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ABSTRACT

The ONATRACOM was established by the law numbe087 of 03/02/2007 determining the
responsibilities, organization and functioning afd&da Public Transport Authority with function
of promoting  public transportation between Rwaada other countries; participating in the
implementation of the public transportation polafyMinistry in charge of transportation; perform
any other activity that is directly or indirectlglated to its objectives; and establish relatiomnd
collaborate with other regional and internaticagéncies with similar attributions.

In the recent days many public institutions haverbdisted by general auditor for being
mismanaged and are on the course of deficit. Tthdysaimed at examining internal audit growth
of public institutions, case study of ONATRACOM -wBnda. This research was conducted as a
case study using ONATRACOM in NYARUGENGE Distrigthe study was built at four specific
objectives which are to determine if internal aueéd to the business growth of ONATRACOM,
to find out if achieving internal audit increasé® tnet profit and sales of ONATRACOM, to
explore if there is internal sources of funds farquing growth opportunities in ONATRACOM,
to assess whether ONATRACOM is able to obtain ealesources of funds for pursuing growth
opportunities as a result of internal audit imp@chot.

The findings were got from 27 respondents as tihegpkafrom the total target population of 96.
Questionnaire was used as the technique to obtamagy data, while secondary data were
obtained through examining the existing literatat®ut the study. Chapter four presents the
finding in form of descriptive statistical tabletaing with the profile of the respondent and
findings in line with the research objectives, whs found out that ONATRACOM was failure in
its services because it was not achieve its tadgebgectives and in this company, the internal
audit was not effective in order to make perforneaot.that company.
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CHAPTER ONE

GENERAL INTRODUCTION
1.0 Introduction
This chapter presents the preliminary elements entopic which are the statement of the
problem, the purpose of the study, specific obyestiof the study, the research questions, and
the scope of the study. It also states the hypethdke significance of the study, the conceptual

framework and the definitions of key terms.

1.1Background to the problem

Internal audit is a long-standing function and dfeaive tool of management in many
organizations. According to Okezie,(2004)Internm&rnal auditing is an independent, objective
assurance and consulting activity designed to adblievand improve an organization's
operations. It helps an organization accomplish dbgectives by bringing a systematic,
disciplined approach to evaluate and improve tfecg¥eness of risk management, control, and
governance processes. Internal auditing is a cdtldy improving an organization's governance,
risk management and management controls by prayidsight and recommendations based on
analyses and assessments of data and businessga®c®Vith commitment to integrity and
accountability, internal auditing provides valuegmverning bodies and senior management as
an objective source of independent advice. Prajasts called internal auditors are employed by
organizations to perform the internal auditing\atgti OKEZIE, 2004.

The scope of internal auditing within an organizatis broad and may involve topics such as an
organization's governance, risk management and g@geament controls over:
efficiency/effectiveness of operations (includingfeguarding of assets), the reliability of
financial and management reporting, and compliavitte laws and regulations. Internal auditing
may also involve conducting proactive fraud auddsidentify potentially fraudulent acts;
participating in fraud investigations under theedtron of fraud investigation professionals, and
conducting post investigation fraud audits to idgrdontrol breakdowns and establish financial
loss. Internal auditors are not responsible fer élkecution of company activities; they advise

management and the Board of Directors (or similersight body) regarding how to better
1



execute their responsibilities. As a result of th®oad scope of involvement, internal auditors
may have a variety of higher educational and psaesl backgrounds.
A company’s accounting control practices (suchrasrnal auditing) is widely believed to be
crucial to the success of an enterprise as it asta powerful control system on the possible
deviations from the predetermined objectives arlitips.
Internal auditing is traditionally developed asaadit on behalf of management to ensure that:

» The existing internal controls are adequate aretaffe.

 The financial and other records and reports show sult of actual operations

accurately and promptly.
* Each unit of the organization follows the policasl procedures as laid down by the top
management.

This fact indicates the need or importance of aditadror the limited companies, it is
compulsory to have their annual accounts to betedidiy the independent and qualified auditor.
Sometimes income tax officials such as Rwanda Revekuthority, bank management and
lenders/creditors also require audited accountsreehaking any decisions.
Talking on the public institution, In general, abfia institution is governed by the state and
there is a board of trustees which is elected dmtrolling the institution. An educational public
institution has its council of members to conttw functioning of the educational body and the
funding for the organization occurs through thedakars.
According to Raw, (1986), Business growth refersatdusiness that generates significant
positive cash flows or earnings, which increasesighificantly faster rates than the overall
economy. A company associated with growth tendshawe very profitable reinvestment
opportunities for its own retained earnings. Busgas that grow are often seen in the technology
industries.
The company was created in 1970s as state-owndat pramsport enterprise, ONATRACOM
was given a social mission to operate in rurales@nd other routes which the private operators
cannot operate because they are not profitable.
Because of its social mission, ONATRACOM was eaditlto budgetary support from the
government and this would supplement the revenua® fthe transport services and other
services for the company to continue operating asoaopoly in transport services and other

services.



However, most of these services have been stripffed ONATRACOM and it is only left with
transport services. Production of car number plates been shifted to the Rwanda Revenue
Authority (RRA), vehicle technical inspection hasebh moved to the Rwanda National Police
(RNP), repair and servicing of government vehigdesow open for competition by the owners
of private garages, and management of taxi parkdbbkan decentralized to local administration
such as districts. Since 2008, the governmenalsascut the budget support to the company. As
a result, ONATRACOM started experiencing cash flpmblems in 2009. By the time the
government intervened in mid-2011, the companyd@imulated over Rwf2 billion in arrears
to staff, suppliers, and the revenue collector.

Regarding to ONATRACOM as a case study for thizaesh, was established by the law no
08/2007 of 03/02/2007 determining the responsiegdjtorganization and functioning of Rwanda
Public Transport Authority. This company has aonsbf promoting vehicle and ship public
transportation and to make less isolated differegtons of country with the aim of facilitating
the population in accessing development activi®snission. The function for ONATRACOM

was:

To promote public transportation between Rwandaather countries;

- To patrticipate in the implementation of the puliliansportation policy of Ministry in
charge of transportation;

- To perform any other activity that is directly adirectly related to its objectives;

- To establish relations and collaborate with otlegiianal and international agencies with

similar attributions;

Seeking to our research topic, the main purposafmiency internal audit is to evaluate /assess
the activities within the organization independgradimed at ensuring management efficiency
and performance of the companies and also actdhveater the internal control system. It also
shows the weak area for some improvement, the @a®@NATRACOM were it was observed
the business failures.

Through there many indicators of growth of pulglienpany such as ONATRACOM, this study

will place emphases in increase of company salgfipand expansion of operations.



1.2. The Statement of the Problem

It used to be that internal auditing in the pubdiector served as a simple administrative
procedure comprised mainly of checking accuracyrafsactions, pre-payment verification and
control, counting assets and reporting on pasttsvenvarious types of management. But in
recent times, a combination of forces has led t@uéet revolution in the profession.
Governments are now moving toward higher levelsafsparency and hence Public Institutions
must demonstrate accountability in the use of pubioney and efficiency in the delivery of
services. Internal audits provide a number of irtgyd services to company management. These
include detecting and preventing fraud, testingrml control, and monitoring compliance with
company policy and government regulation, and tiseseices or functions of Internal Audit are
intended to spearhead growth and efficiency of theblic Institutions. Unfortunately,
ONATRACOM has undergone financial crisis for thetlawo years, despite the fact that this
Public Institution procedures have been subjeaiddternal Audit. Ithas therefore not been able
to meet its commitments with most of its suppliarsd lack of internal audit. This study is

therefore aimed at establishing the role of intean@it towards business growth.

1.2.1. General Objective

The main aim of this study is to examine the effgfcinternal audit on business growth,taking
the specific case study of the former Rwanda Nati@wompany of public transportation
otherwise known as ONATRACOM.

1.2.2. Specific Objectives
In order to achieve the above stated main objectpecific objectives are defined and from
them will derive the main indicators that will hels to understand the main parameters to
measure. Set specific objectives are as follows:

(i) To find out if internal audit increases Sales ared profit of ONATRACOM

(i) To assess whether internal audit has led to thareston of ONATRACOM operations.

(i) To find out if internal audit related to thggowth of Public Institutions.



1.2.3. Research Questions:
» Does internal audit increase the Sales and neit pfddDNATRACOM?
» Has internal audit assisted the expansion of ONATRM operations?

» Does internal audit lead to the growth of Publistitutions?

1.3. The scope of the study

This study provides some insights on financial regte of ONATRACOM in terms of sales,

profits and cash flow. Findings from the researbbws whether internal audit leads to the
business growth of ONATRACOM and if achieving im&f audit increases the net profit and
sales of ONATRACOM. It will also help to understaat what extent internal and external
sources of funds for pursuing growth opportunite© NATRACOM are available and if this is

linked with the effect internal audit.

1.3.1. Content Scope
The content of the scope contain the Conceptuahdveork develop two parts, one part

encompasses the different activities of internadliBwhich contributes to the business growth of
Public Institutions and the other part is enham=eat of advantages of good internal audit on the
business growth of many public institutions, thertanparison between internal audit and

business growth in any public institutions.

1.3.2. Geographic Scope
In terms of geographic coverage, this study targ@dATRACOM as a Company Itd in
KIGALI-City .

1.3.3. Time Scope

As far as time is concerned, the study coveredpé@od from 2008 to 2013.This period
especially interests us because it is overlappireg dlearly performance and the functions
suspension of ONATRACOM in Rwanda on that our figsi can be compared to the

information needed in our research.



1.4. Significance of the study

The idea of this research has its genesis fromowaur interest about the impact of dependent
internal audit on the business growth for the paepwerification of the results shown by the
profit and loss account and the state of affairshasvn by the balance sheet.

Globally, it is hoped that this research will camiite in providing updated data on Fraud refers
to intentional misrepresentation of financial imf@tion with the intention to deceive. And know
that the Frauds can take place in the form of mdain of accounts, misappropriation of cash
and misappropriation of goods. It is of great intpnce for the auditor to detect any frauds, and
prevent their recurrence. Errors refer to uninterdl mistake in the financial information arising

on account of ignorance of accounting principles.

This will be especially useful in Africa in generé&ub-Saharan Africa in particular where
mismanagement in some companies is still a chroardicap of countries’ development. This
will benefit the Rwandan society in general, prevaind public companies. This research will
also continue studies from previous researches ftonethis specific issue.

Therefore the significance of this research laysh& hope that findings from this research
project will contribute to the broad of knowledge the impact of dependent internal audit on
the business growth in different companies

Findings from this Research Project will especiddly useful for the following stakeholders:
Policy makers, planers, managers and implementdisbenefit from the outcome of this
research project whereby it will help them findtbeways of internal audit and their impact on
company’s performance.

1.5. Conceptual framework

The dependent variable business gross of publittutiens lead to increase in sales and growth
of company, expansion of company operation, imprem of good and prudent keeping of
accounts can avoid disputes over profit sharing taedbasis of valuation of the assets and
liabilities, help in the correction of faulty opéian and procedures, provide assurance and
credibility before the public institution



Figure 1. Independent variables dependenrtriables

Internal audit activities on Business growth of public institutions

growth of public institutions: _
* Increase in sales and growth

* Prove the true and fair view of

the company’s » Expansion of company operations
« Prevention of errors and fraud * Good and prudent keeping accounts
«  Advising the management » Correction fault operation

» Assurance and credibility before the
public

Government policy and support
Level of education
Business opportunities

Materials

The independent variable is internal audit’ adegtsuch as prove the true and fair view of the
company'’s prevention of errors and fraud and adgithe management of business in the public
institution.

The dependent variable business gross of publituhens lead to increase in sales and growth
of company, expansion of company operation, imprem of good and prudent keeping of
accounts can avoid disputes over profit sharing #aedbasis of valuation of the assets and
liabilities, help in the correction of faulty op#ien and procedures, provide assurance and
credibility before the public institution. The accts of all interested parties in the business and
make the growth of institution. The moderating &hles are government effort, the level of
education of Auditors; business opportunity andemals used for better evaluation. Internal
audit and business growth intervene between thependent and dependent variable.
Government operations cover a wide variety of wiakging from repetitive clerical tasks to
complex intellectual analyses, and from manualgdekautomated operations using expensive
equipment and technology. Efficiency of some openatwith dissimilar outputs can be difficult
to measure. Examples of such operations includenpig, policy development, research,
advisory support functions, administrative overhead project management.



CHAPTER TWO

LITERATURE REVIEW
2.0. Introduction
This chapter reviewed the theoretical and acadditei@ture regarding internal audit presented
as a summary of the existing past studies in tleerdtical perspective the definition of the

concepts, major theories, critical review of thertture and finally conceptual framework.

2.1 Definitions of key concepts

To better understand this scientific work, we hgwdged to give some definitions to key
concepts about our research such internal Audginless growth and their conceptualization,
and other related key concepts.

As mentioned above, the word “audit” is derivedhirthe Latin “audire” meaning” to hear”. For
many years, auditing has generally been assoadthadnly accounting and financial records.
According to Manasseh (200@uditing is an independent examination of bookafounts and
the voucher of the business, with a view of formargopinion as to whether those have been
kept properly according to the companies’ act antbavhether the statements drawn from the
books of accounts portray a true and fair viewhef company’s state of affairs at a given date.
There are also other authors who have defined taundihe following word:

According to mautZAuditing is concerned by the verification of acening data and with
determining accuracy and reliability of the accangistatements and reports”.

According to dickseéAuditing can be understood as an examination adkbof account or
accounting records with a view to establish whethery correctly and completely reflect the
transactions but this is the end of matter becdliseauditor also express his opinion on the
character of the statement of accounts preparen ffee accounting records so examined,
whether they portray a true and a fair picture”

According to Montgomery Auditing is a systematic examination of bookasfcount and the
records of the business in order to ascertain ofyvand to report upon the facts regarding the
financial operations and the results thereof”.

Auditing may be defined as examination of books;oaats and business vouchers that will

enable the auditor to report whether he or shatisfeed that the balance sheet is properly drawn
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upon in order to give a true and fair view of tiete of affairs of the business and that the profit
and loss for the financial period according to best of information and explanation given to
him and as shown by the books: and if not, to rejpovhat respect he is not satisfied”.

According to Flint (1988), audit is a social pherarmn which serves no purpose or value except
of its practical usefulness and its existence isliyhutilitarian.

Flint (1988) further explains, the audit functioashevolved in response to a perceived need of
individuals or groups in society who seek informoatior reassurance about the conduct or
performance of others in which they have an ackadgéd and legitimate interest. Flint (1998)
argues that audit exists because interested indilgdor groups are unable for one or more
reasons to obtain for themselves the informatiomeassurance they require. Hence, an audit
function can be observed as a means of social alobécause it serves as a mechanism to
monitor conduct and performance, and to securenfaree accountability. Mackenzie (as cited
in Normanton, 1996, p. vii) in the foreword to TAecountability and Audit of Governments
made the following remark: “Without audit, no castrand if there is no control, where is the
seat of power?” All in all, an audit function plagscritical role in maintaining the welfare and
stability of the society.

According to Lawrence R. Dicksee, "an audit is aramgination of accounting records
undertaken with a view to establishing whether tleyrectly and completely reflect the
transactions to which they relate. In some instanitenay be necessary to ascertain whether the

transactions themselves are supported by autHority.

R. K. Mautz defines auditing as being "concernethwhe verification of accounting data, with
determining the accuracy and reliability accounstefement and reports.”

It is clear from the above definitions that auditis the systematic and scientific examination of
the books of a accounts and records of a busireas $0 enable the auditor to satisfy himself
that the Balance Sheet and the Profit and Loss ddcare properly drawn up so as to exhibit a
true and fair view of the financial state of afaiof the business and profit or loss for the
financial period. The Auditor will have to go thghu various books and accounts and related
evidence to satisfy himself about the accuracy auttienticity to report the financial health of
the businesahft//www.businessdictionary.com/definition/ClassiGaowth
Theory.htm#ixzz2Bb4CGfO)



According to Manasseh (2000) internal auditingnsiradependent appraisal of activities within
an organization aimed at ensuring that the manageoperates efficiently so as to manage the
business better. Also it is a managerial tool wracts as watchdog over the company’s entire
internal control systems. It is a recent developnrethe accounting field.
Internal auditing is traditionally developed asaait on behalf of management to ensure that:
» The existing internal controls are adequate arecgffe.
* The financial and other records and reports shoe sult of actual operations
accurately and promptly.
» Each unit of the organization follows the policeesd procedures as laid down by the top
management.
According to Raw, Business growth refers to a bessnthat generates significant positive cash
flows or earnings, which increase at significafiégter rates than the overall economy. A growth
company tends to have very profitable reinvestnogportunities for its own retained earnings.
Businesses that grow are often seen in the techpahalustries (Raw. N.G, 1986).
Growth is a requirement for business, and we altwa grow our revenue and profitability.
However, projecting growth just by extrapolatingtlsgear’'s numbers, or by choosing a revenue
goal of where you really want to be, won't neceggaet you there. Growing your reputation,

expertise and perspective will.

Generally, the term ‘business growth’ is used ferréo various things such as increase in the
total sales volume per annum, an increase in th@ugtion capacity, increase in employment, an
increase in production volume , an increase iruesof raw material and power.

These factors indicate growth but do not providgpeacific meaning of growth. Simply stated,
business growth means an increase in the size ae sif operations of a firm usually
accompanied by increase in its resources and o(Rawt. N.G, 1986)

Audit comprises an integral of the business ghown fact, the development of business is
practically impossible without an effective interreuditing because auditing maintains the
reliable functioning of business, responsible wofkmanagers and employees and effective
control over performance of professionals workinghim an organization. At the same time,

auditing should be carefully planned to meet itimdte goals and to become a truly effective
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process. To put it more precisely, planning is eakefor audit because it contributes to the
proper, effective organization of the auditing ss.

Auditors plan their steps from the preparation teg twudit, its beginning and development to
meet the ultimate goals of the audit. In such a,veayglitors can meet their goals through the
audit planning, whereas the failure of auditorplan the audit may lead to disastrous effects
because, in such a case, the audit is not systearadirather fragmentary than overwhelming. At
this point, it is important to lay emphasis on taet that an effective audit is possible only oa th
condition of the involvement of all elements andtsiof the organization that is being audited.
Ideally, there should be no inconsistencies andmaudited elements in the course of the audit.
Otherwise, outcomes of the audit would be ineflectiTherefore, the audit planning is an
essential condition of the effective audit becaiisdlows auditors to organize the process of
audit and to reach the ultimate goals of the satditill extent.

The personality and professional skills and ab#itof auditors are also of the utmost importance
for the overall success of the audit. In actuahty,auditor should have a number of professional
skills and personal attributes, which can help biner to perform successfully. In this respect,
it is possible to single out analytical thinking ialn is of the utmost importance for an auditor.
Analytical thinking helps consistently to the aimtit process because it maintains the effective
professional performance of an auditor, preventiimg or her from errors and misinterpretations
of the information and data collected in the couws$eauditing. Organizational skills are also
essential for the effective audit process. To punaére precisely, organizational skills of an
auditor define his or her ability to organize thieqess of auditing effectively that means that the
auditor will systematically conduct the audit angedo his or her analytical thinking he or she
will process and analyze the information collectednake adequate and accurate conclusions
about the current position of a company or orgditma Boldness is a personal characteristic
which helps an auditor to conduct audit and reackitipe and reliable outcomes. In fact,
boldness is essential for an auditor because aftetine course of auditing a large corporation,
there is a risk of making an error that can undeemihe reputation and position of the
corporation in the market. In such a situationaaditor should be bold enough to take decisions
and make objective and accurate conclusions coimgethe current position of the company,
regardless of effects of his or her conclusions.siith a situation, objectivity is another
characteristic a good auditor should possess tdumtrauditing successfully. In this respect, it
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should be said that objectivity is an essentialdtoon of the successful work of an auditor
because subjective attitude or conclusions madmbguditor may have disastrous effects for the
company audited. In addition, an auditor shouldabk& to share knowledge with his or her
colleagues because, today, auditing often invalwesvork of a team of auditors within which it
is necessary to share knowledge and informatioactmmplish the audit successfully. At the
same time, the ability of an auditor in a team nether important ability which defines the
overall effectiveness of his or her work and rdkatiutcomes of the audit.

A weak control environment can have a significanpact on the auditing process and its
outcomes, especially if a risk-based approach aptad. In actuality, it should be said that a
weak control environment increases the vulnergbdit an organization to numerous risks. At
the same time, in the context of a risk-based amtrdo auditing, the weak control environment
can make the outcomes of the audit unreliable Is=caauditors can hardly take into
consideration all risk factors the audited compasngxposed to. The weak control environment
cannot provide auditors with the possibility to esss adequately all the risks because they can
emerge spontaneously in response to the changismdas environment. Therefore, it is
necessary to strengthen the control environmentefme clearly all potential risk factors that
can influence outcomes of the audit. Otherwiswiilitbe impossible to evaluate adequately the
current position of the company and the risk-bagpdroach can be ineffective in the weak
control environment.

In actuality, the use of effective methods of auditcontributes to the consistent improvement
of its effectiveness and reliability. In this respeat should be said that the use of observation i
the effective internal should be applied in the rseuof the auditing of the company’'s
performance, including the work and productivityemhployees, the effectiveness of their work
and its impact on the overall company’s performafée observation helps to assess the extent
to which the work of employees and organizatiorefgrmance are effective and productive. In
addition, it helps to reveal internal problems witthe organization. The inspection is necessary
to apply when the production facilities of the canp are audited. In the course of inspections,
auditors should notice and adequately processhallinformation related to the process of
production. In such a way, on collecting the infation on production process within the
company, auditors will be able to compare it witk@inting data and financial statement of any
institution. The enquiry is worth applying in theurse of auditing at the managerial level,
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including top managerial level of the company. Aiststage, it is important to collect as much
information as possible and to compare and contir@fstrmation received from different

managers. On analyzing this information, it will pessible to reveal the current trends in the
financial and marketing position of the company thternal atmosphere within the company
and, in a way, to foresee the further developménh® company in the short-run perspective.
The computation should be applied when auditors vaoeking with accounting data and

financial statistics of the company. In this regardditors should be particularly concerned with
the accuracy of the information they have colle@rd the information they have received from
accounting and financial statement of the compé&nyally, the external confirmation is worth

applying when the relationship of the company wtth business partners and customers is

assessed.

2.2. Internal audit and expansion of business

Internal Audit is a tool of control to measure awdluate the effectiveness of the working of an
organization primarily with accounting, financiahch operational matters. The job of internal
audit is to ensure that the work of the companyg@ng on smoothly, efficiently and
economically and that all the laws, rules and refohs governing the operations of the
organization are adhered to, besides ensuringathaffective internal control system exists to

prevent errors, frauds and misappropriations (MATAR008).

Auditing in its modern concept is a systematicelident, scientific, critical and thorough

examination of books of accounts of the organiratly an independent person or body of
persons with the help of vouchers, documents, médion and explanations received from the
authorities, for the purpose of ascertaining whethe transactions entered in the books of
accounts are genuine and have been entered wipempaathority.

Internal Audit plays a pivotal role in ensuring ttredfficient controls are operating in all the

activities, be it is liabilities or assets of ang@nization. Internal Audit plays a constructiveerol

by rendering service to the management with objectppraisal of systems, procedures,
practices, compliance with policies. After enactineh Companies (Auditor's Report) Order,

2003, by the Government of India in terms of suttisa (4A) of section 227 of the Companies

Act, 1956, which says that it is mandatory for @bmpanies to appoint internal auditor, if
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CARO 2003 is applicable. Clause 4(vii) of CARO 209&pplicable to listed Companies and/or
other companies having a paid up capital and reseexceeding Rs.50 Lakhs as at the
commencement of the financial year concerned omnlgaan average annual turnover exceeding
Rs.5 Crores for a period of three consecutive firryears immediately preceding the financial
concerned, whether the company has an INTERNAL AUBYSTEM commensurate with its
size and nature of its business. The StatutorytAtglare required to report under Section 227 of
the Companies Act, 1956, as to whether the compasyan internal audit system commensurate
with the size and nature of its business. The divelgective of internal audit is to assist all
members of management in the effective dischargkedf functioning, by furnishing them with
objective analysis, appraisals, recommendations pedinent comments concerning the
activities reviewed. The internal audit, in essest®uld be concerned with any phase of
business activity wherein it can be of service tmagement.
The concept of audit has undergone a sea changthamrlier objectives, viz., “fault finding”
IS no more relevant or management not interest@diisuing this. Internal Audit is a diverse and
specialized function in various fields of auditiriyis a tool used to detect good, bad and the
ugly. Internal Audit concept is an attempt to aehi@n ideal combination of financial audit,
operational auditing and reviews the plans for rieitd’ he Internal Audit, to be effective should
provide three types of services PPC, viz., Preven®rotective and Curative.

> In the preventive role, it forewarns the managenoéan adverse situation in advance;

> It protects the management by the bringing to dtice the deficiencies in advance,

before the external auditors point out; and
» As a curative function, it suggests remedial messuthereby acting as a catalyst for
change and action.

For purpose, audits objectively review and assess Wwell management practices and controls
are performing. Audits determine the effectivermsg efficiency of these practices and controls
and then make recommendations. At the request @fram managers, DFATD regularly
performs audits of its international developmerdgoams to help ensure effective and efficient
use of its resources.
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2.3. Element of business growth.
Which factors separate the best from the rest vihemmes to Business Growth? This is a well
debated topic but we have found there are fiveofacthat successful companies have in
common:

» A strong leadership team
Strong leadership has the ability to define a clasion for the company. To be effective, the
vision needs to be well-defined and explained iway so people connect with it and are
motivated by it.
The second major factor is appropriate involvemaiteadership in leading and supporting
projects that are strategic to the organizatiorat8gly statements are simply ineffective without
a leadership team that is capable of driving thetesjy home.

» Hire and retain quality people
Get the right people in the right spots with a ckead defined understanding of their priorities. If
a company has the right people, they will moveeiaand accomplish more in the same amount

of time.

» Disciplined approach to their business
They learn how to work on their business, not jusit. This involves planning and, more

importantly, aligning their people to execute thisiness’s Growth Plan.

> Ability to strategically use tools

High-performing organizations looking for Businggewth give more emphasis than lower
performing companies to use technology to toolgrpact the business in strategic ways.
Organizations that have developed a culture thguréis out ways to deploy tools or

technology, not for technology’s sake, but to lredgrve their strategy will always succeed.

» The wise use of trusted outside providers
To have a growth orientated business they needtaragtic way of gathering and periodically
analyzing vital information about the business. <@g providers whom they trust can be
invaluable to performing this kind of review of  the business.

High-performing businesses have learned to suppiertieir internal expertise by building
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trusted relationships with the outsourced persqrthed allows them to cost-effectively buy the
amount of expertise they need when they need it.

When venturing into a business you want to identify most essential factors that will make
your business succeed. These critical factors atmlly thought out by you when you are
envisioning your business and mapping out yourrass plan. Chances are you have probably
thought of these factors and its best to think albieem deeper and outline these factors. These
factors will enable you to implement an action plamcarry out when starting up your business.

| am consistently asked, how do you define youiical success factors to your business? The
answer is simple and it really comes down to whattens to your business? This could include
sales, customers, people and/or even the produetaped on your part. In the end your success

factors come down to the very core values of why e in business in the first place.

Below are some ideas (in no particular order)
- -Product Creation/ Development and Branding
-Product Research, Supply and Demand / Knowing yenarket audience
-Competition Research.
-Investment Capital and Cost of daily Operationdfnead costs
-Product Distribution - Includes all kinds of saleffline/online/telemarketing/third
party sales/ affiliate sale etc
-Lead Generation and Database Management
-Customer Satisfaction and Lifetime Value of youstomer
-Production and cost efficiency
support - Online / Offline IT, Customer and TeclahiSupport-Turnaround times and
metrics
-Quality Assurance / Sales Funnel and Departméh&hrchy
-Sales Compensation, Employee Benefits and Compensd Employee Perks
-Customer Education and knowledge
-Recruiting and Retention Funnels, Employee Grdwaths
-Accounting and Financing
-Training Development and Coaching
-Marketing 101- Offline Online Direct Advertisingnd all communications
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-Logistics and Inventory

-Profit Sharing and Equity

-Executive Hierarchy, Management and leadership
-Corporate Goals, Quarterly Goals and Annual Quotas
-Core Values and Mission Statement
-Accountability

-Productivity and Performance Management

-Data Analysis and Metrics

-Internal Communications and messaging

-Board of Directors/ Advisers and panel
-Strategically Planning and Market Tactics
-Business Development Funnel

-Joint Ventures and Affiliate Relations and Alligsc

-Outsourcing

These are just a few of the many different busisegsess factors that you need to focus on to
accelerate your business rapidly. My advice isaou$ on a few of these factors per quarter.
Some companies work on 4-7 factors a fiscal yeau ¥an't take on every single business

funnel right away and need time to work on eachofathoroughly.

2.4. Internal audit on the business expansion

The previous comparison of internal auditing toeexaél auditing considers only the external
auditors' traditional role of attesting to finariciatements. During the 1990s a number of the
large professional service firms (the "Big 5" pabkccounting firms) began establishing
divisions offering internal auditing services indétnal to tax, financial planning, actuarial,
external auditing, and management consulting. Newsf also emerged offering internal
auditing services but not attestation (externalitapef financial statements. Predictably, the
arrival of "outside" consultants ready to do "imig' audits caused a flurry of debate about
independence, objectivity, depth of organizatiokabwledge, operational effectiveness, and
long run costs to the organization. Regardless,tridmed continued throughout the rest of the

decade. Initial protests gave way to acknowledgntieat non-employees can indeed perform
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internal audits. Orderly analyses of outsourcipgs and cons followed. "Co-sourcing” (using
outsiders for selected projects) became a usefupoamise. That option provided access to an
outside firm's resources while retaining a knowkstge core of internal auditors to direct and
manage co-sourced projects.

However, perceptions of impaired independence woatl when public accounting firms
providing opinions on financial statements alsdfstathe internal auditing function.

It required management to retain responsibility iimernal audit scope, planning, and risk
assessments and to designate a competent exetotiretain responsibility for the overall
internal audit function.

Internal auditing is an independent, objective esste and consulting activity. Its core role with
regard to Enterprise Risk Management is to prowbgctive assurance to the board on the
effectiveness of risk management. Indeed, resdaashshown that board directors and internal
auditors agree that the two most important wayd theernal audit provides value to the
organisation are in providing objective assurantat tthe major business risks are being
managed appropriately and providing assurancethigatisk management and internal control

framework is operating effectively.

2.5. Relationship between internal audit and Busess growth

A gap analysis is mainly a determination of therdegf conformance of your organization to
the requirements of a specification or standardap analysis is mainly a document review or a
“show me the evidence” activity, evidence whichalsuwill come in the form of a record or
document. During a gap analysis, only very mindaditiyg is done; rather, key process owner or
project stakeholders provide evidence that theyehanet the requirements set forth in the
specification or standard (BATUDE, 1998)

An internal audit is an activity that also seekslétermine the degree to which your organization
conforms to the requirements of a specificationstandard or to your own organizational

requirements. This audit is performed in more thame dimension, through review of

documentation evidence and also by questioning @yepk.

An internal audit is usually conducted after depetent of processes (e.g., a quality

management system) has been completed and somementiation has occurred. The reason is
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that internal auditors will be questioning indivads to assess their knowledge of the system. If
implementation is not underway, it may be hard tavp that employees are actually using the
system and are knowledgeable of their roles in imgahe specification or standard or of the
organization’s own requirements.

As with the internal audit, the pre-assessmentjeative is to seek the degree of conformance of
your system to the chosen specification or standahn also be your green light to go for the
certification audit, or maybe a yellow light if senfine tuning is necessary. The pre-assessment
report will not give advice but should show if theare any nonconformities and allow the
organization to close those out prior to the cedtfon audit (BATUDE, 1998).

As with the internal audit, the pre-assessmentjeative is to seek the degree of conformance of
your system to the chosen specification or standahn also be your green light to go for the
certification audit, or maybe a yellow light if senfine tuning is necessary. The pre-assessment
report will not give advice but should show if theare any nonconformities and allow the
organization to close those out prior to the cesdtfon audit.

Good internal audit and business are things thatynsmall businesses hope for and they
sometimes treat them as independent variableghbytare really part of the same equation that
will result in success for the business. The refehip between internal audit and business
growth is notable and here is some more informadioout how they are related.

If you want to expand your business and offer ibtieer people to franchise the business, you
will need to have solid and strong control so @i are a good option for them when they are
considering various franchise opportunities. Yoll aliso need to make sure that you have an
accounting system that can be used across allttiex business offices in a uniform way and

that the methods used subscribe to the best adnguypractices.
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CHAPTER THREE

RESEARCH METHODOLOGY

Chapter Three discusses the research design arfibao&igy comprising techniques and,
sample design. Research methodology can be unddrata science of studying how research
is done scientifically. In it, we study the variosteps that are generally adopted by a researcher
in studying his research problem along with theiddgehind them. It is necessary for the
researcher to know, not only the research methextsitques but also the methodology.

For this research, qualitative and quantitativehoés$ involving structured interviews and in-
depth individual interviews will be conducted. Asmonstrated by other studies, structured

interviews are the best way to gain informationuthgmersonal opinions of respondents.

3.1. Research technique
A technique is defined as a set of means and puvesdhat help a researcher to gather data and
information about his research topic (GRAWITZ, 1999). All along our study, the following

techniques will be used:

3.1.1. Documentation technique
A document refers to technique where any writtertenls can be used as a source of
information about the subject matter. This usethenreading of some documents in which the

researcher could get the information related tadisearch.

3.1.2. Interview technique

According to (BAILEY D. 1987), interview technique consists oligig interview to limited
number of people in order to give a general idei@oge.

This technique is useful since it is flexible tceu#t is appropriate in studying attitudes, values,
beliefs and motives of respondents.

This technique helped the researcher to make dimttct and conversation with the concerned

people in this study.
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3.1 3. Study design

Sampling design can be divided into two basic aaieg, probability and non-probability
sampling. For this research the former was usedplgi Random Sampling was used ensuring
that every possible set of population units hasaural chance of being selected.

While undertaking this research on “the impact epehdent internal audit on the business
growth in firms, case study ONATRACOM-Rwanda’, thiesearcher will use different
instruments in collecting data in order to makembre certain and reliable. These are
documentation, questionnaire, observation and Jieer The selection of these tools is
determined, interpreted (BELL ET AL., 2007), by tieture of data collected, the time available
as well as by the objectives of the study.

3.1. 3.1Area and population
The target area for this Research Project is ONATRM firms in Kigali City, republic of
Rwanda. Our primary target population will consi$tbeneficiaries of ONATRACOM. The

study will also target stakeholders as key infortean

3.1.3. 2.Sample technique

This technique helped us to formulate the sampheetstudied during our research.

According to JAVAUX (1976:65), the sample is “akkngons to be interviewed, from a larger
population called parent population, populatiorerefice or simply the parent population.” To
determine a sample, ALAIN BOUCHARD states that wiies population being investigated is

less than or equal to one million people, it is maol match a sample of 96 individuals with

margin of error of 10%.

However, to make a distribution of respondentd@irtbusiness activities, the formula proposed
by ALAIN BOUCHARD was used as follows:

nc = -

1+
Sene = ﬁ% =Fm=n % n ::i:
Where:

N: is the size of the study population, actors isibess in Nyabugogo area
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n . IS the sample size for a universe.

nc . is the sample size or sample to determine cbrrec

30 _96x30
Sonc = —xoone=
l+—5

o

=27.327 Respondents

96+30

3.1.4. Questionnaire technique

DORSELEAR (1985:60) defines a questionnaire astaoli questions to be answered by the
survey respondents

The researcher will set up written questions arstribute them to the concerned selected
sample, so that they can give their own opinions ten it is up to the researcher to make a
conclusion basing on their opinions. This technitpedps the researcher to quantify different

data to get a clear picture on the topic of thetu

3.2. Research methods

A method is a set of intellectual operations whittable to analyze, understand and explain a
given reality or fact. (GRAWITZ, 1996: 341).

Then it is a collection of steps which put togetimea logical manner a purpose of achieving a
given objective. These are the methods that weed us order to reach the successful results.

Among these methods it included the following:

3.2.1. Historical methods
According to GRAWITZ (2000, p. 207), this methodedsto analyze the evolution of given
period and the events which has been charactetimdperiod. This will be used in order to

know how internal audit are contribute in the depehent of business companies.

3.2.2 Statistic method

The statistic method helps to quantify and to nuntbe results of a research. Then it allows us
to present the results through graphics and taBRM4GAMBA (2000:23)

This method helped the researches to present sesiilt tables and interpreting the results of

our survey basing on mathematical data, thus table figures.
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3.2.3. Analytical methods

Analytical method consists in analyzing systemdticall the collected data. It emphasizes on
dealing with each case on its own. (GRAWITZ 2002M48n this study, the analysis will be
more focused on the contribution of internal audiisthe development of local business

companies.

3.3. Organization of the study

This study will be presented in fours chaptersstrts with an introduction presenting the
significance of the study, its scope, the probleatesnent as well as hypothesis and the
objectives of the study, methods and techniqued asel then the organization of the study;
which is the first chapter. The second chapterasstituted by literature review; The third
chapter will be concerning with the methodology&used and the final chapter-Fourth chapter
will focus on data analysis, presenting findingsl gsresenting the general conclusion and

recommendations.

3.4. Outcomes

After the research, the readers will get the imageeption of the business firms on the internal
auditors and this research will recommend the mensagf business firms how they can explore
the internal auditors and they contribution to degelopment of business companies.

This research will analyze the performance of makrauditors in the business companies
especially for the entrepreneurs.

This research will analyze the statistics of thtermal auditors within the business companies.

Partial conclusion

Chapter Three discussed the methodology to beinsis study including research design and
methodology comprising target area and populasample design, data collection and analysis.
It also presented the bases for the sample sizeuoffindings and exposed the ethical

consideration aspect of the study.

Considering the rigor of the methodology used wéeih sampling, collecting data, selecting

respondents and data processing and analysis, aariude without being mistaken that the

findings of this results are valid and generalieabl the total population.
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CHAPTER FOUR

DATA PRESENTATION, ANALYSIS AND INTERPRETATION

4.1. Introduction

This chapter presents the findings from primanadaesented in form of descriptive statistical
tables. It is necessary for every business dependts size, to have auditors who will audit its
books of accounts, services delivery and finamstalements. The findings from the field show
that ONATRACOM helped its customers to get a satisfservice without worse off its
employees in order to accumulate its performanad tancontribute on Rwandan economic

growth.

4.2. Presentation of finding
The researcher presented the profile of the respuadn general and the findings are presented

in tables.
4.2.1 Gender of respondents
The researcher presented the profile of the respuadn terms of gender are presented in

following table.

Table 1.Gender of respondents

Mean Percent |Valid Percent [Standard deviation
Valid Male 15 55,6 55,6 55,6
Female |12 44.4 44,4 100,0
Total 27 100,0 100,0

Source: Primary data, 2014

Table 1 show that 44.4% of the respondents areléearal 55.6 % of the respondents are male.

This indicates that the majority of ONATRACOM clisrare male. This can be attributed to the
24



fact that ONATRACOM was founded by government sat tthey can be empowered and
promoted in generating income to become self-cefit as well as to improve Rwandan living

conditions in transports in general.
4.2.2. Category of respondents
The researcher presented the profile of the respuadn terms of category are presented i

following table.

Table 2. Category of respondents

Standard
Mean Percent |Valid Percent |deviation
Valid Former ONATRACON
111 11,1 11,1
Manager
Former ONATRACON
3,7 3,7 14,8
Employee
Private transporter 7 25,9 25,9 40,7
Public Sector transporter |3 11,1 11,1 51,9
Private sector driver 3 11,1 11,1 63,0
Public sector driver 2 7,4 7,4 70,4
Regular traveler 3 11,1 11,1 81,5
Current Public Transpd
5 18,5 18,5 100,0
Industry Manager
Total 27 100,0 100,0

Source: Primary data, 2014

The results from table 2 shows that 11.1% of thepoadents are Former ONATRACOM
Manager, Public sector transporter, Private sechaver and Regular traveler; 3.7% of
respondents are in the category of former ONATRACBMployee, 25.9% are in the category
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of private transporter, 7.4% are in the categorypablic sector driver and 18.5% of the
respondents are in the category of current pubtiastry Manager, this indicates that the clients

of ONATRACOM are mainly in the category of privdtansporter.
4.2.3. Hearing of respondents about ONATRACOM

The researcher presented the profile of the resggdadn terms of hearing ONATRACOM are

presented in following table.

Table 3.Views of respondent who have ever heard GINATRACOM

Standard
Mean Percent [Valid Percent |deviation
Valid Yes 27 100,0 100,0 100,0

Source: Primary data, 2014

The above table indicates that all respondentstkaidthey have ever heard of ONATRACOM
the rate of 100%. This shows that government wasemaore effort to sensibiliser on public the

activities of that company accordingly and mobilgople to deal with it.
4.2.4. Knowledge of respondents about ONATRACOM

The researcher presented the profile of the respdadn terms of knowledge of a company are

indicated in following table.
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Table 4. Views of respondents on how they did knoO@NATRACOM

Standard
Mean Percent |Valid Percent [deviation
Valid Worked with it |8 29,6 29,6 29,6
Traveled with it |19 70,4 70,4 100,0
Total 27 100,0 100,0

Source: Primary data, 2014

The above table indicates that all respondents thaitlthey were known ONATRACOM by
working with it at the rate of 29.6% while othergne known this company by traveling with it

at the rate of 70.4%. This shows that staffs of QRACOM make more effort to give services

on its clients at the beginning.

4.2.5. Living or working of respondents

The researcher presented the profile of the resppdadvhere they live or work are presented in

following table.

Table 5.Responses views according the place theyelior work

Standard
Mean Percent [Valid Percent |deviation
Valid In Kigali City 18 66,7 66,7 66,7
Outside Kigali City in rurg
29,6 29,6 96,3
Rwanda
Outside Kigali City i
1 3,7 3,7 100,0
another
Total 27 100,0 100,0

Source: Primary data, 2014
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The above table indicates that the majority of oesients said that they live or work in Kigali
city at the rate of 66.7% while 29.6% of responddivie or work outside of Kigali city in rural

Rwanda and 3.7% of respondents live or work outsfdégali city in other areas (abroad).

4.2.6. Job of respondents
The researcher presented the profile of the respudadin terms of Jobs are presented in
following table.

Table 6.Job of respondents

Standard
Mean Percent |Valid Percent [deviation
Valid No job 1 3,7 3,7 3,7
Civil Servant 8 29,6 29,6 33,3
Private Sector worker|15 55,6 55,6 88,9
Other 3 111 11,1 100,0
Total 27 100,0 100,0

Source: Primary data, 2014

The above table indicates that the majority respatgisaid that they worked in private sector at
the rate of 55.6%, the 29.6% of them are workecivih servant but 1 people which equivaled to
3.7% had no job then 11% of respondents workedharaservices like auditors and local leaders
who live in the place where ONATRACOM installed dstivities.

4.2.7. The main reasons why public companies oftéail
The researcher presented the findings in the refgras for the reason why public companies are

often failed the results are presented in followtialgjes.
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Table 7.The respondents views on why public compaes often fail

Standard
Mean Percent |Valid Percent |deviation
Valid Poor Management 8 29,6 29,6 29,6
Culture of Corruption 6 22,2 22,2 51,9
Bad governance 11 40,7 40,7 92,6
Competition with privaf
2 7,4 7,4 100,0
sector operators
Total 27 100,0 100,0

Source: Primary data, 2014

The results presented in table 7 shows that thesvief respondents told a researcher that the
source of fail of public companies are poor managd at the rate of 29.6%, culture of
corruption at the rate of 22.2%, bad governandbeatate of 40.7% and competition with private
sector operators at the rate of 7.4%. This meaatsritgeneral, public companies fail because of

bad governance and poor management in differevicest

Table 8. Responses’ opinion on how internal Auditantribute to private companies’
success

Standard
Mean Percent [Valid Percent |deviation
Valid Yes 27 100,0 100,0 100,0

Source: Primary data, 2014
The above table indicates that all respondents edethat internal audit can contribute to the
success of private company because they respontdéi0%. This means that the effectiveness

of internal audit can contribute to the performaatdifferent companies in good condition.
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Table 9.Responses’ reasons on how internal Audit otyibute to private

companies’ success

Standard
Mean Percent |Valid Percent |deviation
Valid It helps to identify mistake]9 33,3 33,3 33,3
Gives recommendations |10 37,0 37,0 70,4
Helps restructurin
8 29,6 29,6 100,0
procedures
Total 27 100,0 100,0

Source: Primary data, 2014

As shown in the table 9, all respondents gavedhsans on how internal audit can contribute to
the success of private companies because theyrmésgdhat internal audit can help to identify
mistakes at 33.3%, gives the recommendations at &184t can help to restrict procedures at

29.6% within company.

4.2.8. The opinions of respondents onONATRACOM'’s féure
The researcher presented the findings in the regms for the reason why ONATRACOM fail

and the results are presented in following tables.

Table 10.The origin of ONATRACOM'’s failure

Standard
Mean Percent [Valid Percent |deviation
Valid Yes 27 100,0 100,0 100,0

Source: Primary data, 2014

The results indicated in the above table shows #flatespondents declared the failing of
ONATRACOM at 100%. This means that the indicatdnattthe respondents gave to the
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researcher as sources of that failing are poor geanant, culture of corruption, bad governance,
nepotism or favouritism between employees and nemsagculture of impunity, lack of
innovation and competition with private sector @pers which are included in daily activities
within that company.

Table 11.The specific management mistakes do youintk led to overall failure

Standard
Mean Percent |Valid Percent [deviation
Valid Funds mismanagement |4 14,8 14,8 14,8
Nepotism 8 29,6 29,6 44,4
Lack of transparency 6 22,2 22,2 66,7
Poor procedures 4 14,8 14,8 81,5
Bad financial managemen|5 18,5 18,5 100,0
Total 27 100,0 100,0

Source: Primary data, 2014

The table 11 presents that the respondents’ ognithrey think that the specific management
mistakes which led to ONATRACOM’s failure are fundsmanagement at the rate of 14.8%,
Nepotism at the rate of 29.6%, lack of transparesicthe rate of 22.2%, poor procedures at
14.8% and bad financial management. This means thete is no effectiveness of
ONATRACOM in its services to its beneficiaries.
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Table 12.The qualify ONATRACOM's internal audit

Standard
Mean Percent |Valid Percent |deviation
Valid Auditors are N
_ 7 25,9 25,9 25,9
independent
Auditors often don’t ca
_ 12 44 4 44 4 70,4
about companies
There is conflicts ¢
_ 4 14,8 14,8 85,2
Interests
There is no transparency
_ 4 148  [148 100,0
recruitment
Total 27 100,0 100,0

Source: Primary data, 2014

The above table indicates that the quality of maéraudit in ONATRACOM are very poor

because the views of respondents show that auditersiot independent in that company at
25%, 44.4% of respondents viewed that auditors atocare about companies, 14.8% of them
said that there is conflicts of interest within ttheompany and there is no transparency in

recruitment. This means that the internal aud®MATRACOM is ineffective according to the

views of respondents.
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4.2.9. The opinions on some of malpractices of ONARARCOM’s staff members

The researcher presented the findings in the relgmis for theopinions on some «
malpractices of ONATRACOM's staff membeend the results are presentec

following tables.

Table 13. Views of respondents about ONATRACOM thahad poor and
corrupted management

Standard
Mean Percent |Valid Percent [deviation
Valid Indifferent 5 18,5 18,5 18,5
Agree 11 40,7 40,7 59,3
Strongly agree |11 40,7 40,7 100,0
Total 27 100,0 100,0

Source: Primary data, 2014

According to the table 13shows that 11 of the radpats agreed and strongly agreed that there
is poor and corrupted management as indicated by2d®f the respondents and 5 of the
respondents are indifferent or are in ambiguousitiat opinion as indicated by 18.5%. The
respondents revealed that they have more adequatenation about that case which led to the
failure of ONATRACOM.
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Table 14. Most of ONATRACOM drivers and conductorshad the culture of siphoning fuel

out of buses and reselling it on underground market

Standard
Mean Percent |Valid Percent [deviation
Valid Agree 15 55,6 55,6 55,6
Strongly agree |12 44.4 44.4 100,0
Total 27 100,0 100,0

Source: Primary data, 2014

According to the table 14 shows that 15 of the sesents agreed that most of ONATRACOM’s
drivers and conductors had the culture of siphorfurg) out of buses and reselling it on
underground market as indicated by 55.6% of thpamdents and 12 of the respondents are
strongly agree about that opinion as indicatedhy%. The respondents revealed that they have

more adequate information about that case whicholeke failure of ONATRACOM.

Table 15.Most of ONATRACOM drivers and conductors tad the culture of pocketing bus
fares for which they didn't issue tickets

Standard
Mean Percent |Valid Percent [deviation
Valid Disagree |7 25,9 25,9 25,9
Indifferent |8 29,6 29,6 55,6
Agree 12 44.4 44.4 100,0
Total 27 100,0 100,0

Source: Primary data, 2014

According to the table 15shows that 12 of the radpats agreed that most of ONATRACOM

drivers and conductors had the culture of pocketwg fares for which they didn't issue
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ticketsas indicated by 44.4% of the respondents8anidthe respondents are indifferent or are in
ambiguous about that opinion as indicated by 29.6P& respondents revealed that they have
more adequate information about that case whiclolede failure of ONATRACOM.

Table 16.ONATRACOM used to vandalizing vehicles foparts

Standard
Mean Percent |Valid Percent [deviation
Valid Indifferent |14 51,9 51,9 51,9
Agree 13 48,1 48,1 100,0
Total 27 100,0 100,0

Source: Primary data, 2014
According to the table 16 shows that 13 of the sasnts agreed that ONATRACOM used to
vandalizing vehicles for parts as indicated by #8df the respondents and 14 of the respondents

are indifferent or are in ambiguous about that mpiras indicated by 51.9%.

Table 177ONATRACOM often couldn’t pay its suppliers

Standard
Mean Percent |Valid Percent [deviation
Valid Disagree |7 25,9 25,9 25,9
Indifferent |7 25,9 25,9 51,9
Agree 13 48,1 48,1 100,0
Total 27 100,0 100,0

Source: Primary data, 2014

According to the table 17 shows that 13 of the segpents agreed that ONATRACOM often

couldn’t pay its suppliersas indicated by 48.1%hef respondents and 7 of the respondents are
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indifferent or are in ambiguous and same as digagb®ut that opinion as indicated by 25.9%
for both cases. The respondents revealed thathitheg more adequate information about that
case which led to the lack of confidence of sugpiceONATRACOM.

Table 18.ONATRACOM had the culture of ripping its partners

Standard
Mean Percent |Valid Percent [deviation
Valid Disagree |11 40,7 40,7 40,7
Indifferent |16 59,3 59,3 100,0
Total 27 100,0 100,0

Source: Primary data, 2014

According to the table 13shows that 16 of the radpats are indifferent or are in ambiguous

about that opinionfor the culture of ripping itsipeersas indicated by 59.3%.

Table 19. Staff salaries were not paid on time le&@uy to staff misconduct like

theft
Standard
Mean Percent |Valid Percent [deviation
Valid Indifferent 7 25,9 25,9 25,9
Agree 13 48,1 48,1 74,1
Strongly agree |7 25,9 25,9 100,0
Total 27 100,0 100,0

Source: Primary data, 2014
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According to the table 19 shows that 11 of the oesents agreed that Staff salaries were not
paid on time leading to staff misconduct like thsfindicated by 48.1% of the respondents and 7
of the respondents are indifferent or are in amiigusame as strongly agree about that opinion
as indicated by 25.9%. The respondents revealédh&w have more adequate information about

that case which led to the nonperformance of ONATRM.

Table 20. ONATRACOM had leaky procurement processes

Standard
Mean Percent |Valid Percent [deviation
Valid Indifferent |14 51,9 51,9 51,9
Agree 13 48,1 48,1 100,0
Total 27 100,0 100,0

Source: Primary data, 2014

According to the table 20 shows that 13 of the oagents agreed thatONATRACOM had leaky
procurement processesas indicated by 48.1% ofedgondents and 14 of the respondents are
indifferent or are in ambiguous about that opinas indicated by 51.9%. The respondents
revealed that they have more adequate informabontahat case which led to the decreasing of
growth of ONATRACOM.

4.3 Summary of data analysis

The data presented and interpreted was got fromgpyi source and was gathered by the
guestionnaire. The data includes the profile of rdspondent that is the gender and finally the
data in line with the research objectives.

The results showed that the views of responderids aaesearcher that the source of fail of
public companies are poor management at the f&8.6%, culture of corruption at the rate of

22.2%, bad governance at the rate of 40.7% and etitiop with private sector operators at the

rate of 7.4%. All respondents declared the faibh@ NATRACOM at 100%.
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This means that the indicators that the respondgawe to the researcher as sources of that
failing are poor management, culture of corruptibagd governance, nepotism or favouritism
between employees and managers, culture of impuaiti of innovation and competition with

private sector operators which are included inydaditivities within that company.

The table 11 presents that the respondents’ ognithrey think that the specific management
mistakes which led to ONATRACOM’s failure are fundsmanagement at the rate of 14.8%,
Nepotism at the rate of 29.6%, lack of transparesicyhe rate of 22.2%, poor procedures at
14.8% and bad financial management.

The table 12 indicates that the quality of interaadlit in ONATRACOM are very poor because
the views of respondents show that auditors areéndgependent in that company at 25%, 44.4%
of respondents viewed that auditors do not careitatmmpanies, 14.8% of them said that there
is conflicts of interest within that company ancrh is no transparency in recruitment. This
means that the internal audit in ONATRACOM is imeetive according to the views of
respondents.

According to the views of respondents, 11 of thepomdents agreed and strongly agreed that
there is poor and corrupted management as indi¢atetD.7% of the respondents and 5 of the
respondents are indifferent or are in ambiguousuabmat opinion as indicated by 18.5%. 15
respondents agreed that most of ONATRACOM's drivemsl conductors had the culture of
siphoning fuel out of buses and reselling it onengdound market as indicated by 55.6% of the
respondents. 12 respondents agreed that most offBINEOM drivers and conductors had the
culture of pocketing bus fares for which they didssue tickets as indicated by 44.4% of the
respondents.

According to the table 17 shows that 13 of the segpents agreed that ONATRACOM often
couldn’t pay its suppliers as indicated by 48.1%ha& respondents. The respondents revealed
that they have more adequate information aboutdase which led to the lack of confidence of
supplies to ONATRACOM.

According to the table 19 shows that 13 of the oesents agreed that Staff salaries were not
paid on time leading to staff misconduct like thedtindicated by 48.1% of the respondents and
7 of the respondents are indifferent or are in guonis same as strongly agree about that

opinion as indicated by 25.9%. According to thel¢aPO shows that 13 of the respondents
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agreed that ONATRACOM had leaky procurement prezesss indicated by 48.1% of the

respondents and 14 of the respondents are indiff@reare in ambiguous about that opinion as
indicated by 51.9%. Basing on the above resultgsaarch conclude that the main objective
which assessed the impact of dependent internat andousiness growth taking the specific

case study of the former Rwanda National comparpubfic transportation otherwise known as
ONATRACOM is not confirmed and not verified.
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CHAPTER FIVE

DISCUSSION OF RESULTS

5.1 Introduction

The previous chapter was concerned with analyssemting and interpreting data got from
employees and passengers of ONATRACOM. This chdh&efore is concerned with finding
out why the company has failed to achieve to i&go

5.2 Discussion

The discussion section is sub-divided into subisestthat originate from the objectives of the
study and a Research Questions. The researcheissigt the findings of the study in guidance
with the research Questions of the study as wietebslow:

5.2.1 Discussion of Results on research questioneon
The research question which originated from theabjes of the study that: Does internal audit

increase the sales and net profit of ONATRACOM? Tiffermation from the data analysis
showed that the failure of the company to growus tb poor management at the rate of 29.6%,
culture of corruption at the rate of 22.2%, badegaance at the rate of 40.7% and competition
with private sector operators at the rate of 7.48%. respondents declared the failing of
ONATRACOM at 100%. Bad governance is rate at tigh lhevel as the cause of failure to
expand; it is also in the same basket with mangroidctors which might cause the failure of the
company to compete and achieve to the targetedtolgs; internal audit as part of management
team was supposed to advice the senior team ontdawprove the quality of the service and
compete with many other transport companies.

5.2.2 Discussion of results on research question two

Research question two stated that internal audistathe company for the expansion of the
business; the question is: Has internal audit &skishe expansion of ONATRACOM
operations?

Internal audit plays a big role for senior managetna solid and constructive relationship with

senior management is also critical for effectivactioning of the internal audit activity. Thus,
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senior management can support internal audit bingithem specific input (requests), which

often reflects high-risk areas or important bussnggportunities. Furthermore, different levels of
management, including senior management, shouldnibto providing prompt responses to

recommendations from internal audit, to monitorihg implementation of action plans, and to
keeping internal audit informed of plans, of chantgethe risk and internal control profile of the

organization, and of major changes to the orgaioizat policies and procedures. The above
statement was opposite in the management of ONATRXCdifferent mistakes were done by

senior team and the support team; that is the meascording to the table 20; 13 of the

respondents agreed that ONATRACOM had leaky procarg processesas indicated by 48.1%
of the respondents, and 14 of the respondentsndifferent or are in ambiguous about that
opinion as indicated by 51.9%. The respondents atedethat they have more adequate
information about that case which led to the desirepof growth of ONATRACOM.

Bad governance was the main reason of the failitkeocompany, it is rated at 40.7% as the
main reason. What does it mean? It means that #vére company has the internal audit

department but the management of the company hasnalerstood the recommendation from

that department.

5.2.3 Discussion of results on research questionrée
This research question originated from the reseguestion which started that: Does internal

audit lead to the growth of public Institutions?2Mas expected that the new private management
is expected to turnaround Onatracom given the drapportunities that the Rwandan transport
sector offers.

According to the table 17 shows that 13 of the segpnts agreed that ONATRACOM often
couldn’t pay its suppliers as indicated by 48.1%haf respondents. And according to the table
19 shows that 13 of the respondents agreed thtsalaries were not paid on time leading to
staff misconduct like theft as indicated by 48.1#4h@ respondents. A cursory examination of
the company’s operations for the past few yeareaksvthat a culture of corruption, petty
larceny, indifference, very poor management in ganare what have brought it low. The firm
is one of the worst government-run institutionshie country.

Poor and corrupt management bred even more casruptid theft of company property. Over a
period of time ONATRACOM could not pay employeeasas. Sometimes employees would be

owed salary arrears of four months or more. A far@&ATRACOM driver, Jean d’Amour
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Rugira who left the company in frustration threangeago told the researcher that some drivers
and conductors made it a practice to react by t@ppiel out of buses and selling it on the
underground market. Others would simply pocketfauss for which they did not issue tickets.
According to the table 20 shows that 13 of the oeglents agreed that ONATRACOM had leaky
procurement processes as indicated by 48.1% afegpmondents and 14 of the respondents are

indifferent or are in ambiguous about that opiré@nindicated by 51.9%.

ONATRACOM, which is a government-owned company thets no subsidies from government

(it is quasi private and supposed to be self-soistgiand unlike other state-owned institutions

receives no budget from the government with theeption that it is the government that gives it

buses) kept itself “afloat” mostly by ripping oftigpliers: fuel and lubricants suppliers, spare
parts suppliers, repair bills and reneging on pgyar a various other expenses. At one time, the
outside of the ONATRACOM accountant offices wouddemble a market place.

One result is that since Onatracom cannot affordhal spare parts it may need, buses that

develop even simple mechanical faults are parkéldercompany’s huge compound at Biryogo.

Basing on the above results, a research conclude thhe main objective which assessed the
impact of dependent internal audit on business tiraaking the specific case study of the
former Rwanda National company of public transpgataotherwise known as ONATRACOM

is not confirmed and not verified.
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CHAPTER SIX

SUMMARY CONCLUSION, AND RECOMMENDATION

6.1. Introduction
This chapter presents the conclusion which is drénom the major finding and the entire
research, on considering the major findings andgtireeral conclusion; some recommendations

are put forward by the researcher.

6.2. Conclusions

The study aimed at examining impact of internal iawh the business growth of public
institution, case study of ONATRACOM. This reseakhs conducted as a case study using
ONATRACOMiIn NYARUGENGE District. The study was buiat four specific objectives
which are to determine if internal audit lead te thusiness growth of ONATRACOM, to find
out if achieving internal audit increases the nefipand sales of ONATRACOM, to explore if
there is internal sources of funds for pursuingaghoopportunities in ONATRACOM, to assess
whether ONATRACOM is able to obtain external sosrad funds for pursuing growth
opportunities as a result of internal audit impachot.

Data was collected by the questionnaire as the maia correction instrument. The findings
were got from 27 respondents as the sample frortothetarget population of 96. It was found
out that ONATRACOMwas failure in its services besaut was not achieve its targeted
objectives and in this company, the internal awdis not effective in order to make performance

of that company.

6.3. Recommendations

After analyzing the finding and the general conidnsf the study, the researcher came up with
these recommendations.

The government should revise the regulatory sygjewerning transport companies as this can

help increasing their capacity following the rdhey play in enhancing it performance.
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Governmentprofessionalize public transport indystrpnerate it from taxes, from its operations

in rural areas,tight ling control all operation,taioprivatize it and add more funds for operations

Reform in public transport system-The existing puldansport service providers are currently
operating in the cities and in Kigali cityand thbBgve ignored the village and surrounding
region; the reforms in public transport is requimth the purpose of facilitating the registered
companies to operate in different remote areasatsaltrain their staff on the management of
companies.

ONATRACOM should encourage its clients, employeed ather partners to own them the
satisfied services as this can solve the challefdack of effectiveness of services since when
they are together one can work as a security tthano

Auditors of ONATRACOM should be independent, anadidwepotism in their daily activities

which led to the performance of such company.

6.4. Suggestion for further research

The study was not exhaustively handled; this ingplieat more on the topic area and related field
need to be examined, with that note these topeswaggested for further research.

Assess the effect of transport companies on ecanaelfare of the Rwandans.

Analysis of transport companies inself developnuérnihe beneficiaries

Transport companies and socio-economic developofdRivanda
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APPENDIX

SURVEY QUESTIONNAIRE

Questionnaire Numbe

Numero Y'ifishi

Date of Survey

Itariki y’ibarura

Day Month Year

Introduction [This information must be read to the respondent]

Hello, my name is:

I am doing my Research Project to be submittecantiad fulfilment of the requirement for the

award in Master’s Degree to be submitted to University.

If you agree, | would like to ask you some questioviour answers to these questions will be
kept strictly confidential so that no one will knowur answers. Not even your name will be

written on this questionnaire.
The interview will last about 15 minutes. Your pegation will greatly contribute to our

understanding of the Impact of Internal Audit on ®NRACOM’s operations.

If you accept, | would like to start. Thank you.
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Intangiriro[ _ibi bisomerwa ugiye gusubdza

Mwiriwe/mwaramutse; nitwa

ndigukora ubushakashatsi buzamfasha kurangiza amaganjye y'ikiciro cya gatatu cya

kaminuza, buzatwangwa mw’ishuri rya

Niba mubyemera; nifuzaga kubabaza bimwe mubibazie mfbisubizo byawe nizabikwa
mwibanga kuburyo nta numwe uzamenya ibisubizo byaMieina ryawe ntiryandikwa kuri

iyifishi y’'ubshakashatsi.
Ibibazo birafata iminota itarenze 15. Ibisubizo Wwgani umusanzu ukomeye mugosobanukirwa

neza umusanzu w’abacunga mari bigenga mu mikoee@NATRACOM.

Niba mubishaka mwanyemerera ngatangira. murakoze

Instructions to the interviewer:

Amabwiriza yo gusubiza

Interviewer, place an “X” in the box of the seletsnswer(s).

Urashyira akamenyetso ka (x) kugisubio kiboneye

Do not read responses unless the directions iredgmat
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GENERAL DEMOGRAPHIC QUESTIONS/IBIBAZO RUSANGE

1. Category of respondgput an “X” in the box next to selected answer)ugee

rwabasubiza

L] 1 Former ONATRACOM Managanvahoze ari umukozi wohejuru wa

ONATRACOM
Former ONATRACOM Employeeiwahoze akorera Onatracome

Private transporteutwara abantu kugiti ke

Public Sector transportativara abantu muri rusannge

Private sector drivarmushoferi w'abikorera kugiti cyabo

Public sector drivemmushoferi w'abatwara abantu muri rusange

Regular traveletimugenzi uhoraho

O O o od o o o
©® N o 0 A~ W N

Current Public Transport Industry Managemnuyobozi w’abatwara

abantu muri rusange

. Have ever heard of ONATRACONput an “X” in the box next to selected answer)haa

warigeze wunva ONATRACOM? (shyira “x” kugisubizo &yo)
L 1 Yes

] 2 No

3. How did you know ONATRACOM™Mamenye gute ONATRACOM

4. (Put an “X” in the box next to selected answer)ysa “x” kugisubizo kiri cyo)

L] 1  Worked with it/Narayikoreye

L] 2 Traveled with itNayikoresheje murugendo
L] 3 Heard it in mediaayunvise mubinyamakuru
O 4

Used to see its buses arolmkundaa kubona imodoka zabo

zitwara abagenze

. Where do you usually live and/or wotkBusanzwe utuye he/ cg ukorera he?

(Put an “X” in the box next to selected answerjiyisa “x” kugisubizo kiri cyo)
4y



L] 1 In Kigali CityMumujyi wa Kigali

L] 2 Outside Kigali City in rural Rwandayuma ya Kigali mubice
by’icyaro

L] 3 Outside Kigali City in anothévlunkengero za kigai

6. What is your main jobfDo not read out answers and choose one answeutiyng an
“X” sign in in the box next cited answer)/ukore@iKntabwo usoma ibisubizo; reka

usubiza aguhe igisubizo nawe ushyire akamenyet8§”Keugisubizo cy’ukuri)

1 No jobNtakazi

2  Civil ServantiNkorera inzego za leta

3  Private Sector workedkorera abikorera kugiti cyabo
4

OtherAkandi-

O 0O o od
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KNOWLEDGE OF PUBLIC COMPANIES REASONS FORFAILURE /ubumenyi ku mpamvu zo gohoma

kuri ri kampani rusange

7.

In your opinion, what
are the main reasons
why public companies
often fail despite all
effort to enforce rules,
procedures and
regulationsRubwawo,
ubona ari izihe
mpamvu zingenzi
kampani rusange
akenshi zidatera
imbere nyamara haba
hashyizwemo ingufu
nyinshi mukuyobora,
imikorere nandi

mabwiriza

(Do not read answers; put ar

“X" each time an answer is

selected. Choose one

response corresponding to

first reason)/ (ntabwo usoma

ibisubizo; reka usubiza aguh

igisubizo nawe ushyire

11%

akamenyetso ka “X”

Poor Managementhiyoborere ikennye 1

Shortage of fundsikunga idahagije 2

Indifference in managemeitddnukaniro| 3

mumiyoborere

Culture of Corruptionimuco wa ruswd

Bad governancehiyoborere mibi

Petty larceny (theftybujura bworoheje

Nepotism/Favoritisnivangura

Culture of impunityimuco wa kwisanzura n

kutagenzurws

Lack of innovatiortutagira udushya

Competition with private sectd

operatorgjuhangana nizindi kampani zigen
Othevibindi

14
5
6
7

@3B

1 9

1 10

r
gal
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kugisubizo cy’ukuri)

8. Do you think Internal
Audit can contribute td
private companies’
successUratekereza
ko abagenzura mari

bafasha mugutera

Yes/Nego
No/Hoya

Don’t Know/ntabwo mbizi

A W DN P

No answemltagisubizo

9. If yes, for what
reasonsNiba ari yego;

ni kuzihe mpamvu

(do not suggest
answers, choose
one/ntumuhe ibisubizd

uhite mo kimwe)

It helps to identify mistakelsdfasha mukubongl
amakosa

Gives recommendatiorstanga inama zubakie2
Suggests ways of improvemei@tanga inama
kuburyo bushoboka mwiteramber3

It intimidates bad managebsitera ubwobg
ubuyobozi bubj 4

Helps restructuring procedurbafasha

mugushyiraho ingamba zikwiy5

10.1f no, whyNiba ari
hoya ni ukubera iki?

(do not suggest answers,
choose one/ ntumuhe
ibisubizo, uhite mo kimwe

Auditors are not independeablagenzura marj 1
ntabwo bigenga

Auditors often don’t care abou 2
companiesibagenzura mari akenshi ntabw
bita kuri kampani

Conflicts of interestaitambra y’'inyungu 3
Auditors are relatives of higr4
managerslbagenzura mari ni insuti zahafi z.
bayobozi| 5

Everybody is indifferenburi wese afite 6
itandukaniro

Lack of transparency inrecruitmekitagira | 7

uburyo busbanutse mwitangwa ry’akz[izi
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Other reason&indi

mpamvu
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OPINIONS ON ONATRACOM’ sFAILURE /impamvu zatumye ONATRACOM idatera imbere

11.In your
opinion, what
was the origin
of
ONATRACO
M’s failure?
Mubitekrezo byawe;
ubona ari iki cyateye
ONATRACOM

kudatera imbere?

(Do not read
answers; put an “X”
each time an answer
is selected. Multiple
responses are

possible)

Poor Managemenimiyoborere
ikennye

Shortage of fundshkunga
idahagije

Indifference in management/

itadnukaniro mumiyoborer

D

Culture of Corruptionimuco wa
ruswa

Bad governancemiyoborere
mibi

Petty larceny (theft)ibujura

bworoheje
Nepotism/Favoritismivangura

Culture of impunitylumuco wa

kwisanzura no kutagenzurwa

Lack of innovationkutagira

udushya

=

Competition with private sectd

operatorsguhangana nizindJ‘il
kampani zigeng
Othevibindi

YES(=1) No (=2)
1 2
1 2
1 2
1 2
1 2
1 2
1 2
1 2
1 2
1 2
1 2

12.Which specific managemer

mistakes do you think led t

overall failure?

(Circle the corresponding

code)

Funds mismanageme
Nepotism
Lack of transparenc

Poor procedure

Bad financial manageme
Other

13.How could you qualify

Auditors are professiong

R o 0o A W N PP
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ONATRACOM's internal

audit?

(tick corresponding code,

choose one answer)

Auditors are not independe

Auditors often don’t care about compan
There is conflicts of interes|

Auditors are relatives of high managg
Everybody is indifferen

There is no transparency in recruitmg

Other reasons:

© 00 N O o b~ W DN

[N
o

=
=
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OPINIONS ON SOME M ALPRACTICES OF ONATRACOM STAFF MEMBERS

AT WHAT EXTENT DO YOU AGREE WITH THE

FOLLOWING STATEMENT ?

()
o
(@]
(SA=STRONGLY AGREE, A=AGREE, NAD=NOR o o
_ b a >
AGREE OR DISAGREE, D=DISAGREE, o = ot
o)) o 82
SD=STRONGLY DISAGREE) < 3 o | 8
= 5, 0| =
glg|< |22
. . . = = 5 0 =
(Circle the corresponding code as cited) Bl L S a |l &
14. ONATRACOM had poor and corrupted
managemei(Circle the corresponding codel 5 | 4 3 2 1
as cited)
15.Most of ONATRACOM drivers and 51| 4 3 2 1
conductors had the culture of siphoning fuel
out of buses and reselling it on underground
market.(Circle the corresponding code as
cited)
16. Most of ONATRACOM drivers and
conductors had the culture of pocketing bus5 | 4 3 2 1
fares for which they didn't issue tickets.
(Circle the corresponding code as cited)
17.ONATRACOM used to vandalizing vehicles
for parts(circle the correspondingcodeas| 5 | 4 3 2 1
cited)
18. ONATRACOM often couldn’t pay its
supplierg(Circle the corresponding codeas 5 | 4 3 2 1
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cited)
19. ONATRACOM had the culture of ripping its
partners. 51| 4 3 2 1
(Circle the corresponding code as cited)
20. Staff salaries were not paid on time leading
to staff misconduct like thef(Circle the 51| 4 3 2 1
corresponding code as cited)
21.ONATRACOM had leaky procurement
processes. 51| 4 3 2 1
(Circle the corresponding code as cited)
22.What do you think can be done to re-laung
ONATRACOM and make it function well?
YES NO
(Circle the corresponding code as cited, multiple | (=1) (=2)
answers are possible)
a) Professionalize public transport industry. 1 2
b) Exonerate it from taxes from its operations 1 2
rural areas.
c) Tightly control all operations. 1 2
d) Totally privatize it. 1 2
e) Add more funds for operations. 1 2

=== end of survey ===
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