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ABSTRACT
This study aimed at examining internal control systems and financial management in PDLG.
Internal control systems are integral components of the management processes of public
sector organizations. They are established in order to provide reasonable assurance that
ensures financial operations are carried out transparently and accountably in the most
effective and efficient way to the benefit of the stakeholders. The internal control system is
analyzed using variables of control environment, monitoring controls and control activities.
The study was anchored on contingency theory of management and the agency theory. The
main objective of the study was to examine the effect of internal control systems on financial
management in PDLG. The descriptive research design was adopted from a sample of 33
employees working in local government where quantitative method was applied in data
collection and analysis. The descriptive design was suitable because it addresses major
objectives and research questions proposed in the study adequately. The study gathered
primary data which was established through questionnaires to randomly selected employees
from local government. The use of questionnaires was recommended since it guarantees
confidentiality to the respondents. Descriptive statistics was used in the data analysis and
information presented in statistical forms. Correlations and linear regression analysis were
also used to analyze the relationship between ICS and FM. The study realized that control
environment, monitoring activities and control activities as indicators of ICS, have a
significant influence on financial management in local government. Therefore, the study
recommends that ICS in the local governments need to be improved mostly on
implementation of physical controls, effective formalized human resource policies, approval

and segregation of duties to ensure accountability of organizational resources be upheld.

Xii



CHAPTER ONE: INTRODUCTION

1.0 Introduction
The study considered the impact of Internal Control systems on the Financial Management of
district local government, a case study in Pallisa district local government.

1.1Background of study

Financial management resources are the backbone of every business. They are resources in
the form of cash, liquid securities and credit lines available to a business for spending and it
is used in the administration of business making. It is regarded as the best functional
departments of management for various state-owned entities, making it a lifeline of an entity.

Globally, there has been growing concerns regarding the quality of financial management
world wide mostly in the growing developing and high aid recipient countries of South East
Asia andEurope. In SouthEast Asia, in India, the country has got deepened concerns in terms
of financial management practices in effecting public financial reforms; this is due to
substantial burden of about 1.38 billion people capacity in basic budgeting functions. Many
concerns of inefficiencies in strategic resource allocation and public service delivery arose.
According to the Auditor General’s report , the India’s Federal government suffered from
poor implementation of results-based budgeting reforms, the budgetary allocation of USD
1.78billion showed myriad problems, non-measurable targets, inconsistent and unreliable
reported data, limited financial controls and unchecked use of process and output indicators,
and such issues derailed the potentiality of public financial management on service
delivery(Akinleye & Kolawole, 2020).

In African Continent, in the Sub-Saharan countries, the continent struggles to develop in
terms of financial performance particularly across the region with countries like Central
African Republic, South Sudan and Zimbabwe; they’re the least developed by standards as
compared to other regions based on indicators of financial development, (Mutai & Robert,
2017)and this majorly was attributed to ineffective internal controls. For example, in the case
of Zimbabwe, despite the Governments’ considerations to improve FM performance by
strengthening its financial and internal controls, enhancing the resilience of the financial
system, tax administration and reducing nonperforming loans (Matoti, 2021), the country’s
economic difficulties are still crippled with a total public debt of $11.1 billion (53.9% of
GDP).The economic financial activities are severely constrained by tight liquidity conditions
resulting from limited external inflows and lower commodity prices (Kendie, 2018)

1
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