementation of adequate oversight are sometimes hampered by lack of funding, as it is
difficult for managers to hire extra staff to guarantee a sufficient division of functions Wadesango (2017).

However, P5 stated that,

“Internal controls are moderately effective and efficient and they have contributed positively to the way the
council was being ran. As an employee | have seen and observed how the council has been able to achieve
some of the objectives compared to the past. Service delivery has equally improved especially that interference
from some political carders has reduced significantly. Compliance levels have improved especially when it
comes to the way constituency development fund is administered.

The claim is consistent with a study done by Serem (2016), who argued that internal controls are a very
important system for service delivery in commercial banks in Kenya. Another study by Ongunya and Abbey
(2019) agreed that internal controls had a significant relationship with service delivery in the health services.

The participants equally noted that an effective internal control system would result in better management of
resources. However, this has not been the absolute case with the council.

P1 stated the following,

“There are people overriding internal controls which is wrong and should not be the case. Why have controls
in the first place if you are not going to adhere to them. Internal controls need to be explained to everyone for
them to appreciate them. This would lead to the council reducing on the unnecessary audit queries that we
have year in year out. The internal controls are there; they are not just effective as we would expect. | have
experience both in the private and public sector, we just don’t respect the systems we have in place.

The study is in agreement with Indriani (2016), who observed that companies with weak internal control will
have many gaps that make an opportunity for their management or employees to manipulate transactions.
There is need to train everyone on the importance of internal controls and that anyone who breaches the
controls in place should understand the consequences that result from that.

Similarly, P3 acknowledged that internal controls systems are there in the council and according to them, they
are not very effective due to unethical behaviour.

“Internal control systems are there in the council, however they are only working at the top and not at the
bottom. If you assess the current system, you will discover that most senior personnel in the council
understands how the system is supposed to operate and simply ensure they are not on the wrong side of the
law.

The major problem has been that, if one violates or is founding wanting, they request for a transfer. This has
caused a lot of problem in the Local Municipalities. Most junior employees are used to work around the
internal controls and then transferred if they are faced with disciplinary charges.

The study findings are in agreement with Masamnga (2018), who found that unethical behaviour of employees
within organisational resources was a main challenge in internal controls. Effectiveness of internal control has
a negative effect on unethical behaviour. The findings in Shintadevi (2015) study, it was found that ethical
values in the form management can reduce the drive to act dishonestly, illegally and unethically by employees.
The existence of effective internal controls is expected to minimize unethical behaviour that can lead to
accounting fraud on the company which affects service delivery.
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However, P2, further states and emphasises the need of effective internal control systems and understands their
importance on service delivery.

“The Local authority has failed to ensure that they deliver services effectively in their jurisdiction. The council
needs to work extremely hard in ensuring that they improve on internal controls. By the way, the internal
control systems are there and just need to be strengthened. This calls for management becoming proactive and
getting fully involved in the entire process and not when it suits them.

The continuous failure by Lusaka city council to provide quality services has continued to be a challenge. A
study by Moji et al (2022), findings agree and show that most Local Municipalities have experienced
challenges in providing quality service delivery. According to Steyn and Van Heerden (2011), there was
perceived lack of basic service delivery and wide spread corruption in municipal councils. Internal controls
have to be strengthened and to be able to enjoy quality service delivery.

Those tasked to drive the agenda of ensuring that internal control systems are working effectively have been
sighted as part of the stakeholders that continue making the internal controls not being very effective.

P2 and P3, further had the following to say on transparent and accountability.

“Management is not very transparent and to a certain extent not very accountable on how they use the
financial resources. The council is responsible for service delivery however; we are not achieving this
responsibility as expected. The council has the ability to generate enough money but we wonder why we keep
failing? Misplaced priority has contributed and failure to engage openly thus resulting in lack of transparency
and failure to be accountable of the resources that have been entrusted to the council.

According to findings by Ahmad (2017) on internal controls not being very effective, and agreeing with the
current study, internal control systems have no significant impact on the financial accountability and
transparency hence affect service delivery negatively. Accountability is the manner on how the resources are
used in relation to objectives. The concept of local government financial accountability is the degree to which
the local government explains or justifies what it has done or failed to do to the public or people within its
jurisdiction.

Additionally, P1 had this to say,

“Management has been transparent and accountable even though the internal controls have been weak. They
are not very effective because they are those that are benefiting from the current status. Unfortunately, this has
been the trend for a very long time and there is no political will to change the status quo. It’s either you fit in
or you find something else.

CONCLUSION

This study sheds light on employee perceptions on internal control systems at Lusaka city council on service
delivery. Based on the findings of the study, it can be concluded that the internal control systems are not very
effective at Lusaka city council and thus poor service delivery by the council. Having effective internal control
systems significantly influence the performance of institutions and the Local authority would benefit from this
and improve on its service delivery. The objective of the study was meet, bringing out the need to have
transparency and accountability, reducing on bureaucratic procedures, would significantly improve service
delivery at Lusaka city council. Lusaka City Council has to ensure that all the five components of internal
control systems are present and effectively and efficiently working to ensure effectiveness of the internal
controls and performance on service delivery.
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RECOMMENDATIONS

Given the importance of effective internal control systems on the performance of the council on service
delivery:

Lusaka City Council should focus on enhancing its internal control systems. This should include
implementing systems that support a strong controls environment that will improve service delivery

Lusaka City Council should strengthen the audit function and capacitate it to improve its effectiveness
which will result in effective in service delivery

Lusaka City Council should ensure that there is stiff punishment for unethical behavior in the council

iv. Lusaka City Council should ensure that policies and procedures are well communicated to all
employees in the council to improve performance and effectiveness on service delivery
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