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ABSTRACT 
The aim of this study was to evaluate the effects of internal control systems on profitability of SME’s in 

Rwanda. A descriptive research design was adopted in this study while the population of this study was 445 

employees of CETRAF Ltd. A sample of 82 employees of CETRAF Ltd was selected. Purposive sampling 

technique was used both primary data and secondary data were used; where primary data were collected 

using questionnaire and interview while the secondary data were collected using documentation.After the 

data collected were organized, edited and coded, quantitative data were entered into SPSS 20 and MS-Excel.  

The significance of the findings was tested using the p-value, to determine whether the null hypothesis should 

be accepted or rejected. If the p-value >0.05 then alternative hypothesis is accepted while null hypothesis is 

rejected.The results examined and established a significant relationship between internal control system and 

profitability of CETRAF Ltd through the dimensions of internal control systems (the control environment, 

control activities, risk assessment, information and communication, and monitoring activities) and that of the 

profitability (ROE) selected for this particular study. Details showed that control environment is linked to ROE 

(r = 1.000, p ≤0.05), control activities is also linked to ROE (r = 0.762, p ≤ 0.05), risk assessment is linked to 

ROE (r = 0.836, p ≤ 0.01), information and communication is also linked to ROE (r = 0.762, p ≤ 0.05), and 

monitoring activities is linked to ROE (r = 0.836, p ≤ 0.01). It implied that there a strong positive relationship 

between internal control system and profitability of CETRAF Ltd. The study concluded that there was a 

positive relationship between the control environment, control activities, risk assessment, information and 

communication, and monitoring activities and the profitability of CETRAF Ltd. The study recommended that 

SME’s should ensure that they have effective control environment, control activities, proper risk assessment 

policies, efficient information and communication methods and proper monitoring activities strategies to 

ensure that their internal controls systems are effective and to enhance their profitability. 
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INTRODUCTION 

Today, across the world, internal control plays an 

important role in directing and preventing fraud and 

protecting the organization’s resources, toward 

achievement of the organization goals. Internal 

control is a topical issue following global fraudulent 

financial reporting and accounting scandals in both 

developed and developing countries. Improving 

internal control in an organization may lead to 

improvement of financial reporting and decrease of 

bankruptcy. Internal control are the methods or 

procedure adopted in organization to safeguard its 

assets, ensure financial information is accurate and 

reliable, ensure compliance with all financial and 

operation requirements, and generally assist in 

achieving the business objectives (Uwingabire, 

2019). 

Small medium enterprises (SME’s) are the engine of 

economic growth and equitable development in 

developing economies (Agwu& Emeti, 2014). In 

Africa, SMEs are the backbone of the economy and 

a key source of economic and dynamic growth and 

flexibility (Eniola et al., 2015).An entity should put in 

place its own system of controls in order to achieve 

its objectives (Mwindi, 2008). A system of effective 

internal controls is a critical component of company 

management and a foundation for the safe and 

sound operation of organizations. However, 

ineffective internal controls result in ineffective 

programs and eventually leading to losses (Olumbe, 

2012).  

SMEs have tended to have a more relaxed attitude 

towards fraud. This could be attributed to the 

increased difficulties in implementing solid internal 

controls or the closer working relationships within 

SMEs (KPMG, 2013). Whatever the reason, SMEs 

experienced a higher incidence of fraud with 50% of 

SME respondents experiencing at least one fraud in 

the past 2 years. One of the difficulties facing SMEs 

is their ability to absorb the cost of a fraud if it 

occurs. The survey identified that in over 40% of the 

fraud incidents none of the money lost was 

recovered, whilst the actual recovery rate of around 

37% of the total dollar amount lost is very low. This 

research project sought to investigate the extent to 

which small firms engage in internal control practice 

to ensure its future survival from the introductory 

phase to the growth phase of the organizational life 

cycle (Njaramba & Ngugi, 2014).  

Profitability is the firm’s ability to efficiently 

operate, be more profitable, to grow and survive for 

a long period of time (Akisik & Gal, 2017). All 

organizations strive to utilize it resources effectively 

to achieve a high-performance level especially in 

financial terms. Thus, Profitability is the outcome of 

any of many different activities undertaken by an 

organization. Profitability is an indication of how a 

firm can utilize its current assets from the firm’s 

main business mode and operations and generate 

revenues for the business (Harashet al., 2014). 

Profitability also shows how health a firm is in 

financial terms over a certain period. Profitability is 

applied in weighing up firms from same industry or 

in comparison to other firms in different industries 

or sectors with intention to come up with a decision 

on how to improve on the prevailing situation or 

sustain a desirable position within the market 

(Alarussi & Alhaderi, 2018). 

Objectives of the Study  

The general objective of this study was to evaluate 

the effects of internal control systems on 

profitability of SME’s in Rwanda. The specific 

objectives of this study were the following; 

 To determine the effect of control 

environment on profitability of CETRAF Ltd 

 To examine the effect of control activities 

on profitability of CETRAF Ltd 

 To analyze the effect of risk assessment on 

profitability of CETRAF Ltd 

 To assess the effect of information and 

communication on profitability of CETRAF 

Ltd.  

 To examine the effect of monitoring 

activities on profitability of CETRAF Ltd. 

Problem Statement 

Globally, internal control failure among small 

businesses often leads to loss of assets, fraud, 

waste, mismanagement, inefficiency, loss of client 
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assurance, and failure to achieve business goals 

(Stone, 2016). Lack of internal control has a negative 

effect on the profits and continuity of business 

(Othman & Ali, 2015). 

Poor internal controls system causes asset 

misappropriations, corruption, organizational fraud 

and fraudulent statements in SME’s in Rwanda. The 

management of SME’s must ensure that a proper 

internal control structure is instituted, reviewed 

updated to keep it effective. Properly developed 

and effectively implemented internal control helps 

to protect against wastage of resource and a basis 

for the smooth operations of all type of an 

organization. According to internal audit procedures 

manual published by (MINECOFIN, 2013), internal 

control is intended to prevent financial loss and 

waste, promote efficient financial management and 

accountability, prevent or detect and deter fraud or 

other irregularities, prevent or detect error, 

safeguard the entity’s assets, promote ethical, 

orderly, efficient and effective government 

programs or projects, enhance reliability of financial 

information and reports, and promote compliance 

with laws and regulations. Despite the several 

studies that have been done in different countries 

USA; Sri Lankan; Nigeria; Kenya; and Rwanda), the 

effect of internal control system on profitability of 

SME’s is not satisfactory. To fill this gap and add to 

the body of knowledge, the study therefore sought 

to evaluate the effects of internal control systems 

on profitability of SME’s in Rwanda. 

LITERATURE REVEIEW 

Theoretical framework 

The theory of internal control  

The internal control system is a concept that 

encapsulates the structure of any entity integrity, 

ethical values and all activities that control to ensuring 

balance in the traction for optimality (Francis & 

Imiete, 2018; Mary et al., 2014). Internal control 

system reflects the framework of action that manages 

business strength, weakness, threat and opportunity 

in an attempt to sustain desired business outcome. It 

is an integrated line of activities, policies, plans and 

effort by the management, board of directors and all 

the personnel to ensure the efficient achievement of 

organizational goals and objectives (Mahadeen et al., 

2016). Every effort put in place by an organization to 

enhance operating performance is related directly or 

indirectly with internal control system components, 

and this is why the internal control system mirrors the 

viability and sustainability of a business entity 

especially in a highly flexible business environment 

(Masadehet al., 2015). It wills among other things in 

an organization, ensures high level operational 

accountability, establishment of goal-oriented 

procedures and pattern of operation (El-Masri et al., 

2015).  

Agency theory 

Agency theory is concerned with resolving problems 

that can exist in agency relationships; that is, 

between principals such as shareholders and agents 

of the principals for example, company executives. 

The two problems that agency theory addresses 

are: the problems that arise when the desires or 

goals of the principal and agent are in conflict, and 

the principal is unable to verify what the agent is 

actually doing and the problems that arise when the 

principal and agent have different attitudes towards 

risk.  

Adams (1994) argued that, agency theory also 

provides a useful theoretical framework for the 

study of internal auditing function. He also 

proposed that agency theory not only helps to 

explain and predict the existence of internal audit 

but that is also helps to explain the role and 

responsibilities assigned to internal auditors by the 

organization and that agency theory predicts how 

the internal audit function is likely to be affected by 

organizational change. He concludes that agency 

theory provides a basis for rich research, which can 

benefit both the academic community and internal 

auditing profession. This theory relates to this my 

study as it helps to explain the role of internal 

control which helps to improve profitability of 

SME’s.   

Contingency theory 

Contingency theory is usually applied in description 
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of a relationship that exists between context and 

structure of effective internal control and 

organizational performance especially in financial 

reporting perspective (Jokipii, 2010). This theory 

asserts that there exist no better way of design 

planning and system of control as well as 

management systems which can handle all 

situations effectively and successfully (Bobkova, 

2014). Therefore, this theory suggests that exists no 

one universal control system, which is applicable to 

all firms in all situations. The basic premise of 

contingency research is that, organizational context 

and structure must fit together for an organization 

to perform well (Jokipii, 2010). Therefore, the 

planning design and systems of control is 

dependent on various internal variables and 

external variables and which a better fit between 

both internal and external variables and 

management systems should result in an improved 

performance of an organization (Bobkova, 2014). 

Stewardship theory 

Donaldson and Davis (1991) stated that this theory 

focuses on the ability of the management of the 

organization to align their goals with the 

institutional goals. They further stated that 

stewards’ satisfaction and motivation is driven by 

the success of the organization. He further argued 

that effective stewardship requires employee 

empowerment and provision of independence 

based on trust.  

Stewardship theory has its roots from psychology 

and sociology and is defined by Davis, Schoorman 

and Donaldson (1997) as “a steward protects and 

maximizes shareholders wealth through firm 

performance, because by so doing, the steward’s 

utility functions are maximized”. Unlike agency 

theory, stewardship theory stresses not on the 

perspective of individualism (Donaldson & Davis, 

1991), but rather on the role of top management 

being as stewards, integrating their goals as part of 

the organization. The stewardship perspective 

suggests that stewards are satisfied and motivated 

when organizational success is attained. Argyris 

(1973) argues that while agency theory looks at an 

employee or people as an economic being, which 

suppresses an individual’s own aspirations, on the 

other hand Donaldson and Davis (1991) argue that 

stewardship theory recognizes the importance of 

structures that empower the steward and offers 

maximum autonomy built on trust. It stresses on 

the position of employees or executives to act more 

autonomously so that the shareholders returns are 

maximized. Indeed, Fama (1980) contend that 

executives and directors are also managing their 

careers in order to be seen as effective stewards of 

their organization, whilst, Shleifer, Andlei and Vishny 

(1997) claims that managers return finance to 

investors to establish a good reputation so that they 

can re-enter the market for future finance. 

Environment control on profitability of SME’s 

Mugo (2013) investigated and sought to establish 

the relationship between internal control systems 

and financial performance in technical training 

institutions in Kenya. The research was conducted 

using both quantitative and qualitative approaches 

using survey, correlation and case study as research 

designs. Data was collected using questionnaires as 

well as review of available documents and records 

targeting basically finance officers, heads of 

departments, management committee members 

and finance and accounts staff as respondents from 

a population of 37 technical training institutions in 

Kenya. Data was analyzed using the statistical 

package for social scientists where conclusions were 

drawn from tables, figures from the package. The 

research was conducted using both quantitative and 

qualitative approaches using survey, correlation and 

case study as research designs. Based on the 

results; the correlation table presents the 

relationship between dimensions of internal 

controls measured by control environment, internal 

audit and control activities against financial 

performance, measured by liquidity, accountability 

and reporting. The results show that all the 

dimensions relate positively. Specifically, control 

environment relates positively with liquidity, 

accountability and reporting (r = 0.294, p < 0.01; r = 

0.338, p < 0.01; r = 0.276, p< 0.01) respectively. 
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These suggest that the control environment relates 

positively with financial performance. 

Control activities on profitability of SME’s 

Mugo (2013) investigated and sought to establish 

the relationship between internal control systems 

and financial performance in technical training 

institutions in Kenya. The research was conducted 

using both quantitative and qualitative approaches 

using survey, correlation and case study as research 

designs. Data was collected using questionnaires as 

well as review of available documents and records 

targeting basically finance officers, heads of 

departments, management committee members 

and finance and accounts staff as respondents from 

a population of 37 technical training institutions in 

Kenya. Data was analyzed using the statistical 

package for social scientists where conclusions were 

drawn from tables, figures from the package. The 

research was conducted using both quantitative and 

qualitative approaches using survey, correlation and 

case study as research designs. Based on the 

results; indicate a positive relationship between 

internal control activities as a component of internal 

control systems with liquidity, r = 0.291 with 

astandard error, p < 0.01. Internal control activities 

further relate positively with accountability, r = 

0.094 with a standard error, p<0.01 and with 

reporting, r = 0.299 with standard error, p < 0.01. 

This seems to agree with Ray and Pany (2001)’s 

belief that” control activities are policies and 

procedures that help ensure that management 

directives are carried out”. Therefore, internal 

control activities affect financial performance. 

Risk assessment on profitability of SME’s 

Bett and Memba (2017) assessed the effects of 

internal control systems on the financial 

performance of Menengai Oil Company, Kenya. The 

specific objectives of the study were to determine 

the effect of control environment on the financial 

performance of Menengai Company, determine the 

influence of risk assessment on the financial 

performance of Menengai Company and to 

establish the influence of information systems on 

financial performance of Menengai Company. The 

study adopted a survey research design. A census of 

189 respondents was used in the study. The data 

collected were first being tabulated, then analyzed 

by use of descriptive statistics and inferential 

statistics. The results were presented in charts, 

tables and graphs. ANOVA tests confirmed that 

control environment, risk assessment and 

information have a significant influence on financial 

performance.  

Nyakundi et al. (2014) studied the effect of internal 

control systems on financial performance among 

SMEs in Kisumu city, Kenya. The research was 

conducted using both quantitative and qualitative 

approaches; adapting cross-sectional survey 

research design. The study used both primary and 

secondary data. Primary data was collected using 

structured questionnaire and interview, while 

secondary data was obtained from financial 

statements of the sampled enterprises. Data was 

analyzed using descriptive statistics as well as 

inferential statistics. The study specifically revealed 

that a significant change in financial performance is 

linked to internal controls systems. Based on the 

findings of the study, it is concluded that internal 

control systems as supported by the study findings 

significantly influence the financial performance of 

Small and Medium scale Enterprises. The 

investigation recommends training on the 

significance of internal controls among proprietors 

of Small and Medium scale Enterprises. The above 

empirical studies relate to the effect of risk 

assessment on financial performance.  

Information and communication on Profitability of 

SME’s 

Bett and Memba (2017) assessed the effects of 

internal control systems on the financial 

performance of Menengai Oil Company, Kenya. The 

specific objectives of the study were to determine 

the effect of control environment on the financial 

performance of Menengai Company, determine the 

influence of risk assessment on the financial 

performance of Menengai Company and to 

establish the influence of information systems on 

financial performance of Menengai Company. The 
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study adopted a survey research design. A census of 

189 respondents was used in the study. The data 

collected were first tabulated, and then analyzed by 

use of descriptive statistics and inferential statistics. 

The results were presented in charts, tables and 

graphs. ANOVA tests confirmed that control 

environment; risk assessment and information 

systems have a significant influence on financial 

performance. Alawattegama (2018) explored on the 

impact of the adoption of enterprise risk 

management (ERM) practices on firm performance. 

A sample of forty five banking and finance 

companies listed on the Colombo Stock Exchange 

(CSE) was selected for this study and uses both 

primary and secondary data for the empirical 

analysis. The extent of adoption of ERM practices 

was assessed by using the ERM integrated 

framework of committee of sponsoring organization 

(COSO) of the Tread way Commission of USA. 

Return on equity (ROE) is used as a proxy to 

measure the firm performance and uses 

multivariate regression analysis to assess the impact 

of key ERM functions on firm performance. 

Nyakundi et al. (2014) studied the effect of internal 

control systems on financial performance among 

SMEs in Kisumu city, Kenya. The research was 

conducted using both quantitative and qualitative 

approaches; adapting cross-sectional survey 

research design. The study used both primary and 

secondary data. Primary data was collected using 

structured questionnaire and interview, while 

secondary data was obtained from financial 

statements of the sampled enterprises. Data was 

analyzed using descriptive statistics as well as 

inferential statistics. The study specifically revealed 

that a significant change in financial performance is 

linked to internal controls systems. Based on the 

findings of the study, it is concluded that internal 

control systems as supported by the study findings 

significantly influence the financial performance of 

Small and Medium scale Enterprises. The 

investigation recommends training on the 

significance of internal controls among proprietors 

of Small and Medium scale Enterprises. Empirical 

studies above exist on quality of information, 

effective communication and financial performance.  

Monitoring activities on profitability of SME’s 

Monitoring refers to the process of assessing the 

quality of the internal control structure over time. 

Since internal controls are processes, it is usually 

accepted that they need to be adequately 

monitored in order to assess the quality and the 

effectiveness of the system’s performance over 

time. By monitoring, the organization gets provided 

with assurance that the findings of audits and other 

reviews are promptly determined (Karagiorgoset al., 

2011). Monitoring of operations ensures effective 

functioning of internal controls system. It’s through 

monitoring that an organization determines 

whether its policies and procedures designed and 

implemented by management are being carried out 

effectively by employees (Ewa & Udoayang, 2012).  

Internal controls are to be an integral part of any 

organization's financial and business policies and 

procedures. Internal controls consist of all the 

measures taken by the organization for the purpose of 

protecting its resources against waste, fraud, and 

inefficiency, ensuring accuracy and reliability in 

accounting and operating data, securing compliance 

with the policies of the organization; and evaluating 

the level of performance in all organizational units of 

the organization. The main responsibility of the 

internal control in SME’sisto prevent financial loss and 

waste, promote efficient financial management and 

accountability, prevent or detect and deter fraud or 

other irregularities, prevent or detect error, safeguard 

the entity’s assets, promote ethical, orderly, efficient 

and effective government programs or projects, 

enhance reliability of financial information and 

reports, and promote compliance with laws and 

regulations(Uwingabiye, 2019). 

According to Provasi and Riva (2015), internal 

control is a systematic process which does not rely 

on occasional occurrences; it is a process objectively 

effect by an entity for optimal goal achievement 

assurance, effectiveness, efficiency and compliance 

of operation. According to COSO (2013), internal 

control encompasses five major components 

namely the control environment, control activities, 
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risk assessment, information and communication, 

as well monitoring activities. It depicts the 

operating design of an entity in terms of policies 

and procedures to provide a desired level of 

efficiency and effectiveness of operation, financial 

report reliability and ardent compliance. Therefore, 

five components of internal control are applicable 

to all entities, but how they are configured with an 

entity will depend on several factors among them 

are as follows, the size of an entity its organization 

and ownership characteristics, the business nature 

applicable rules and regulations of its operations. 

Conceptual Framework 

Conceptual framework diagrammatically depicts the 

relation between dependent and the independent 

variables of a study. Dependent variable for this 

study was profitability of CETRAF Ltd while 

independent variables will include control 

environment, control activities, risk assessment, 

communication and information and finally 

monitoring activities. Intervening variable is 

company structure. 

 

 

 

 

 

 
 
Independent Variable           Intervening Variable              Dependent Variable  

Figure 1: Conceptual Framework 
 
METHODOLOGY 
This study used descriptive research design. Both 

qualitative and quantitative methods were used; 

the population of this study was employees of 445 

employees of CETRAF Ltd. In this study a sample 

size of 82 employees of CETRAF Ltd were selected 

from the total population using purposive sampling 

technique. Only both primary data were collected 

using questionnaire and interview and secondary 

data were collected using documentation. 

FINDINGS  

Descriptive statistics analysis and discussion 

Descriptive were used to analyze primary data 

collected through use of structured questionnaires.  

Respondents rating were sought in a five-point 

Likert scaled range: 1 strongly disagree, 2 disagree, 

3 neutral, 4 Agree, 5 Strongly Agree. Min, Max, 

Mean and standard deviations were used to 

describe their responses.   

Descriptive statistics after the field survey and 

discussion 

Descriptive were used to analyze primary data 

collected through use of structured questionnaires.  

Respondents rating were sought in a five-point 

Likert scales ranging from 1 to 5, where strongly 

agree=1; agree= 2; undecided=3; disagree=4; and 

strongly disagree. Mean and standard deviations 

were used to describe their responses.   

The control environment 

The first objective of the study was to determine 

the effect of control environment on profitability of 

CETRAF Ltd. To maintain this objective, the 

respondents were asked to demonstrate their level 

of agreement on the statement related to control 

environment on profitability of CETRAF Ltd. 

Company structure 

Control environment 
 Profitability of CETRAF Ltd 

Gross profit margin 
Operating expenses margin 
Earning before interests &tax margin 
Net profit margin 
Return on equity  
 

 

Control activities 
 

Risk Assessment 
 

Monitoring activities 
 

Information and communication 
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Table 1: Descriptive statistics on control environment 

 N Mean Std. 
Deviation 

Control Environment must be present for an internal control system to be 
considered effective 

8
0 

1.600
0 

.49299 

CETRAF Ltd is committed to competence in the requirements of particular jobs 
and in translating those requirements into knowledge and skills 

8
0 

1.375
0 

.48718 

The entity assigns authority and responsibility to provide a basis for 
accountability and control 

8
0 

1.875
0 

.33281 

CETRAF Ltd has accounting and financial management system 
8
0 

1.750
0 

.43574 

CETRAF Ltd’s employees are committed to following an organization's policies and 
procedures and its ethical and behavioral standards 

8
0 

1.625
0 

.48718 

Appropriate disciplinary action is taken when an employee does not comply with 
policies and procedures or behavioral standards 

8
0 

1.462
5 

.50174 

Environment control reflect the attitude and the policies of management and it’s 
an important auditing function 

8
0 

1.500
0 

.50315 

Environment control set the tone of an organization and influence the control 
consciousness of its people 

8
0 

1.250
0 

.43574 

The environment control affect the entire organization and all other elements of 
internal controls 

8
0 

1.125
0 

.33281 

The quality of an entity’s internal controls system depend on the function and 
quality of their environment control 

8
0 

1.462
5 

.50174 

Valid N (listwise) 
8
0 

  

 

The results from the table 1 indicated that the 

majority of the respondents were in strong 

agreement with the statement that, CETRAF Ltd is 

committed to competence in the requirements of 

particular jobs and in translating those 

requirements into knowledge and skills as indicated 

by mean=1.3750 and SD=0.48718; appropriate 

disciplinary action is taken when an employee does 

not comply with policies and procedures or 

behavioral standards as indicated by mean=1.4625 

and SD=0.50174; environment control set the tone 

of an organization and influence the control 

consciousness of its people as indicated by 

mean=1.2500 and SD=0.43574;  the environment 

control affect the entire organization and all other 

elements of internal controls as indicated by 

mean=1.1250 and SD=0.33281; and the quality of 

an entity’s internal controls system depend on the 

function and quality of their environment control as 

indicated by mean=1.4625 and SD=0.50174. While 

other respondents were in agreement with the 

statement that, the control environment must be 

present for an internal control system to be 

considered effective as indicated by mean=1.6000 

and SD=0.49299; the entity assigns authority and 

responsibility to provide a basis for accountability 

and control as indicated by mean=1.8750 and 

SD=0.33281; CETRAF Ltd has accounting and 

financial management system as indicated by 

mean=1.7500 and SD=0.43574; CETRAF Ltd’s 

employees are committed to following an 

organization's policies and procedures and its 

ethical and behavioral standards as indicated by 

mean=1.6250 and SD=0.48718; and environment 

control reflect the attitude and the policies of 

management and it’s an important auditing 

function as indicated by mean=1.5000 and 

SD=0.50315.  

This was supported by COSO (2013) expressed the 

control environment as a component of the internal 

control system that sets the pace for all other 

components of internal control system. It is the 

foundation upon which the entire internal control 
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framework is based, because it is the component with 

undoubting influence on the consciousness of people 

in an enterprise. The control environment focuses on 

issues relating to organizational structure, policies and 

practices design, commitment to competence 

managerial fundamental philosophy and style among 

other things. 

The control activities 

The second objective of the study was to examine 

the effect of control activities on profitability of 

CETRAF Ltd. To maintain this objective, the 

respondents were asked to demonstrate their level 

of agreement on the statement related to control 

activities on profitability of CETRAF Ltd.   

Table 2: Descriptive statistics on control activities 

 N Mean Std. 
Deviation 

CETRAF Ltd have policies and procedures that help ensure management 
directives are carried out 

80 1.4750 .50253 

Management of CETRAF Ltd establish control activities to effectively and 
efficiently accomplish the organization's objectives and mission 

80 1.7250 .44933 

Management of CETRAF Ltd authorizes employees to perform certain activities 
and to execute certain transactions within limited parameters 

80 1.6750 .47133 

Availability of information from external and internal parties is easily accessible 80 1.2625 .44277 
The management of  CETRAF Ltd implements internal control which enhances 
performance of CETRAF Ltd 

80 1.1500 .35932 

The person who approves transactions is the same person who performs the 
reconciliation 

80 3.7250 .77908 

Reconciliations is always documented and approved by management 80 1.1500 .35932 
CETRAF Ltd’s fraud reporting from employees is encouraged and adequate 
measures are taken to counteract them for the future 

80 1.1500 .35932 

Top management team positively affect financial fraud prevention of CETRAF Ltd 80 1.1125 .31797 

CETRAF Ltd maintain adequate recording and duplicating systems have efficient 
staff control 

80 1.3375 .47584 

Valid N (listwise) 80   

 

The results from the table 2 indicated that majority 

of the respondents were in strong agreement with 

the statement that, CETRAF Ltd have policies and 

procedures that help ensure management directives 

are carried out as indicated by mean=1.4750 and 

SD=0.50253; availability of information from 

external and internal parties is easily accessible as 

indicated by mean=1.2625 and SD=0.44277; the 

management of  CETRAF Ltd implements internal 

control which enhances performance of CETRAF Ltd 

as indicated by mean=1.1500 and SD=0.35932;  

reconciliations is always documented and approved 

by management as indicated by mean=1.1500 and 

SD=0.35932; top management team positively 

affect financial fraud prevention of CETRAF Ltd as 

indicated by mean=1.1125 and SD=0.31797; and 

CETRAF Ltd maintain adequate recording and 

duplicating systems have efficient staff control as 

indicated by mean=1.3375 and SD=0.47584. While 

other respondents were in agreement with the 

statement that, management of CETRAF Ltd 

establish control activities to effectively and 

efficiently accomplish the organization's objectives 

and mission as indicated by mean=1.7250 and 

SD=0.44933; management of CETRAF Ltd authorizes 

employees to perform certain activities and to 

execute certain transactions within limited 

parameters as indicated by mean=1.6750 and 

SD=0.47133; and other respondents were in 

disagreement with the statement that, the person 

who approves transactions is the same person who 

performs the reconciliation as indicated by 

mean=3.7250 and SD=0.77908. This was supported 

by Magu and Kibati (2016) established a significant 



 

Page: 10   The Strategic Journal of Business & Change Management. ISSN 2312-9492 (Online) 2414-8970 (Print). www.strategicjournals.com  

 

positive relationship between control activities and 

financial performance. 

The risk assessment 

The third objective of the study was to analyze the 

effect of risk assessment on profitability of CETRAF 

Ltd. To maintain this objective, the respondents 

were asked to demonstrate their level of agreement 

on the statement related to risk assessment on 

profitability of CETRAF Ltd.  

Table 3: Descriptive statistics on risk assessment 

 N Mean Std. Deviation 

The management of CETRAF Ltd determines the level of risk carefully and try 

to maintain such risk within determined levels 
80 

1.562

5 
.49921 

The external; auditors respond to the role of the board when making 

judgments with respect to control risk assessments 
80 

1.775

0 
.42022 

CETRAF Ltd risk management requires the operation of risk evaluation and 

mitigation 
80 

1.550

0 
.50063 

It is necessary for every SMEs like CETRAF Ltd to manage its risks in order to 

minimize the loss exposure 
80 

1.437

5 
.49921 

Development of CETRAF Ltd internal audit effectiveness of health care, the 

financial statements reflect the quality of the internal audit 
80 

1.437

5 
.49921 

Internal audit and structure of CETRAF Ltd is an important part of reliable 

financial reporting 
80 

1.437

5 
.49921 

CETRAF Ltd management’s responsibility is to design internal controls to 

ensure efficiency and effectiveness 
80 

1.325

0 
.47133 

There is always periodic performance review and evaluation by the internal 

auditor for CETRAF Ltd 
80 

1.200

0 
.40252 

There is careful assessment of factors that affect the possibility of objectives of 

the organization not being achieved 
80 

1.762

5 
.42824 

The organization identifies and analyze management relevant risks to the 

preparation of financial statements 
80 

1.300

0 
.46115 

Valid N (listwise) 80   

 

The results from the table 3 indicated that majority 

of the respondents were in strong agreement with 

the statement that, It is necessary for every SMEs 

like CETRAF Ltd to manage its risks in order to 

minimize the loss exposure as indicated by 

mean=1.4375 and SD=0.49921; Development of 

CETRAF Ltd internal audit effectiveness of health 

care, the financial statements reflect the quality of 

the internal audit as indicated by mean=1.4375 and 

SD=0.49921; internal audit and structure of CETRAF 

Ltd is an important part of reliable financial 

reporting as indicated by mean=1.4375 and 

SD=0.49921;  CETRAF Ltd management’s 

responsibility is to design internal controls to ensure 

efficiency and effectiveness as indicated by 

mean=1.3250 and SD=0.47133; there is always 

periodic performance review and evaluation by the 

internal auditor for CETRAF Ltd as indicated by 

mean=1.2000 and SD=0.40252; and the 

organization identifies and analyze management 

relevant risks to the preparation of financial 

statements as indicated by mean=1.3000 and 

SD=0.46115. While other respondents were in 

agreement with the statement that, the 

management of CETRAF Ltd determines the level of 

risk carefully and try to maintain such risk within 

determined levels as indicated by mean=1.5625 and 

SD=0.49921; the external; auditors respond to the 
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role of the board when making judgments with 

respect to control risk assessments as indicated by 

mean=1.7750 and SD=0.42022; CETRAF Ltd risk 

management requires the operation of risk 

evaluation and mitigation as indicated by 

mean=1.5500 and SD=0.50063; there is careful 

assessment of factors that affect the possibility of 

objectives of the organization not being achieved as 

indicated by mean=1.7625 and SD=0.42824. Bett 

and Memba (2017) assessed the effects of internal 

control systems on the financial performance. 

ANOVA tests confirmed that control environment, 

risk assessment and information systems have a 

significant influence on financial performance.  

The information and communication 

The forth objective of the study was to assess the 

effect of information and communication on 

profitability of CETRAF Ltd. To maintain this 

objective, the respondents were asked to 

demonstrate their level of agreement on the 

statement related to information and 

communication on profitability of CETRAF Ltd. 

Table 4: Descriptive Statistics on information and communication 

 N Mean Std. 
Deviation 

CETRAF Ltd’s management communicates the information necessary for 
employees to CETRAF Ltd have physical security 

80 1.6125 .49025 

The communication relates to providing a clear understanding of financial 
reporting and safeguarding controls, how they work, and the responsibilities of 
individuals within the CETRAF Ltd related to those controls 

80 1.6000 .49299 

The quality of information generated by CETRAF Ltd’s information systems is 
critical to the institution’s operations and success 

80 1.3500 .47998 

External and internal information obtained from the information systems 
provide management with necessary reports on the CETRAF Ltd’s performance 
relative to ensuring reliable financial reporting and safeguarding of assets 

80 1.2625 .44277 

Communication helps to evaluate how well guidelines and policies of CETRAF Ltd 
are working and being implemented 

80 1.2625 .44277 

Communication and information-systems enable people in CETRAF Ltd to carry 
out their responsibilities 

80 1.1750 .38236 

Information is the vehicle by which control policies, procedures are introduced 
and reinforced 

80 1.1000 .30189 

Communication enable employees to become aware of management’s 
commitment to internal controls 

80 1.4875 .50300 

Information is communicated throughout the entire CETRAF Ltd to permit 
personnel to carry out their responsibilities 

80 1.3250 .47133 

Reliable and relevant information from both internal and external sources 
should be communicated to ever one in CETRAF Ltd 

80 1.6750 .47133 

Valid N (listwise) 80   

 

The results from the table 4 indicated that majority 

of the respondents were in strong agreement with 

the statement that, The quality of information 

generated by CETRAF Ltd’s information systems is 

critical to the institution’s operations and success as 

indicated by mean=1.3500 and SD=0.47998; 

External and internal information obtained from the 

information systems provide management with 

necessary reports on the CETRAF Ltd’s performance 

relative to ensuring reliable financial reporting and 

safeguarding of assets as indicated by mean=1.2625 

and SD=0.44277; Communication helps to evaluate 

how well guidelines and policies of CETRAF Ltd are 

working and being implemented as indicated by 

mean=1.2625 and SD=0.44277; Communication and 

information-systems enable people in CETRAF Ltd to 
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carry out their responsibilities as indicated by 

mean=1.1750 and SD=0.38326; Information is the 

vehicle by which control policies, procedures are 

introduced and reinforced as indicated by 

mean=1.1000 and SD=0.30189; and Communication 

enable employees to become aware of 

management’s commitment to internal controls as 

indicated by mean=1.4875 and SD=0.50300; 

Information is communicated throughout the entire 

CETRAF Ltd to permit personnel to carry out their 

responsibilities as indicated by mean=1.3250 and 

SD=0.47133. While other respondents were in 

agreement with the statement that, CETRAF Ltd’s 

management communicates the information 

necessary for employees to CETRAF Ltd have 

physical security as indicated by mean=1.6000 and 

SD=0.49266; Reliable and relevant information from 

both internal and external sources should be 

communicated to ever one in CETRAF Ltd as 

indicated by mean=1.6750 and SD=0.47133. Bett 

and Memba (2017) assessed the effects of internal 

control systems on the financial performance. 

ANOVA tests confirmed that control environment, 

risk assessment and information systems have a 

significant influence on financial performance.  

The monitoring activities 

The fifth objective of the study was to examine the 

effect of monitoring activities on profitability of 

CETRAF Ltd. To maintain this objective, the 

respondents were asked to demonstrate their level 

of agreement on the statement related to 

monitoring activities on profitability of CETRAF Ltd.

 Table 5: Descriptive statistics on monitoring activities 

 N Mean Std. 
Dev. 

CETRAF Ltd is monitored in order to assess the quality and the effectiveness of the 
system’s performance over time 

80 1.6625 .47584 

Monitoring of operations ensures effective functioning of internal controls system 80 1.4000 .49299 

Monitoring ensures that the findings of audits and other reviews are promptly 
resolved 

80 1.5000 .50315 

Internal control is adequately designed and properly executed 80 1.4625 .50174 

CETRAF Ltd is monitored for the events and transactions to gauge the quality of 
performance throughout the period 

80 1.3125 .46644 

Monitoring can be done through on-going activities or separate evaluations 80 1.2375 .42824 

CETRAF Ltd effective way to improve financial performance is by reducing the level 
of irregularity and fraud 

80 1.3125 .46644 

CETRAF Ltd periodic comparisons of accounting records and physical asset and a 
review of activity performance like review of reports on performance 

80 1.5375 .50174 

The management of CETRAF Ltd is responsible for establishing and maintaining a 
system of internal control, to be used 

80 1.3750 .48718 

Monitoring has the highest influence on the financial performance of CETRAF Ltd 80 1.8125 .39277 

Valid N (listwise) 80   

 

The results from the table 5 indicated that majority 

of the respondents were in strong agreement with 

the statement that, Monitoring of operations 

ensures effective functioning of internal controls 

system as indicated by mean=1.4000 and 

SD=0.49299; Internal control is adequately designed 

and properly executed as indicated by mean=1.4625 

and SD=0.50174; CETRAF Ltd is monitored for the 

events and transactions to gauge the quality of 

performance throughout the period as indicated by 

mean=1.3125 and SD=0.42824; Monitoring can be 

done through on-going activities or separate 

evaluations as indicated by mean=1.2375 and 

SD=0.42824; CETRAF Ltd effective way to improve 

financial performance is by reducing the level of 

irregularity and fraud as indicated by mean=1.3125 
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and SD=0.46644; and The management of CETRAF 

Ltd is responsible for establishing and maintaining a 

system of internal control, to be used as indicated 

by mean=1.3750 and SD=0.48718. While other 

respondents were in agreement with the statement 

that, CETRAF Ltd is monitored in order to assess the 

quality and the effectiveness of the system’s 

performance over time as indicated by 

mean=1.6625 and SD=0.47584; Monitoring ensures 

that the findings of audits and other reviews are 

promptly resolved as indicated by mean=1.5000 and 

SD=0.50315; CETRAF Ltd periodic comparisons of 

accounting records and physical asset and a review 

of activity performance like review of reports on 

performance as indicated by mean=1.5375 and 

SD=0.50174; Monitoring has the highest influence 

on the financial performance of CETRAF Ltd as 

indicated by mean=1.8125 and SD=0.39277. 

This was supported by Theofanis (2011) who noted 

that monitoring of operations ensures effective 

functioning of internal controls in an organization. 

Hence, monitoring determines whether or not 

policies and procedures designed and implemented 

by management are being carried out effectively by 

employees. Further, Lenzet al. (2014) said 

organizational performance encompasses 

accumulated end results of all the organization’s 

work processes and activities. The most effective 

way to improve financial performance is by reducing 

the level of irregularity and fraud through 

improvements in the firm’s systems of internal 

financial control. Shareholders need to be assured 

that their resources are being used efficiently and 

effectively in providing the right service at the least 

cost.  

Inferential Statistics 

This section used inferential statistics to analyze the 

relationship using correlation and the effect using 

regression analysis.  

Correlation analysis between internal control 

system on profitability of CETRAF Ltd 

This section analyzed the relationship between 

internal control system on profitability of CETRAF 

Ltd was demonstrated using different dimensions of 

internal control system (control environment, 

control activities, risk assessment, communication 

and information and finally monitoring activities) 

while ROE was for profitability of CETRAF Ltd.

Table 6: Correlations between internal control systems on profitability of CETRAF Ltd 

Control Variables X1 X2 X3 X4 X5 

Profitabilit
y  
(ROE) 

X1 

Correlation 1.000 .762 .836 .886 767 

Significance (2-tailed) . .000 .000 .000 .000 

df 0 5 5 5 5 

X2 

Correlation .762 1.000 .730 .878 782 

Significance (2-tailed) .000 . .000 .000 .000 

df 5 0 5 5 5 

X3 

Correlation .836 .730 1.000 .790 .757 

Significance (2-tailed) .000 .000 . .000 .000 

df 5 5 0 5 5 

X4 

Correlation 886 .878 .790 1.000 .751 

Significance (2-tailed) .000 .000 .000 . .000 

df 5 5 5 0 5 

X5 

Correlation 767 782 757 .751 1.000 

Significance (2-tailed) .000 .000 .000 .000 . 

df 5 5 5 5 0 

 

The results from the table 6 examined and established a significant relationship between 



 

Page: 14   The Strategic Journal of Business & Change Management. ISSN 2312-9492 (Online) 2414-8970 (Print). www.strategicjournals.com  

 

internal control system and profitability of CETRAF 

Ltd. This relationship was examined through the 

dimensions of internal control systems (the control 

environment, control activities, risk assessment, 

information and communication, and monitoring 

activities) and that of the profitability (ROE) 

selected for this particular study. Details show that 

control environment is linked to ROE (r = 1.000, p 

≤0.05), control activities is also linked to ROE (r = 

0.762, p ≤ 0.05), risk assessment is linked to ROE (r = 

0.836, p ≤ 0.01), information and communication is 

also linked to ROE (r = 0.762, p ≤ 0.05), and 

monitoring activities is linked to ROE (r = 0.836, p ≤ 

0.01). It implied that there a strong positive 

relationship between internal control system and 

profitability of CETRAF Ltd. 

This was supported by Nyakundi et al. (2014) 

studied the effect of internal control systems on 

financial performance among SMEs. The study 

specifically revealed that a significant change in 

financial performance is linked to internal controls 

systems. Based on the findings of the study, it is 

concluded that internal control systems as 

supported by the study findings significantly 

influence the financial performance of Small and 

Medium scale Enterprises. 

Effect of between the controls environments on 

profitability of CETRAF Ltd. 

The first objective of this study was to determine 

the effect of control environment on profitability of 

CETRAF Ltd and was tested and attained as it shown 

on the following tables. 

Table 7: Model Summary between the control environments on profitability of CETRAF Ltd 

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

1 .869a .755 .728 .26039 

a. Predictors: (Constant), control environment 
 

The results from Table 7 showed that the coefficient 

of correlation (R) is 0.869 indicated that there was a 

strong positive relationship between the control 

environments on profitability of CETRAF Ltd (ROE). 

The results also found that coefficient of 

determination (R2) is 0.755 indicated that 75.5% of 

increase in profitability of CETRAF Ltd (ROE) was 

influenced by the control environment while 24.5% 

is due to other variables. These results do not 

support HO1 which states that the control 

environment has no significance effect on 

profitability of CETRAF Ltd. This was supported by 

Foster (2019) argued that the control environment 

describes a set of standards, processes, and 

structures that provide the basis for carrying out 

internal control across the organization. 

Table 8: ANOVAa between the control environments on profitability of CETRAF Ltd 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 14.873 1 1.859 27.420 .000b 

Residual 4.814 78 .068   

Total 19.688 79    

a. Dependent Variable:  Profitability of CETRAF Ltd (ROE) 

b. Predictors: (Constant),  The control environment 

 

The Analysis of Variance (ANOVA) result is a further 

confirmation of the fitness of the regression model 

given the significance of the parameters.  The 

results from the table 8 indicated that the ANOVA 

statistics show that (F=27.420, p = .000b), the p-

value (0.000) is less than the level of significance 

(0.05). Hence, the study concluded that the control 

environment has a significant effect on profitability 

of CETRAF Ltd (ROE). Then alternative hypothesis 

was accepted while null hypothesis was rejected. 
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Table 9: Coefficientsa between the control environments on profitability of CETRAF Ltd 

Model Unstandardized Coefficients Standardized Coefficients t Sig. 

B Std. Error Beta 

1 
(Constant) .347 .147  2.352 .021 

Control environment .687 .087 .667 7.901 .000 

a. Dependent Variable: Profitability of CETRAF Ltd (ROE) 
 

The results from the table 9 indicated that the 

regression equation was obtained: 

Y=0.347+0.687X1+e, where Y = Profitability of 

CETRAF Ltd (ROE), X1 = Control environment, e= 

Error term. This indicated that holding other factors 

(Control environment) remain constant to zero; the 

Profitability of CETRAF Ltd (ROE) would be achieved 

at a unit of 0.347. It was also indicated that a unit 

increase in control environment would lead to 

increase in Profitability of CETRAF Ltd (ROE) by a 

factor of 0.687. This was supported by Roger (2009) 

who confirmed that the control environment set the 

quality of a business, influencing the control 

realization of its people. It is the basis for all other 

components of internal control, providing discipline 

and structure. 

Effect of between control activities on profitability 

of CETRAF Ltd 

The second objective of this study was to examine 

the effect of control activities on profitability of 

CETRAF Ltd and was tested and attained as it shown 

on the following tables. 

Table 10: Model Summary between control activities and profitability of CETRAF Ltd 

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

1 .877a .770 .767 .24219 

a. Predictors: (Constant), control activities 
 

The results from Table 10 showed that the 

coefficient of correlation (R) is 0.877 indicated that 

there was a strong positive relationship between 

the control activities on profitability of CETRAF Ltd 

(ROE). The results also found that coefficient of 

determination (R2) is 0.770 indicated that 77.0% of 

increase in profitability of CETRAF Ltd (ROE) was 

influenced by the control activities while 23.0% is 

due to other variables. These results do not support 

HO1 which states that the control activities have no 

significance effect on profitability of CETRAF Ltd. 

This was supported by Provasi & Riva (2015) defined 

control activities depict the policies  

Table 11: ANOVAa between control activities and profitability of CETRAF Ltd 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 15.313 1 15.313 261.066 .000b 

Residual 4.575 78 .059   

Total 19.887 79    

a. Dependent Variable: Profitability of CETRAF Ltd (ROE) 
b. Predictors: (Constant), control activities 

 

The Analysis of Variance (ANOVA) result is a further 

confirmation of the fitness of the regression model 

given the significance of the parameters.  The 

results from the table 11 indicated that the ANOVA 

statistics show that (F=261.066, p = .000b), the p-

value (0.000) is less than the level of significance 

(0.05). Hence, the study concluded that the control 

activities have a significant effect on profitability of 

CETRAF Ltd (ROE). Then alternative hypothesis was 

accepted while null hypothesis was rejected. 
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Table 12: Coefficientsa between control activities and profitability of CETRAF Ltd 

Model Unstandardized Coefficients Standardized 
Coefficients 

t Sig. 

B Std. Error Beta 

1 
(Constant) .150 .086  1.752 .084 

Control activities .875 .054 .877 16.158 .000 

a. Dependent Variable: Profitability of CETRAF Ltd (ROE), 
 

The results from the table 12 indicated that the 

regression equation was obtained: 

Y=0.150+0.875X2+e, where Y= Profitability of 

CETRAF Ltd (ROE), X2 = Control activities, e= Error 

term. This indicated that holding other factors 

(Control activities) remain constant to zero; the 

Profitability of CETRAF Ltd (ROE) would be achieved 

at a unit of 0.150. It was also indicated that a unit 

increase in control environment would lead to 

increase in Profitability of CETRAF Ltd (ROE) by a 

factor of 0.875. This was supported by 

Muraleetharan (2013) undertook a study on the 

relationship between control activities and 

performance of the organizations. The study finds 

control activities and organizations performance are 

statistically significant in determining performance. 

 Effect of between risk assessment on profitability 

of CETRAF Ltd 

The third objective of this study was to analyze the 

effect of risk assessment on profitability of CETRAF 

Ltd and was tested and attained as it shown on the 

following tables. 

Table 13: Model Summary between risk assessments on profitability of CETRAF Ltd 

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

1 .950a .902 .901 .15810 

a. Predictors: (Constant), risk assessment 
 

The results from Table 13 showed that the 

coefficient of correlation (R) is 0.950 indicated that 

there was a strong positive relationship between 

the risk assessments on profitability of CETRAF Ltd 

(ROE). The results also found that coefficient of 

determination (R2) is 0.902 indicated that 90.2% of 

increase in profitability of CETRAF Ltd (ROE) was 

influenced by the risk assessment while 9.8% is due 

to other variables. These results do not support 

HO1 which states that the risk assessment has no 

significance effect on profitability of CETRAF Ltd.  

 Table 14: ANOVAa between risk assessments on profitability of CETRAF Ltd 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 17.938 1 17.938 717.615 .000b 

Residual 1.950 78 .025   

Total 19.887 79    

a. Dependent Variable: profitability of CETRAF Ltd (ROE) 
b. Predictors: (Constant), risk assessment 
 
The analysis of variance (ANOVA) result is a further 

confirmation of the fitness of the regression model 

given the significance of the parameters.  The 

results from the table 14 indicated that the ANOVA 

statistics show that (F=717.615, p = .000b), the p-

value (0.000) is less than the level of significance 

(0.05). Hence, the study concluded that the risk 

assessment has a significant effect on profitability of 

CETRAF Ltd (ROE). Then alternative hypothesis was 

accepted while null hypothesis was rejected. 
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Table 15: Coefficientsa between risk assessments on profitability of CETRAF Ltd 

Model Unstandardized Coefficients Standardized Coefficients t Sig. 

B Std. Error Beta 

1 
(Constant) .074 .055  1.342 .183 

Risk assessment .950 .035 .950 26.788 .000 

a. Dependent Variable: profitability of CETRAF Ltd (ROE) 
 

The results from the table 15 indicated that the 

regression equation was obtained: 

Y=0.075+0.950X3+e, where Y= Profitability of 

CETRAF Ltd (ROE), X3 = risk assessment, e= Error 

term. This indicated that holding other factors (risk 

assessment) remain constant to zero; the 

profitability of CETRAF Ltd (ROE) would be achieved 

at a unit of 0.075. It was also indicated that a unit 

increase in risk assessment would lead to increase 

in Profitability of CETRAF Ltd (ROE) by a factor of 

0.950. This was supported by Bett and Memba 

(2017) assessed the effects of internal control 

systems on the financial performance. ANOVA tests 

confirmed that control environment, risk 

assessment and information have a significant 

influence on financial performance.  

Effect of between information and communication 

on profitability of CETRAF Ltd 

The forth objective of this study was to assess the 

effect of information and communication on 

profitability of CETRAF Ltd and was tested and 

attained as it shown on the following tables. 

Table 16: Model Summary between information and communication on profitability of CETRAF Ltd 

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

1 .775a .600 .595 .32026 

a. Predictors: (Constant), information and communication 
 

The results from Table 16 showed that the 

coefficient of correlation (R) is 0.775 indicated that 

there was a strong positive relationship between 

the information and communication on profitability 

of CETRAF Ltd (ROE). The results also found that 

coefficient of determination (R2) is 0.600 indicated 

that 60.0% of increase in profitability of CETRAF Ltd 

(ROE) was influenced by the information and 

communication while 40.0% is due to other 

variables. These results do not support HO1 which 

states that the information and communication has 

no significance effect on profitability of CETRAF Ltd 

(ROE). 

Table 17: ANOVAa between information and communication on profitability of CETRAF Ltd 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 12.000 1 12.000 117.000 .000b 

Residual 8.000 78 .103   

Total 20.000 79    

a. Dependent Variable: Profitability of CETRAF Ltd (ROE). 

b. Predictors: (Constant), information and communication 
 

The Analysis of Variance (ANOVA) result is a further 

confirmation of the fitness of the regression model 

given the significance of the parameters.  The 

results from the table 17 indicated that the ANOVA 

statistics show that (F=117.000, p = .000b), the p-

value (0.000) is less than the level of significance 

(0.05). Hence, the study concluded that the 

information and communication has a significant 

effect on profitability of CETRAF Ltd (ROE). Then 

alternative hypothesis was accepted while null 

hypothesis was rejected. 
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Table 18: Coefficientsa between information and communication on profitability of CETRAF Ltd 

Model Unstandardized Coefficients Standardized Coefficients t Sig. 

B Std. Error Beta 

1 

(Constant) .200 .125  1.595 .115 

Information and 
communication 

.800 .074 .775 10.817 .000 

a. Dependent Variable: Profitability of CETRAF Ltd (ROE). 
 

The results from the table 18 indicated that the 

regression equation was obtained: 

Y=0.200+0.800X4+e, where Y= Profitability of 

CETRAF Ltd (ROE), X4 = information and 

communication, e= Error term. This indicated that 

holding other factors (information and 

communication) remain constant to zero; the 

profitability of CETRAF Ltd (ROE) would be achieved 

at a unit of 0.200.  

Effect of between monitoring activities on 

profitability of CETRAF Ltd 

The fifth objective of this study was to examine the 

effect of monitoring activities on profitability of 

CETRAF Ltd and was tested and attained as it shown 

on the following tables. 

Table 19: Model Summary between monitoring activities on profitability of CETRAF Ltd 

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

1 .719a .516 .510 .35119 

a. Predictors: (Constant), monitoring activities 

The results from Table 19 showed that the 

coefficient of correlation (R) is 0.719 indicated that 

there was a strong positive relationship between 

the monitoring activities on profitability of CETRAF 

Ltd. The results also found that coefficient of 

determination (R2) is 0.516 indicated that 51.6% of 

increase in profitability of CETRAF Ltd (ROE) was 

influenced by the monitoring activities while 48.4% 

is due to other variables. These results do not 

support HO1 which states that the monitoring 

activities have no significance effect on profitability 

of CETRAF Ltd.  

 Table 20: ANOVAa between monitoring activities on profitability of CETRAF Ltd 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 10.267 1 10.267 83.250 .000b 

Residual 9.620 78 .123   

Total 19.887 79    

a. Dependent Variable: profitability of CETRAF Ltd (ROE) 
b. Predictors: (Constant), monitoring activities 

The analysis of variance (ANOVA) result is a further 

confirmation of the fitness of the regression model 

given the significance of the parameters.  The 

results from the table 20 indicated that the ANOVA 

statistics show that (F=83.250, p = .000b), the p-

value (0.000) is less than the level of significance 

(0.05). Hence, the study concluded that the 

monitoring activities have a significant effect on 

profitability of CETRAF Ltd (ROE). Then alternative 

hypothesis was accepted while null hypothesis was 

rejected. 
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Table 21: Coefficientsa between monitoring activities on profitability of CETRAF Ltd 

Model Unstandardized Coefficients Standardized Coefficients t Sig. 

B Std. Error Beta 

1 
(Constant) .260 .138  1.891 .062 

Monitoring activities .740 .081 .719 9.124 .000 

a. Dependent Variable: Profitability of CETRAF Ltd (ROE) 

 

The results from the table 21 indicated that the 

regression equation was obtained: 

Y=0.260+0.740X5+e, where Y= Profitability of 

CETRAF Ltd (ROE), X5 = Monitoring activities, e= 

Error term. This indicated that holding other factors 

(monitoring activities) remain constant to zero; the 

profitability of CETRAF Ltd (ROE) would be achieved 

at a unit of 0.260. It was also indicated that a unit 

increase in monitoring activities would lead to 

increase in Profitability of CETRAF Ltd (ROE) by a 

factor of 0.740.  

CONCLUSION AND RECOMMENDATION   

The study concluded that there was a positive 

relationship between the control environment, 

control activities, risk assessment, information and 

communication, and monitoring activities and the 

profitability of CETRAF Ltd. The study objectives was 

achieved, all its research questions were answered 

and all hypothesis of the study was verified and 

confirmed where allalternative hypothesis of all 

financial statement audit was accepted while null 

hypothesis was rejected. 

Based on the conclusion that the control 

environment, control activities, risk assessment, 

information and communication, and monitoring 

activities and the profitability of CETRAF Ltd and 

thus, the study recommended the following; SME’s 

should ensure that they have effective control 

environment, control activities, proper risk 

assessment policies, efficient information and 

communication methods and proper monitoring 

activities strategies to ensure that their internal 

controls systems are effective and to enhance their 

profitability. 

CETRAF ltd should improvement and strengthening 

of internal control activities, tends to improve its 

profitability because a decline in adherence or weak 

internal control system can lead into a decline in the 

profitability. This study recommended similar 

studies to be carried out and change the case study 

and compare the findings with the previous findings 

of the study. 
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