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Abstract 

 
This study analyzes the Internal Audit Techniques and Fraud Prevention in Bauchi State Local Government Councils. The 
relevant literatures were reviewed. The data for the study were collected from both the primary and secondary sources. The 
primary sources data were collected from the thirteen (13) local governments internal audit units through self-administered 
questionnaires to the sample size of the study. The secondary sources were documents from Bauchi state ministry for local 
government affairs. Several statistical tools were used including tables, simple percentages, Chi-square and Pearson Product 
Moment Correlation Coefficient to analyze the data and test the null hypotheses formulated. The study revealed that the 
internal audit unit at local government put necessary measures to prevent fraud but lack total independent freedom to carry out 
their function effectively. The paper concludes that The internal audit units at local government level in Bauchi state are  
performing the function of fraud prevention and the internal audit techniques/procedures capable to prevent any type of fraud 
was  effective. It was discovered that internal audit unit at local governments’ level in Bauchi state are not independent, and this 
affected their functions. The study recommends among other things that, Bauchi state government through House of Assembly 
should enact laws/legislation that will grant internal audit unit autonomy to discharge their functions. Effective internal audit 
techniques/procedures capable of preventing fraud should be installed by the councils and that adequate measures and control 
should be put in place. 
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 Introduction 1.

 
Internal audit being a unit in any establishment set up by the management of an organization for the review of internal 
control system as a service to the organization. The objective is to assist members of the organization including those in 
management and the board in the effective discharge of their responsibilities. To this end, internal auditing furnishes 
management of local governments with analysis, appraisals, recommendations, counsel and information concerning the 
activities reviewed 

Chartered Institutes of Public Finance and Accountancy UK 2003 define Internal audit as an assurance function 
that primarily provides an independent and objective opinion to the organization on the degree to which the internal 
control environment supports and promotes the achievement of the organizations objectives. It objectively examines, 
evaluates and reports on the adequacy of internal control as a contribution to the proper, economic, efficient and effective 
use of resources, internal audit a component of government financial management and a tool for improving the 
performance of the government sector (Diamond, 2002: 1). 

Recently, there has been increased interest and more emphasis placed on the internal audit function. Reason 
being that, internal audit unit at local government serves as control point that checks the activities and affairs of financial 
dealings of any organization. This has arisen from a number of sources. In Organization for Economic Corporation and 
Development (OECD) countries, the demand for improved accountability and greater transparency within government 
has resulted in a call for more information about government programs and services,(Diamond 2002:5).  

Internal audit in local government and other public and private sectors serves as a control mechanism (Cohen, & 
Sayag 2010) in Badara and Saidin (2013). There seems to be impediments infringing on local government’s functions 
and performance in recent times. These impediments range from political undue interference from the higher levels of 
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government, that is, State and Federal government.  
The local government, as the closest tier of government to the people in Nigeria was established as a means for 

providing socio-economic development at the grass root level. To this, resources have always been allocated but no 
commensurable achievement seen. This is what members of the general public alleged as fraud, corruption and failure of  
the internal audit unit to install control mechanism that would minimize misuse of resources in the local government 
(Kwanbo & Dabo, 2009). 

Internal audit is a statutory function required within every local government organization as established by the local 
government Act of 1972. The local government system model financial Memoranda (1988), describe the internal auditor 
as an officer of the local government charged with the responsibility for conducting internal audit of the management for 
the finances of the local government. Internal auditor is also charged with the responsibility of safeguarding the assets 
and liabilities of an organization and other constructive services that will enhance the efficiency and effectiveness of the 
operations of the organization, through review,   accounting systems, review of internal control systems, review of the 
implementation of the corporate policies, plans and procedures and possibly through carrying out special investigations 
assigned by the organization.   
 
1.1 Statement of the Problem             
 
Local government funds are to be applied in developmental and social projects for the welfare of their citizens. Over the 
years citizen are not satisfied with the manner in which the resources of local government councils are channeled, 
(Garko, 2010) . Some of the problems range from inadequate allocations, limited sources of revenue, inefficiencies, weak 
internal control system and audit technique resulting to leakages and fraud.  Since the establishment of Local government 
Council, series of reforms have taken place with the aims of ensuring its objectives of effective and efficient utilization of 
resources. Internal audit unit being an integral part of the finance structure of the local government needs to be structured 
with all the necessary resources and support for its effective function.  

A constant complaint in the sector by the general public especially the residents of the local areas who are closer 
to local authority is that, the unit which is established to check the financial dealings of the local government (internal 
audit unit) is too weak in its functions either as a result of inadequate staffing, weak internal control, poor administration, 
lack of required personnel, inadequate documentation, and application of appropriate internal audit techniques in the local 
governments, among others, to prevent fraud (Unegba & Kida, 2011; and Garko, 2011). Therefore, the study intents to 
look at internal audit technique and fraud prevention in Buachi State local governments.  

The general objective of this study is to examine the internal audit technique and fraud prevention in Bauchi State 
local government.  

The specific objectives are the following: 
i. To determine the relevance of internal audit technique in fraud prevention in Bauchi state local governments. 
ii. To determine the relationship between internal audit techniques and traditional internal auditing approach in 

fraud prevention in the local governments. 
iii. To determine the  measures put in place to by the management to prevent fraud in Bauchi state local 

government. 
In order to address the problems identified in the study and to achieve the objectives, the following questions were 

raised: 
I. Does internal audit techniques to prevent fraud in Bauchi state local government?  
II. Is there any difference between internal audit technique (interview & analytical) and traditional internal check in 

fraud prevention in the local government? 
III. Does the management of Bauchi sate local government Council put all the necessary measures in place to 

prevent frauds? 
In line with the statement of the research questions and the objectives of the study, the following hypotheses were 

formulated to guide the study: 
Ho1. Traditional internal audit approach does not prevent fraud in Bauchi state local government. 
Ho2. Interview and analytical technique does not prevent fraud in Bauchi state local government.  
Ho3 .There is no significant relationship between internal audit technique and traditional internal auditing approach 

in fraud prevention at the local government.  
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1.2 Significance of the Study  
 
Findings from the study will adequately reveal the strengths and weaknesses of internal audit unit in carrying out their 
functions. This study is important to Local government councils by knowing the effectiveness of internal audit technique 
and its role in controlling and safeguarding the resources of the local government in Bauchi state against fraud and 
irregularities. It will assist to assess the contributions that internal audit can provide in alleviating fraud and its prevention. 
This study is also important to Bauchi state ministry for local government and chieftaincy affairs, by providing basis for 
evaluating and assessing control installed by the audit units in the financial dealings at the local government councils. It 
would therefore be of immense value as it will contribute to the existing literature and motivate researchers who may be 
interested to carry out similar study on the internal audit unit of local government in Nigeria.  
 

 Literature Review and Theoretical Framework 2.
 
2.1 Concept of Internal Audit 
 
The Internal audit function has received increasing attention as an important component of government financial 
management and a tool for improving the performance of the government sector, (Diamond, 2002 and IFA, 2001), 
Governing bodies of public sector entities need to ensure that an effective internal audit function is established as part of 
the framework of control. Auditing functions of local government has a vital role in ensuring that effectiveness and 
efficiency is maintained in the local councils. 

Jurchescu, (2010) defined internal audit” as an independent and objective functional activity which provides 
security and management advice with the aim of ensuring effective management of public income and expenditure, 
ensuring proper activities within public organization, helps the public organization to achieve their objective through 
systematic and methodical approaches, evaluate and improves the efficiency and effectiveness of internal control system, 
risk management and management processes”.  

Unegbu and kida (2011) defined internal audit as “an aspect of the internal control system established by 
management of an organization in order to ensure proper compliance with the stipulated policies and procedure in order 
to achieve management objectives”. This definition indicates that the internal auditor is part of internal control system 
established within the organization with the aim of evaluating the efficiency and effectiveness of other controls 
established by management. From all the above definitions, internal audit can be seen as independent appraisal 
established within the organization with the aim of reviewing the effectiveness and efficiency of the activities of an 
organization, ensuring compliance with established regulations, evaluation of risk management and internal controls 
system of the organization.  

Adeniji (2004) sees internal audit as a review of organization of a business which may be in many respects similar 
to a statutory audit, but which is carried out by the employees of the business who are responsible only to management.  
The scope and objectives of internal audit vary widely, depending on the nature and areas of application. He observed 
that internal audit operates on one or more of the following broad areas:  

Review of compliance: this review may cover compliance with guidelines, laws, regulations and other external 
requirements and with internal policies and directives and, other requirements including appropriate authorization of 
transactions.     

Special investigation: this is carrying out on special circumstances; the scope and report only cover the 
circumstances investigated. It includes investigation for suspected fraud, credit purpose, back duty, investment, and 
business combination 
 
2.2 System Audit   
 
A system audit is based on a testing and evaluating of internal controls within a system to determine what reliance can be 
placed on those controls to ensure that resources are being managed effectively and information provided accurately. In 
other words, a system audit is an audit of internal controls in a system. This kind of audit characterized most of the work 
of internal audit departments and a system audit involves caring out two types of tests:  

Compliance test: test seeking evidence that the internal controls are applied as prescribed  
Substantive test: once compliance tests are conducted, further tests are required to substantiate the entries in the 

figures in accounts. 
Adeniji (2004) opined that when internal audit department investigates a system, effort should be made in 
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identifying the control objectives of the system, and evaluating the systems of internal controls on paper. They should 
determine whether the internal controls that currently exist appear to be adequate, so that: 

Controls exist which meet the overall objectives of the system. 
There are controls to prevent or identify errors and omissions that occur during operations. 
These procedures are necessary steps to achieve internal audit objectives. After the preliminary investigation of 

the system’s controls, an audit should carry out compliance test to obtain reasonable assurance that the controls on 
which he wishes to rely were functioning both properly and throughout the period. Compliance test are followed by 
substantive tests. These are tests of individual transactions and balances, and other procedures such as analytical 
review, which seek to provide audit evidence as to the completeness, accuracy and validity of the information contained 
in the accounting records or financial statements. Compliance and substantive tests occupy such an important place in 
the day to day work of an internal audit department.  

The importance of the two types tests are that if the compliance test reveal that internal controls are working 
satisfactorily, then the amount of substantive testing can be reduced, and the internal auditor can concentrate his/her 
audit effort on those areas where controls do not exist or are not working satisfactorily. 

The contemporary audit ecology 
Peecher, Schewartz & Solomon (2007), cited that there are many ways in which one can characterize an 

environment as complex as the audit environment. We choose to emphasize four dimensions of the audit environment of 
today: 

(1) Audited entities are employing new business models, 4 business strategies, and processes; there are reduced 
barriers to competition; the pace of change is accelerating. 

(2) There is heightened concern about and responsibility for detecting management fraud resulting in misstated 
financial statements. 

(3) There is consistent evidence that, although infrequent, when audit failures occur, they are typically due to 
inadequate control of non-sampling risk/error. 

(4) The Audit Risk Model (ARM) persists as a prominent aid for planning the audit and organizing audit quality 
control efforts on individual engagements.  

 
 Internal Audit Techniques 3.

 
3.1 Analytics Technique 
 
Analytics is not a technology; it’s a concept. It refers to the use of certain technologies, skill sets, and processes for the 
exploration, evaluation, and investigation of business operations. It can be used to drive planning, gain insight, and 
optimize the internal audit lifecycle. The practice of analytics makes extensive use of data, statistical and quantitative 
analysis, explanatory and predictive modeling, and fact-based management to drive decision making. There are several 
disciplines contained within the scope of an analytics initiative: analytics methodology, analysis tools, performance 
management, descriptive statistics, exploratory data analysis, confirmatory data analysis, as well as data management. 
Used together, the disciplines of analytics provide hindsight, insight, and foresight. There are several factors that have 
really fueled the rise in the use of analytics in Internal Audit functions. Analytics — which is already used in many areas of 
the business, such as finance, workforce management, supply chain management, and customer relationship 
management — can help meet these expectations. Applying analytics to the internal audit process can facilitate moving 
beyond the traditional internal audit activities toward an environment of more sophisticated risk analysis and monitoring. 
By leveraging the power of analytics, the internal audit process can produce insights and conclusions that help decision 
makers take action quickly and make more effective, timely decisions, (Zarkaryi,2006 & Delloitte 2012). 

Analytics provides answers to decision makers from three perspectives: historical, current, and future — i.e., it 
provides hindsight, insight, and foresight. It can help users ask such questions as, “What happened, and why?”, “Where 
is the problem, and what actions do I need to take to solve it?”, “What will happen if these trends continue?”, and finally, 
and perhaps most importantly, “What’s the best/worst that could happen?” This predictive capability of analytics supports 
the shift toward dynamic risk-focused audit planning and audit execution over static traditional planning approaches. 

Perhaps one of the biggest challenges that the internal audit process faces today is the expectations of the C-suite 
and Audit Committee, that Internal Audit should support the business by delivering deeper insight and greater value more 
efficiently and effectively. Some of the more challenging expectations of Internal Audit include: 

• Being more efficient and achieving more with less 
• More effectively identifying and responding to risk 
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• Delivering more robust and effective analysis of key issues 
• Providing more meaningful actionable insights 
• Driving change within the business 
By applying analytic tools and techniques, internal auditors obtain deeper insight into their data, systems, and 

processes and gain the ability to ask — and answer — new and more complex questions about government transactions. 
They can move from asking “What do we need to do?” to “What do we need to know?” The shift is subtle, but powerful. 

 
3.2 Application of Analytic Technique in Fraud Detection 
 
Where analytics can be applied is in fraud detection and exception identification algorithms; these are often based upon 
anomaly detection schemes. Myriad techniques can be employed from logical risk scoring to decision trees to stochastic 
link analysis. Applying these techniques in combination detects transactions that are the most likely to exhibit fraudulent 
or exceptional characteristics. Further automating and scheduling these routines helps Internal Audit to move toward 
automated detection and exception-based auditing. 
 
3.3 Reasons for the use of Analytic Audit technique 
 
There are several factors that have really fueled the rise in the use of analytics in Internal Audit functions. The first is the 
explosion of data volumes both structured and unstructured. With this explosion have come innovations in the capture of, 
and reporting on, that data. The next is the increasing expectations of key stakeholders’ vis-à-vis the nature and value of 
reported information that the internal audit process produces. As the revenue accruing to local government in recent 
years grows increasingly, stakeholders require deeper insights and clearly stated facts to support decisions, build greater 
value, and create a more dynamic focus on accountability. 
 
3.4 Theoretical Framework 
 
According to the agency theory, a company consists of a nexus of contracts between the owner of economic resources’’ 
(the principals) and manager (the agents) who are charged with using and controlling those resources’’ (Jensen and 
meckling, 1976). Agency theory posits that. Agents have more information then principal, and that such information 
asymmetry adversely affects the principals’ ability to monitor whether or not their interests are being properly served by 
agents. Furthermore, an assumption of agency theory is that, principal and agents act rationally and use contracting to 
maximize their own wealth. A consequence of this assumption may be the ’’moral’’ hazard’’ problem (Jensen and 
meckling, 1976) where to maximize their own wealth; agents may face the dilemma of acting the interests of their 
principles. Since principals do not have access to all available information at the time a decision is being made by an 
agent, they are unable to determine whether (called adverse selection) and the moral hazard problem, principle and 
agents engage in contracting to achieve pareto-optimality, including the establishment of monitoring processes such as 
internal auditing (Adams, 1994). Specifically internal auditing is considered a bonding cost borne by agents to satisfy the 
principals for accountability (sherer & 1983).  

Stewardship theory, according to this theory; manager is expected to be good stewards of organizational 
resources. They are not to misappropriate organizational resources as this, will adversely affects the attainment of other 
non-financial motives, such as the intrinsic satisfaction of successful performance and the need for achievement and 
recognition. to agency costs (DeFond, 1992; Anderson & stokes, 1993; Ettredge, Reed & Stone, 2000).  

 However, very few studies have used the agency theory to explain the importance of internal auditing in 
organizations (Francis & Wilson, 1988; wallace  & Kreutzfeldt, 1991; DeFound, 1992; and Adams, 1994) for the purposes 
of this study, both’’ agency theory and stewardship theory’’ were used to relate local government administrators, internal 
audit unit and government. To relate the above theories to this study, the local administrators act as an agent on behalf of 
the government (general public) and this resulted into failure of local government in the area of services delivery. 

For the application of stewardship theory to this study, it is expected that that, local government official are 
entrusted with the management of public resources at local government level which will give account of how these 
resources are being managed, under their care to the general public. Thus, proper audit by independent and competent 
internal audit unit are required to check into affair of these resources entrusted on them in order to ensure efficiency and 
accountability in local government 
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 Methodology 4.
 
For the purpose of this study, thirteen (13) local governments was selected representing 65% using simple random 
sampling technique to enable generalization to be made on the population.  The local governments selected, has total 
number of 91 internal audit staff comprising both senior and junior staff, (see appendix iv) and they constitute the 
respondents of this study, out of which Seventy eight (78) questionnaires were duly filled and retrieved from the 
respondents. This number presents 86% of the questionnaires returned  

Data were gathered from both primary and secondary sources. The primary data for this study came from 
questionnaire. While secondary data were collected from the Bauchi State Ministry for Local Government and Chieftaincy 
Affairs, Bulletin with specific focus on internal audit and fraud prevention.  

In order to analyze the data generated for the study, the researcher used three different types of statistical 
techniques. These are descriptive statistics, chi-square test and Pearson Product Moment Correlation Coefficient. 
 
4.1 Decision Rule 
 
The null hypothesis is rejected if the calculated value of r – ratio is greater than the critical value of r as given in the r 
distribution table otherwise, it stands accepted in the case of Pearson Product Moment Correlation Coefficient. 
The null hypothesis is rejected if the calculated value of 2 is greater than the critical value of 2   as given in the 2 
distribution table otherwise; it stands accepted in the case of Chi-square.                       
 

 Data Presentation and Analysis  5.
 
The data generated from the questionnaires administered were analyzed and interpreted using descriptive statistics, 
while all hypotheses were tested using Chi-square technique and Pearson Product Moment Correlation Coefficient 
method.  
 
5.1 Answering of Research Questions 
 
Research Question 1: Are internal audit techniques (interview & analytic) relevant to prevent fraud in Bauchi state local 
government?  
 
Table 1: Mean rating of respondents on the relevant of internal audit technique in preventing frauds 
 

S/N ITEM STATEMENT N MEAN REMARK 

1 Internal Audit Unit (IAU) has been applying interview and analytic audit technique  to prevent over-valuation 
of contracts and supplies 78 3.62 Agree 

2 IAU has been applying interview and analytic audit technique  to prevent Improper related party transaction 78 3.26 Agree 
3 IAU has been applying interview and analytic audit technique  to prevent Fictitious contracts and supplies 78 3.81 Agree 

 IAU has been applying interview and analytic audit technique  to prevent Diversion of funds/assets and 
unauthorized payment to third parties 78 3.10 Agree 

 IAU has been applying interview and analytic audit technique to prevent Misappropriation of funds/assets. 78 4.01 Agree 
 IAU has been applying interview and analytic audit technique  to prevent Falsification of financial records 78 2.86 Disagree 

 IAU has been applying interview and analytic audit technique  to prevent Submission of claims for 
services/goods not supplied 78 3.85 Agree 

 
Source: Field survey ( 2015) 
 
Table 1 depicts mean and standard deviation values of the respondents to questions relating to the relevance of internal 
audit technique in frauds prevention in Bauchi state local governments. The value of the options available to respondents 
ranges from 5-1. From the table, the average respondents agreed that analytic and interview technique of auditing is 
relevance in frauds prevention at the local government. On the instances of over-valuation contract and supplies, the 
mean is 3.62. It also found that internal audit unit has been applying interview and analytic audit technique to prevent   
improper related party transaction with mean of 3.26. This indicate that audit unit at the local government are aware and 
have been applying progressive technique (analytic and interview) in auditing procedures in it function of preventing 
frauds but failed due to lack of absolute independent  from their employers (management). On the application of the 



ISSN 2039-2117 (online) 
ISSN 2039-9340 (print) 

        Mediterranean Journal of Social Sciences 
            MCSER Publishing, Rome-Italy 

Vol 6 No 4 
July 2015 

          

 238 

technique in preventing fictitious contracts and supply, diversion of funds and misappropriation of funds, has 
corresponding mean and standard deviation of 3.81, 3.10 and 4.01 respectively.  This shows that the responses affirm to 
the to the issue of relevance of internal audit technique in fraud prevention with exception of the technique preventing 
falsification of  financial records with mean 2.26 and standard deviation  around 0.136 which disagree that the technique 
cannot  prevent instances of the fraud.  

Research Question 2: Is there any difference between internal audit technique (interview & analytic) and 
traditional internal auditing in fraud prevention in the local government? 
 
Table 2: Mean and standard deviation of respondents on the fraud prevention techniques 
 

Fraud Prevention Techniques N Mean SD
Interview & analytic 78 3.50 1.27 

Traditional 78 1.85 1.09 
 
Source: Field survey, 2014 
 
Table 1 above depicts the mean and standard deviation of respondents on adoption of two different internal audit 
techniques in fraud prevention in Bauchi state local governments.  Interview & analytic technique has mean of 3.50 and 
SD of 1.27 while traditional procedure has mean of 1.85 and SD of 1.09.  It is indicated that Interview & analytic technique 
has high mean value. The difference in the mean = 1.65 which shows the difference in the two techniques. 

Research Question 3: Do the management of Bauchi sate local government areas put all the necessary 
measures in place to prevent frauds? 
 
Table 3: Mean rating of respondents on management efforts in frauds prevention 
 

S/N ITEM STATEMENT N MEAN REMARK 

1 The management of the local government put all necessary measures in place, 
to prevent frauds 78 2.89 Disagree 

 
Source: Field survey, 2014 
 
The table above shows the analysis of the responses on the management efforts in fraud prevention at Bauchi state local 
government with mean of 2.89 less than the sample mean of 3, which disagree with the assertion. This indicates that 
management being part of the organization and employer of the internal audit staff, assumed control of the system 
rendering the audit unit independent to which they can carry out their statutory functions.     
 
5.2 Testing of hypotheses 
 
5.2.1 Hypothesis one 
 
Ho1. Traditional internal audit approach cannot prevent fraud in Bauchi state local     government. 
 
Table 4 
 

Staff Category S A A U SD D Total Df 2critical 2-cal. Decision 
Senior staff 34 18 1 2 0 55  

 4 9.49 0.001 Accept Ho1 
Junior staff 4 8 4 4 3 23  

 
Source: Field survey, 2014 
 
Table 4 above depicts the 2 calculated and critical value on the null hypothesis Traditional internal audit approach cannot 
prevent fraud in Bauchi state local government at 4 degree of freedom. The 2  calculated is 0.001 less than 2 critical 
9.49 which made the researcher to accept the null hypothesis thereby rejecting the alternative hypothesis which state that 
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Traditional internal audit approach can prevent fraud in Bauchi state local government. 
 
5.2.2 Hypothesis Two 
 
Ho2. Interview and analytic technique cannot prevent fraud in Bauchi state local government. 
 
Table 5: Chi-Square on use of interview and analytic techniques in fraud prevention  
 

Staff Category SA A U SD D Total Df 2critical 2-cal. Decision 
Senior staff 5 2 9 19 20 55  

 4 9.49 11.23 Reject Ho2 
Junior staff 4 6 8 2 3 23  

 
Source: Field survey, 2014, generated by the Author using SPSS 16.0 
 
The above table 5 presents the result of chi-square tests on the use of interview and analytic techniques at the Bauchi 
state local government. The 2-calculated is 11.23 which is greater than the 2-critical of 9.49, thus rejecting the null 
hypothesis that state Interview and analytic technique cannot prevent fraud in Bauchi state local government. Therefore, 
Interview and analytic technique can prevent fraud in bauchi state local government.  
 
5.2.3 Hypothesis Three 
 
Ho3. There is no significant relationship between internal audit technique and traditional internal auditing approach in 
fraud prevention at the local government.  
 
Table 6: 
 

Audit Techniques N X SD Df r-critical r-cal. Decision 
Senior staff 78 1.85 1.10  

 76 0.28 0.72 Reject Ho2 
Junior staff 78 3.53 1.33  

 
Source: Field survey, 2014 
 
Table 6 above depicts the result of Pearson Product Moment Correlation Coefficient test on the significant relationship 
between internal audit technique and traditional internal auditing approach in fraud prevention at the local government. 
The r-calculated is 0.72 which is significant compare to r-critical found to be 0.28. it therefore reject the null hypothesis 
that state there is no significant relationship between internal audit technique and traditional internal auditing approach in 
fraud prevention at the local government. Thus, accepting the alternative hypothesis that state, there is significant 
relationship between internal audit technique and traditional internal auditing approach in fraud prevention at the local 
government.   
 

 Summary, Conclusion and Recommendations 6.
 
6.1 Summary 
 
Local government Council in Bauchi state apply internal audit techniques in fraud prevention and detection, but found to 
be weak and ineffective in discharging this function, due to undue interference from management. 

Management of Bauchi state local governments do not make serious effort in providing the necessary measures in 
ensuring that fraud and irregularities are reduce to bearable minimal, as such the internal audit techniques/procedures 
responsible for preventing fraud at the local governments are ineffective. 
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6.2 Conclusions 
 
The internal audit is an integral unit in any organization and local governments in Bauchi state are not exception. This is 
because, internal audit enhance the internal control system at the local government level, though the internal auditors of 
the local governments are answerable to their respective chief executives, ensures the implementation of internal audit 
technique.  

This study has revealed that, the internal auditors at the local governments level are  under undue influence of the 
chief executive whom the auditors  are suppose to  report to. This menace of lack of independence from the management 
has eroded control in the local government financial systems in Nigeria and hence poor performances by the local 
government that is closer to the people at the grass-root.    
 
6.3 Recommendations 
 
Based on the above conclusions, the study recommends the following: 

Bauchi state government should enact laws that will grant internal audit unit autonomy to discharge their functions. 
Effective internal audit technique capable of preventing any type of fraud should be established by internal audit 

unit and that adequate measures and control should be put in place as to prevent fraud through sound control 
environment that will ensure that policies and plans are implemented. 

To ensure that the independent of internal audit units are not compromised, a Board of Enquiry should always be 
commissioned at the state level to review the effectiveness of the internal audit and other control systems of the local 
governments at regular intervals. State government through the local government service commission should organize 
on-going seminars and workshops to re-educate internal audit unit on relevant internal audit techniques and standards 
related to fraud and how to applying them in preventing fraud at the local government level. 
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Field Survey Responses 
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Appendix II: SPSS Output 
 

Descriptive Statistics (Mean) 
S/N Item Statement N Mean 

1 One of the responsibilities of internal audit staff is to prevent  fraud at local government level 78 3.59 
2 Internal audit technique is a tool internal audit staff adopt in preventing fraud in the local government 78 3.81 
3 The management of the local government put all necessary measures in place, to prevent frauds 78 2.89 
4 The internal audit techniques adopted by the Internal audit unit at local government level are effective to prevent and detect fraud. 78 3.56 
5 IAU has been applying interview and analytic audit technique  to prevent unauthorized disposal of local government assets 78 3.65 
6 IAU has been applying interview and analytic audit technique  to prevent over-valuation of contracts and supplies 78 3.62 
7 IAU has been applying interview and analytic audit technique  to prevent Improper related party transaction 78 3.26 
8 IAU has been applying interview and analytic audit technique  to prevent Fictitious contracts and supplies 78 3.81 
9 IAU has been applying interview and analytic audit technique  to prevent Diversion of funds/assets and unauthorized payment to third parties 78 3.10 

10 IAU has been applying interview and analytic audit technique to prevent Misappropriation of funds/assets. 78 4.01 
11 IAU has been applying interview and analytic audit technique  to prevent Falsification of financial records 78 2.86 
12 IAU has been applying interview and analytic audit technique  to prevent Submission of claims for services/goods not supplied 78 3.85 
13 Applying traditional system of auditing  in the local government can  prevent the above stated instances of frauds 78 1.85 

 
Pearson Product Moment Product (r) 
 

Descriptive Statistics

Mean Std. Deviation N 

Interview and Analytic Technique 3.5000 1.26833 78 
Traditional Technique 1.8462 1.09399 78 

Correlations

 Interview and Analytic Technique Traditional Technique 

Interview and Analytic Technique 

Pearson Correlation 1 .734** 

Sig. (2-tailed) .000 

N 78 78 

Interview and Analytic Technique 

Pearson Correlation .734** 1 

Sig. (2-tailed) .000  

N 78 78 
**. Correlation is significant at the 0.01 level (2-tailed).  

 
Chi-square Output 

Case Processing Summary

Cases

Valid Missing Total

N Percent N Percent N Percent 

audit staff * analytic and interview technique 78 49.7% 79 50.3% 157 100.0% 
audit staff * analytic and interview technique Cross tabulation

Count

analytic and interview technique
Total 

strongly disagree disagree Neutral agree strongly agree

audit staff Junior staff 5 2 9 19 20 55
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Senior staff 4 6 8 2 3 23
Total 9 8 17 21 23 78

Chi-Square Tests

Value Df Asymp. Sig. (2-sided)

Pearson Chi-Square 18.479a 4 .001
Likelihood Ratio 18.716 4 .001

Linear-by-Linear Association 11.471 1 .001
N of Valid Cases 78

a. 2 cells (20.0%) have expected count less than 5. The minimum expected count is 2.36.
 

Case Processing Summary

 Cases

 Valid Missing Total

 N Percent N Percent N Percent 

Traditional Technique 78 49.7% 79 50.3% 157 100.0% 
 
category of staff in internal audit unit * Applying traditional system of auditing  in the local government can  prevent the above stated 
instances of frauds Cross tabulation 

Count  

  Applying traditional system of auditing  in the local government can  
prevent the above stated instances of frauds 

Total 
  strongly disagree Disagree Neutral Agree strongly 

agree 

category of staff in 
internal audit unit 

Junior staff 34 18 1 2 0 55 

Senior staff 4 8 4 4 3 23 
Total 38 26 5 6 3 78 

Chi-Square Tests

 Value Df Asymp. Sig. (2-sided)

Pearson Chi-Square 23.890a 4 .000
Likelihood Ratio 24.295 4 .000
Linear-by-Linear 
Association 21.733 1 .000 

N of Valid Cases 78
a. 6 cells (60.0%) have expected count less than 5. The minimum expected count is .88.

 
Appendix IV 
 

S/NO Name of the local government No. of internal audit staff Category  of staff 
Senior Junior 

1 Gamawa 7 5 2 
2 Giade 6 4 2 
3 Itas Gadau 6 4 2 
4 Jama’are 7 4 3 
5 Katagum 7 5 2 
6 Shira-yana 6 4 2 
7 Zaki 6 3 3 
8 Bauchi 9 5 4 
9 Dambam 7 5 2 
10 Tafawa Balewa 8 5 3 
11 Bogoro 7 4 3 
12 Kirfi 7 5 2 
13 Ningi 8 6 2 

Total 91 59 32 
     
Source: Ministry for local government and chieftaincy affairs, staff disposition records, 2014 


