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OPERATIONAL DEFINITION OF TERMS
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Operational
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Segregation of Duties

Authorization and approval procedures are formal processes
that ensure transactions and activities are reviewed and

approved by authorized personnel before execution.

Cash management encompasses the processes and strategies
used by an organization to optimize cash flow, ensure
liquidity, and minimize financial risks.

Internal control activities are the policies, procedures, and
mechanisms implemented by an organization to ensure the
achievement of operational objectives, safeguard assets,
ensure accuracy in financial reporting, and promote
compliance with laws and regulations.

Inventory management controls are the policies and
procedures implemented to oversee the acquisition, storage,
and distribution of goods within an organization.

Monitoring activities refer to the ongoing or periodic
assessment of internal control systems to ensure their
effectiveness and alignment with organizational goals.

Operational performance refers to the efficiency and
effectiveness with which an organization utilizes its
resources to achieve its objectives.

Segregation of duties is an internal control mechanism that
involves dividing responsibilities among  different
individuals to reduce the risk of errors, fraud, or
mismanagement.
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ABSTRACT

The retail sector in Kenya has emerged as a dynamic and attractive investment hub in sub-
Saharan Africa, driven by rising disposable incomes and a growing consumer base.
However, this promising growth trajectory has been marred by significant challenges,
including the disruptive impact of the Covid-19 pandemic and a troubling trend of financial
instability within the supermarket industry. Over the past decade, several prominent
supermarket chains, such as Uchumi, Nakumatt, and Shoprite, have faced severe financial
crises, culminating in closures or market exits. These challenges have been largely
attributed to mismanagement, inadequate cash flow systems, and weak internal controls,
underscoring the critical need for effective governance and operational strategies. Against
this backdrop, this study investigates the relationship between internal control activities and
the operational performance of supermarket chains in Kenya, with a focus on segregation
of duties, inventory management controls, authorization and approval procedures,
monitoring activities, and the moderating role of cash management. Drawing on the Miller-
Orr Model, Agency Theory, and the Institutional Theory of Organizations, the study sought
to elucidate the intricate relationships between dependent and independent variables. This
study adopted a positivist research philosophy, utilizing a cross-sectional research design to
examine the relationship between internal control activities and operational performance in
supermarket chains in Kenya. The target population comprised 39 supermarket chains, with
data collected from key managerial roles: finance and accounts managers, human resources
managers, and operations managers to ensure a comprehensive perspective on internal
control practices and their impact on operational outcomes. A judgmental sampling
technique was employed to select knowledgeable respondents, and data from 117
individuals were aggregated at the supermarket level for analysis. The study utilized both
descriptive and inferential statistics. Additionally, the moderating role of cash management
was explored using interaction terms in the regression model. Data collection was
conducted through structured questionnaires, employing a five-point Likert scale to ensure
consistency and reliability. Through a comprehensive analysis, the study reveals that
segregation of duties, inventory management controls, and authorization and approval
procedures significantly enhance operational performance, underscoring their importance
in fostering accountability, efficiency, and transparency. However, monitoring activities
were found to have a negative impact on performance when excessively implemented,
suggesting that over-monitoring can lead to bureaucratic inefficiencies and employee
dissatisfaction. The study further identifies cash management as a critical moderating
factor, demonstrating that effective cash management strengthens the positive relationship
between internal control activities and operational performance. These findings highlight
the need for a balanced and integrated approach to internal controls, supported by robust
cash management practices. The study contributes to the existing body of knowledge by
providing empirical evidence on the role of internal controls in operational performance,
emphasizing the contingent nature of their effectiveness, and offering context-specific
insights for supermarket chains in developing economies. Practical recommendations
include optimizing inventory management, streamlining authorization processes, and
adopting strategic monitoring systems.
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CHAPTER ONE
INTRODUCTION

1.1 Background to the Study

The retail trade sector is a cornerstone of economic growth and development globally,
contributing significantly to job creation, consumer access to goods and services, and the
operational sustainability of businesses. According to the World Bank (2021), retail trade
accounts for a substantial share of GDP in many economies, underscoring its critical role
in economic progress. Globally, the industry faces the dual challenge of maintaining
operational efficiency while safeguarding overall stability in an increasingly competitive
environment. Internal control systems have emerged as critical mechanisms for ensuring
operational efficiency, particularly in the retail sector, which is vulnerable to fraud,
operational inefficiencies, and asset mismanagement (Yang & Guan, 2019). Weak
internal controls are often linked to operational breakdowns, financial losses, and
reputational damage, making them a focal point for organizational sustainability

(Olumbe, 2020).

In Africa, the retail trade sector has experienced rapid growth, driven by urbanization, a
rising middle class, and improvements in infrastructure (African Development Bank
[AfDB], 2020). This growth underscores the need for robust internal control systems to
address challenges such as inventory shrinkage, fraud, and operational mismanagement.
Regional studies emphasize the importance of internal control activities in enhancing
operational performance. For instance, in Uganda, Kabuye, Kato, and Akugizibwe,

(2019) found that effective internal control systems directly impact the operational
1



stability of supermarkets by promoting efficiency in resource utilization. Similarly,
Onumah, Kuipo, and Obeng, (2019) reported that the operational performance of retail
firms in Ghana was significantly influenced by the implementation of efficient internal
control practices, underscoring their critical role in promoting organizational

sustainability.

In Kenya, the retail trade sector is recognized as a key driver of economic transformation
under the Vision 2030 agenda, which aims to position the country as a competitive
trading hub (Government of Kenya, 2018). Despite its importance, the sector faces
numerous challenges, including intense competition, inventory losses due to theft and
product expirations, and inadequate cash flow management (Ondieki, 2020). These issues
have been exacerbated by the collapse of major supermarket chains such as Nakumatt
and Uchumi, while others like Tuskys have encountered severe operational challenges
(Anyanzwa & Njau, 2020). The downfall of these retail giants has exposed significant
gaps in internal control systems, particularly in areas such as inventory control, cash

management, and operational oversight, highlighting the urgent need for reforms.

Existing studies on internal controls in Kenya have predominantly focused on sectors
such as banking and securities (Muthusi, 2019; Kinyua, 2018), leaving a significant
knowledge gap regarding the retail sector. This gap is particularly concerning given the
sector's vulnerability to operational inefficiencies and mismanagement. Furthermore, the
lack of empirical research addressing the relationship between internal control activities
and operational performance in Kenyan supermarkets hinders the development of

effective strategies to enhance their resilience and competitiveness. Effective internal
2



controls are foundational to achieving organizational objectives, mitigating risks, and
fostering sustainable growth in a competitive and dynamic market environment (Institute
of Internal Auditors [I1A], 2021). In light of these challenges, this study seeks to explore
the influence of internal control activities on the operational performance of supermarket

chains in Kenya.

1.1.1 Internal Control Activities

Internal control activities are a foundational component of organizational governance,
encompassing policies, procedures, and practices aimed at safeguarding assets, ensuring
accurate financial reporting, and maintaining compliance with regulatory standards
(Committee of Sponsoring Organizations of the Treadway Commission [COSO], 2016).
These activities provide a systematic framework for managing risk, enhancing
operational efficiency, and minimizing resource mismanagement. Negus (2020)
highlights the importance of internal control systems in mitigating fraud, errors, and
inefficiencies, particularly in the retail sector, where complex operations require robust

oversight mechanisms.

This study focuses on four critical internal control variables: Segregation of Duties,
Inventory Management Controls, Authorization and Approval Procedures, and
Monitoring Activities. Each of these variables addresses essential aspects of risk
management and operational performance, making them highly relevant in the context of
supermarket operations. Segregation of duties is widely acknowledged as a cornerstone

of effective internal controls, reducing the risk of errors and fraud by ensuring no single



individual controls all key aspects of a transaction process (COSO, 2016; Nanzala &
Ingabo, 2021). Inventory management controls are essential for minimizing shrinkage,
wastage, and inefficiencies in stock management, which are critical for retail operations
where inventory is a significant asset (Akimana, 2019; Onumah et al., 2019).
Authorization and approval procedures ensure that organizational actions align with
established policies, promoting transparency and preventing unauthorized transactions
that could lead to resource misappropriation (Korir, 2022). Finally, monitoring activities
are indispensable for continuously assessing the effectiveness of internal controls,
identifying potential inefficiencies or risks, and enabling corrective action to sustain
operational efficiency and resilience (Egbuji, 2019; Negus, 2020). Together, these
variables provide a robust framework for addressing the unique challenges of the retail

sector, including supermarkets.

Segregation of duties plays a crucial role in reducing the risk of errors and fraud by
distributing key responsibilities across multiple individuals. This ensures that no single
person has undue control over critical processes such as recording, custody, and
authorization (Nanzala & Ingabo, 2021). In a retail environment, where cash handling
and high transaction volumes are prevalent, this measure introduces necessary checks and

balances to enhance accountability.

Inventory management controls are particularly significant for supermarkets, as inventory
constitutes a substantial proportion of their assets. Effective inventory controls, such as
real-time tracking, regular audits, and measures to reduce shrinkage, are vital for

minimizing wastage and preventing theft. Akimana (2019) underscores the direct impact
4



of inventory management on resource conservation and operational efficiency,
emphasizing its importance in ensuring consistent stock availability and customer

satisfaction.

Authorization and approval procedures are designed to validate transactions and ensure
that actions align with organizational policies. These procedures act as preventive
measures against unauthorized actions, safeguarding organizational resources and
promoting financial stability (Korir, 2022). By establishing a clear hierarchy for

approvals, these controls enhance transparency and reduce the likelihood of irregularities.

Monitoring activities involve the continuous review and evaluation of internal control
systems to ensure their effectiveness. Regular monitoring facilitates the early detection of
inefficiencies, discrepancies, or emerging risks, enabling timely corrective action (Egbuiji,
2019). Monitoring has been found to foster resilience and adaptability, particularly in

dynamic retail settings.

1.1.2 Operational Performance

The operational performance of retail outlets is a critical dimension of overall
organizational success, encompassing efficiency, productivity, and the ability to meet
consumer needs effectively. Operational performance is often evaluated using metrics
such as inventory turnover, employee productivity, service delivery speed, and cost
efficiency (Sigler & Murphy, 2018). These metrics provide insights into how well a retail
business optimizes its resources to deliver value to customers while maintaining

operational sustainability. According to Barrows and Neely (2022), operational

5



performance is a direct determinant of an organization’s capacity to achieve its strategic

goals and adapt to a dynamic market environment.

Supermarkets serve as essential intermediaries, offering value through product
availability, customer convenience, and cost-effectiveness. Mageto (2019) notes that
efficient operational practices in supermarkets, such as effective inventory management,
streamlined supply chain operations, and robust service delivery systems, are pivotal in
sustaining competitive advantage. Moreover, Okibo et al. (2021) emphasize the
importance of operational excellence in enhancing customer satisfaction and driving
repeat business, particularly in sectors characterized by rapidly shifting consumer

preferences.

In transitional economies and developing nations, supermarkets face unique operational
challenges. These include limited access to advanced logistics systems, high operational
costs, and regulatory pressures (Cytonn, 2020). For instance, the Kenyan supermarket
industry has experienced significant disruptions, partly due to inefficiencies in inventory
management and supply chain operations. Notable examples include the financial and
operational crises faced by Nakumatt, Uchumi, and Tuskys, which have been attributed

to poor resource utilization and weak operational controls (RECTRAK, 2021).

Despite these challenges, the sector also presents growth opportunities driven by
increasing urbanization, evolving consumer preferences, and advancements in retail
technology. As highlighted by Economic Survey (2019), the adoption of technology-

enhanced inventory systems and data-driven decision-making processes can significantly



improve operational outcomes. This study focuses on operational performance as a
critical component of retail success, exploring how internal control activities such as
inventory management and monitoring activities influence efficiency and sustainability in

the Kenyan supermarket sector.

1.1.3 The Moderating Effect of Cash Management

Effective cash management is fundamental to ensuring the operational success of retail
businesses, particularly supermarket chains, where managing cash flow is central to day-
to-day operations and long-term viability. Cash management entails the strategic control
of cash inflows and outflows, ensuring that supermarkets maintain adequate liquidity to
meet their operational obligations while funding growth opportunities (Ratemo, 2018).
Gitau (2018) emphasizes that supermarkets must enhance both cash management
practices and internal control activities to maximize operational efficiency and overall
performance. A well-integrated cash management system ensures that supermarkets

safeguard their financial resources while improving their operational practices.

The management of cash flow is inherently complex, with multiple factors influencing its
effectiveness. Research by Hassan, Baba, Danlam, and Kambai (2020) reveals that
capital adequacy moderates the relationship between asset growth and operational
performance, with liquidity and firm size playing crucial roles in determining operational
success. Effective cash management extends beyond liquidity control and involves the
integration of banking services, cash flow forecasting, data analytics, and prudent

financial planning (Ogwang, 2016). For supermarkets, these practices are essential,



particularly when facing challenges such as seasonal sales fluctuations, supplier payment

delays, and unpredictable consumer spending patterns.

However, Kinyua (2021) warns that poor cash management, especially the overreliance
on short-term credit facilities like overdrafts, can jeopardize a supermarket’s financial
stability. While overdrafts may provide temporary relief, they can destabilize overall cash
flow if not aligned with broader financial strategies. Mathuva (2020) suggests several
approaches to improve operational performance, including prompt debtor settlements,
efficient inventory management, and timely supplier payments, all of which contribute to

enhanced cash flow and operational efficiency.

Despite widespread recognition of the importance of cash management, some studies,
such as Abbadi’s (2020) research in the manufacturing sector, suggest that earnings
management may not significantly influence the relationship between cash flow activities
and operational outcomes. These conflicting findings highlight the need for further
exploration of how cash management, in conjunction with internal control activities,
affects the operational performance of supermarket chains. This study, therefore, seeks to
examine these relationships and provide deeper insights into how effective cash
management can be leveraged to enhance operational performance in the supermarket

industry.

1.2 Statement of the Problem

In the dynamic landscape of Kenya's retail market, the past five years have witnessed an

extraordinary surge of 67% in consumer spending, positioning the nation as the

8



continent's fastest-growing retail hub (Euro Screen, 2020). This remarkable expansion
has been primarily driven by the preference of 85% of consumers for formal retail
outlets, particularly supermarkets, as revealed in Cytonn’s (2021) analysis of Kenya's

retail sector.

Despite this growth, a concerning trend has emerged in the form of supermarket closures,
with  RETRACK (2022) noting a steady decline in the number of operational
supermarkets over the past decade. Among the most significant closures were Jack and
Jill Supermarket in 2013 due to a tenancy dispute, Nakumatt in 2019 following a debt
crisis attributed to mismanagement, and Uchumi Supermarket, which collapsed in 2019
due to weak management practices and inadequate financial strategies. Other notable
closures include Ebrahim Supermarket and Shoprite Supermarket, which exited the
market in 2020, the former due to mounting debts, and the latter citing unsustainable rent
and taxes. Furthermore, the downfall of the Mulleys supermarket network in 2022,
exacerbated by poor cash flow management and excessive debts, culminated in its

acquisition by Quickmart supermarkets (Cytonn, 2022).

Although studies indicate that internal control activities positively influence operational
performance (Ogwang, 2019; Ondieki, 2022; Ratemo, 2018), a significant issue persists
within Kenya's supermarket chains an increase in financial mismanagement and internal
fraud. Such issues are often exacerbated by inadequate internal control systems that fail
to prevent fraudulent activities, further weakening operational performance (Gitau, 2018).

For instance, Gacheri (2022) outlines how supermarket resources are depleted due to



investments in security measures such as CCTV systems, staff vigilance, legal

proceedings for prosecuting culprits, and anti-theft strategies.

This intersection of challenges casts doubt on the effectiveness of internal control
activities and financial management practices in supermarkets. Despite the booming retail
sector, a paradoxical decline in operational performance persists. RETRACK (2019)
reports that Kenyan supermarkets lose approximately Sh3.5 billion annually due to theft,
with shoplifting facilitated by advanced global technologies. As such, supermarket
management struggles to contain these threats, employing diverse internal control
strategies. This paradox between rapid consumer expenditure growth and declining
operational performance calls for an investigation into the relationship between internal
control activities and operational performance in Kenyan supermarket chains. The study
seeks to bridge this gap by examining the influence of internal controls and cash

management, in shaping operational performance in this sector.

1.3 Objectives of the Study

The study encompassed both overall and detailed goals, which were outlined as follows: -

1.3.1 General Objective

The primary objective of this research is to examine the relationship between internal
control activities and the operational performance of selected supermarket chains in
Kenya. The study also seeks to explore the moderating role of cash management in
influencing this relationship, providing insights into how these internal control activities
impact overall operational efficiency within the retail sector.
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Specific Objectives

To examine the relationship between segregation of duties and the operational

performance of supermarket chains in Kenya.

To assess the impact of inventory management controls on the operational

performance of supermarket chains in Kenya.

To investigate the influence of authorization and approval procedures on the

operational performance of supermarket chains in Kenya.

To determine the effect of monitoring activities on the operational performance of

supermarket chains in Kenya.

To analyze the moderating role of cash management on the relationship between

internal control activities and the operational performance of supermarkets in Kenya.

1.4 Research Hypotheses

The study was guided by the following research hypotheses:

Hol: There is no statistically significant relationship between segregation of duties and

the operational performance of supermarkets in Kenya.

Ho2: There is no statistically significant relationship between inventory management

controls of assets and the operational performance of supermarkets in Kenya.
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Ho3: There is no statistically significant relationship between authorization and approval

procedures and the operational performance of supermarkets in Kenya.

Ho4: There is no statistically significant relationship between monitoring activities and

the operational performance of supermarkets in Kenya.

Ho5: Cash management does not have a moderating effect on the relationship between
the implementation of internal control activities and operational performance of

supermarkets in Kenya.

1.5 Significance of Study

The anticipated outcomes of the study hold considerable importance for a variety of

stakeholders in the retail sector:

1.5.1 Shareholders

The findings from this study provide valuable insights for shareholders in supermarket
chains. By identifying risks associated with weak internal controls, the research helps
enhance operational performance, which can ultimately lead to maximizing shareholder
value. The study’s recommendations offer practical guidelines for optimizing internal
control frameworks and operational strategies, helping firms improve their competitive

positioning and overall success in the retail industry.
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1.5.2 Supermarket Management

For supermarket management, the study serves as a key resource for improving
operational efficiency. The research highlights the significance of strong internal control
activities, including segregation of duties, inventory management, authorization
procedures, and monitoring activities. By leveraging these insights, supermarket
managers can make more informed decisions, streamline their operations, and enhance
performance. The implementation of robust internal controls can lead to more efficient
management of resources, reduced operational risks, and improved service delivery, all

contributing to the long-term success of the supermarket chains.

1.5.3 Other Scholars

The study makes a substantial contribution to the academic literature by providing a
foundation for future research in the area of internal control activities and operational
performance. It introduces new theoretical perspectives and hypotheses that clarify the
relationship between managerial oversight practices and operational outcomes in
supermarket chains. By expanding the academic understanding of these dynamics, the
study enriches the scholarly community's knowledge and encourages further exploration

into the operational effectiveness of internal control systems in the retail sector.

1.6 Scope of the Study

The scope of this study defines the parameters for the research, determining the breadth

and depth of the investigation. It ensures that the study remains focused, allowing for
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coherent and conclusive outcomes. By outlining the scope, the research aimed to provide
comprehensive and well-founded answers to the research questions, contributing to a
thorough exploration of internal control activities and operational performance in Kenyan

supermarket chains.

1.6.1 Content Scope

The study aligns with Kenya's Vision 2030, which views the retail sector as a critical
driver of economic growth, with aspirations to contribute significantly to the country's
GDP and formal employment (RETRACK, 2019). Against this backdrop, the research
aimed to explore the relationship between internal control activities and the operational

performance of supermarket chains in Kenya.

Focusing on key internal control activities within the supermarket context, the study
examined: Segregation of Duties, Inventory Management Controls, Authorization &
Approval Procedures and Monitoring Activities. Additionally, the study investigated the
moderating effect of Cash Management on these internal control activities. By analyzing
how cash management practices interact with operational performance, the study aimed
to offer valuable insights that could help supermarket chains enhance their operational
efficiency and stability. The findings aim to support the achievement of the ambitious
objectives outlined in Vision 2030, contributing to the broader goal of bolstering Kenya’s

retail sector.
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1.6.2 Geographical Scope

The geographical scope of the study encompassed all supermarket chains operating
within Kenya. Specifically, the research targeted the head offices of the 39 supermarket
chains listed in the Yellow Pages (2022) directory (Refer to Appendix 1V). This broad
coverage provided a comprehensive view of the internal control practices, cash
management, and operational performance across various supermarket chains. By
including a diverse range of supermarkets, the study ensured a representative sample that

reflected different business sizes, operational strategies, and market contexts.

1.6.3 Period Scope

The study was delimited to the period from 2018 to 2022, reflecting the dynamic changes
and rapid expansion in Kenya’s retail sector. This timeframe captures the evolution of
supermarket chains in response to technological advancements, changes in consumer
preferences, and competitive strategies within the industry. The study aimed to explore
how these shifts influenced internal control activities and operational performance of
supermarket chains in Kenya during this period. Since the data for this study was
collected using ordinal data in the form of Likert-scale responses, the focus was on
gathering perspectives from supermarket managers and employees about operational
performance factors such as efficiency, service quality, and timeliness of processes. By
targeting this specific period, the study sought to understand how internal control systems
have impacted operational outcomes within the context of ongoing industry

transformation.
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CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction

This chapter presents both conceptual and empirical literature relevant to the study. It
begins with an overview of pertinent theories related to managerial controls and
operational performance outcomes in firms. In addition, an empirical assessment of
studies concerning managerial control activities, operational policies, and performance
outcomes in supermarket chains is conducted. The review aims to identify gaps in
existing literature, particularly in relation to the effectiveness of internal controls in

enhancing operational performance within the retail sector.

2.2 Theoretical Review

The theoretical review establishes the intellectual foundation of the study, offering an in-
depth examination of the key theories that inform the research. This section aims to
develop a comprehensive conceptual framework for analyzing internal control activities
and their influence on the operational performance of supermarket chains in Kenya. The
following theories are central to the study: Agency theory, Miller-Orr Model,
Management Control Theory and The Institutional Theory of Organizations. These
theories collectively provide a robust framework for analyzing diverse aspects of

organizational behavior, control mechanisms, and strategic decision-making.
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2.2.1 Agency Theory

Agency theory explores the relationship dynamics between principals (e.g.,
owners/shareholders) and agents (for instance managers), with particular emphasis on
potential conflicts of interest between these parties. To mitigate these conflicts, the theory
suggests implementing governance structures and contracts to align the interests of both
parties and minimize agency problems (Jensen & Meckling, 1976). In the context of
supermarkets, this theory helps explain how internal controls: Segregation of Duties,
Inventory Management Controls, and Authorization & Approval Procedures, can align
the actions of managers with the interests of the shareholders, reducing the risks of

mismanagement and improving operational efficiency.

Fama and Jensen (1983) proposed that effective internal controls can alleviate agency
dilemmas by harmonizing managerial interests with those of shareholders. Internal
controls, through practices like auditing and regular assessments, reduce information
asymmetry, enhance transparency, and mitigate risks, ultimately leading to improved
operational performance. Furthermore, agency costs arise due to the necessity of
implementing mechanisms (e.g., monitoring activities) to ensure managers act in the best
interest of the owners. These controls reduce the need for excessive external oversight,
improving operational efficiencies (Eisenhardt, 1989). For supermarkets, the
implementation of internal control activities, such as ensuring proper segregation of
duties and monitoring activities, can lower agency costs and improve operational

outcomes, as they minimize the likelihood of fraudulent activities and errors.
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In retail contexts, it is often impractical for owners to authorize every action due to the
large volume of transactions. As a result, they delegate responsibilities to managers
(Ondieki et al., 2015). Agency theory underscores the importance of internal controls in
such scenarios, ensuring that internal controls align managerial actions with
organizational goals and minimize the risks associated with autonomy. This alignment
fosters greater efficiency in daily operations and enhances the overall operational

performance of supermarkets.

2.2.2 Management Control Theory

Management Control Theory focuses on how organizations use control mechanisms to
influence behavior, ensuring alignment with organizational goals (Barrows & Neely,
2012). The theory, developed by Kaplan and Norton (2005) through the balanced
scorecard approach, highlights the need for internal controls to ensure that operational
activities align with strategic objectives. Supermarkets use various control mechanisms,
such as Monitoring Activities, Segregation of Duties, and Authorization & Approval
Procedures, to ensure that operational decisions made at individual store levels are

consistent with broader organizational goals.

Simons (1990) identified the delicate balance between centralized and decentralized
decision-making. In supermarkets, individual store managers often have some autonomy,
but effective internal controls ensure that this autonomy does not lead to deviations from
the supermarket's overall operational and financial goals. Management Control Theory

emphasizes the need for Monitoring Activities to track performance, identify
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inefficiencies, and ensure alignment with strategic goals. Internal controls should also be
adaptable, responding to changes in consumer behavior, competition, and regulatory

requirements to sustain long-term operational success.

Critics of Management Control Theory, such as Robert Simons (2010), argue that it may
not adequately address the complexities of modern, dynamic business environments.
Barrows and Neely (2012) suggest that well-designed and executed internal control
measures can strike a balance between control and fostering innovation and autonomy.
For supermarkets, adapting internal controls in response to industry changes is critical to

maintaining competitive advantage and operational efficiency.

2.2.3 Miller-Orr Model

The Miller-Orr Model is a financial framework used to manage cash flow by establishing
optimal cash balance levels, thereby minimizing costs related to cash shortages and
excess cash holdings (Bafios-Caballero, Garcia-Teruel, & Martinez-Solano, 2018).
Developed by Miller and Orr (1966), the model helps organizations determine upper and
lower control limits for cash reserves. In supermarkets, effective cash management is
crucial to operational performance, as it ensures that cash flow is maintained at optimal

levels to support daily operations without incurring unnecessary costs.

In the supermarket context, cash flows fluctuate due to seasonal changes, promotions,
and unexpected expenses. Applying the Miller-Orr Model allows supermarkets to
maintain adequate liquidity while minimizing the opportunity costs associated with

holding excess cash. By setting control limits on cash balances, supermarkets can ensure
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that sufficient funds are available to meet operational needs without retaining excessive
cash that could otherwise be invested (Yao, Chen, & Lu, 2006). Furthermore, Cash
Handling Procedures play a moderating role, ensuring that cash management activities
align with internal control objectives and improve operational performance. The Miller-
Orr Model’s application to supermarket cash flow management ensures that operational
decisions are informed by optimal cash balance levels, improving operational efficiency

and minimizing inefficiencies.

2.2.4 Institutional Theory of Organizations

Institutional Theory posits that organizational behavior is heavily influenced by
institutional norms, societal expectations, and regulatory pressures. Meyer and Rowan
(1977) emphasized that organizations adopt practices deemed socially acceptable and
legitimate to gain external legitimacy and ensure their survival. In the context of
supermarkets, external institutional pressures such as industry standards, regulatory
requirements, and consumer expectations shape the internal control practices

implemented by these organizations.

DiMaggio and Powell (1983) extended this theory, introducing the concept of
isomorphism, which refers to organizations adopting practices based on the behavior of
successful peers in the industry. Supermarkets, influenced by industry norms and
regulatory pressures, may adopt widely accepted internal control measures like Inventory

Management Controls and Segregation of Duties to align with best practices in the
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industry. These practices help reduce operational risks, improve transparency, and

contribute to operational efficiency.

By applying Institutional Theory to internal controls, supermarkets may adopt best
practices in response to institutional pressures. This conformity enhances operational
legitimacy, ensuring alignment with societal expectations and regulatory requirements,
which in turn improves operational performance. Through these practices, supermarkets
can build stronger reputations, reduce risks, and enhance operational outcomes, leading to

long-term sustainability.

2.3 Empirical Literature

In the conducted research, the focus centered on examining empirical investigations
carried out both within the local and global context concerning internal control activities
and their impact on operational performance. Concurrently, the analysis uncovered areas

where further research is needed, revealing gaps in the existing body of knowledge.

2.3.1 Segregation of Duties (SoD) and Operational Performance

Segregation of duties (SoD) is an essential component of internal control mechanisms
aimed at reducing the risk of fraud, errors, and mismanagement within an organization.
SoD involves dividing key responsibilities and tasks such as authorizing transactions,
recording transactions, and managing assets among multiple individuals to prevent any
single person from having control over all aspects of a financial or operational process

(Ahmed & Nizam, 2021). This distribution of tasks not only enhances accountability but
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also strengthens the oversight mechanisms within an organization, leading to improved

operational performance.

Recent studies on internal control practices emphasize the importance of SoD in
enhancing operational performance, particularly in sectors like retail and supermarkets.
For instance, a study by Ochieng and Oyugi (2020) examined the impact of SoD on
operational performance in Kenyan supermarkets and found that segregating duties
among staff members significantly improved operational efficiency. The research
highlighted that when key operational functions, such as inventory management, payment
authorizations, and recordkeeping, are divided among different employees, the risk of
fraud and operational inefficiencies is considerably minimized. This is particularly
important in retail environments, where large volumes of transactions are conducted
daily, making them vulnerable to mismanagement without proper controls (Ochieng &

Oyugi, 2020).

In line with this, Njiru and Ndungu (2022) studied the effect of internal control systems,
including SoD, on operational performance in small and medium-sized enterprises
(SMEs) in Kenya. The study found that organizations that implemented effective
segregation of duties reported fewer operational disruptions and improved decision-
making. By ensuring that no single employee holds responsibility for both authorizing
and executing transactions, the likelihood of errors and fraudulent activities is
significantly reduced, leading to smoother operational processes and better performance

outcomes (Njiru & Ndungu, 2022).
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Further, a study by Zeng and Li (2021) focused on the retail sector in China and
concluded that segregating duties improved not only the accuracy of financial reporting
but also operational performance. The research revealed that when companies
implemented robust SoD policies, the overall efficiency of business operations was
enhanced due to increased accountability and transparency. In this context, SoD was seen
as a crucial element that allowed organizations to optimize their operations by reducing
the potential for errors and fraud, which directly contributed to the operational success of

these businesses (Zeng & Li, 2021).

2.3.2 Inventory Management Controls and Operational Performance

Inventory management controls are a critical element of internal control frameworks that
directly impact the operational performance of supermarket chains. These controls
encompass strategies and procedures designed to safeguard inventory, manage stock
levels, and prevent losses, all of which influence the efficiency and cost-effectiveness of
supermarket operations. Proper inventory management ensures the smooth flow of goods,
reduces stockouts, and minimizes overstocking, which can lead to financial inefficiencies
(Aminu et al., 2021). As such, the implementation of effective inventory controls plays a
pivotal role in enhancing operational performance, particularly in sectors like retail,

where managing a diverse range of products is essential.

Research consistently supports the significant impact of inventory management controls
on operational performance. For instance, a study by Mureithi and Ogutu (2021) focused

on Kenyan supermarket chains and highlighted that robust inventory control, such as
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regular stock audits, proper stock rotation, and inventory tracking systems, significantly
improved operational performance. The study emphasized that supermarkets that
maintained tight control over inventory levels experienced fewer stockouts, reduced
spoilage, and achieved optimal stock turnover, which directly contributed to operational

efficiency (Mureithi & Ogutu, 2021).

Furthermore, a study by Kamau et al. (2022) explored the relationship between inventory
management controls and operational performance in the retail sector in East Africa. The
study found that supermarkets with well-established inventory controls, including the use
of automated inventory systems and barcode scanning, reported better accuracy in stock
levels and timelier reordering of goods. These improvements in inventory management
led to enhanced customer satisfaction reduced operational delays, and lower operational
costs (Kamau et al., 2022). The study highlighted that effective inventory management
reduces the risks associated with overstocking and stock outs, which in turn positively
impacts operational performance by ensuring that products are always available when

customers demand them.

In a more global context, Liu and Zhang (2021) investigated the role of inventory
management controls in operational performance in supermarkets in China. Their
research demonstrated that integrating advanced technologies, such as RFID (Radio
Frequency Identification) and real-time inventory tracking significantly enhanced
operational efficiency. These technologies enabled supermarkets to minimize human
errors, improve stock visibility, and reduce shrinkage, ultimately leading to improved

operational performance and cost savings (Liu & Zhang, 2021). The study underlined the
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importance of using modern tools and techniques in inventory management to optimize

operational performance.

2.3.3 Authorization & Approval of Transactions and Operational Performance

Authorization and approval of transactions are integral components of internal control
mechanisms that influence operational performance within organizations. This process
ensures that financial transactions are carefully scrutinized and approved by authorized
personnel before execution, safeguarding the organization from unauthorized activities
and errors. The effective management of this process helps maintain transparency,
ensures compliance with organizational policies, and enhances the overall operational
efficiency of an organization (Muraleetharan, 2022). According to agency theory, the
authorization and approval process mitigates the risk of agents (employees or managers)
prioritizing their interests over those of the owners or shareholders, thereby aligning

actions with organizational goals (Jensen & Meckling, 1976).

In a study by Ngari (2017) focusing on Microfinance Institutions (MFIs) in Kenya, the
relationship between internal control mechanisms and financial performance was
examined, revealing key insights. The research emphasized that the authorization and
approval processes play a critical role in enhancing the operational performance of MFIs.
Ngari found that effective transaction authorization positively influences the operational
efficiency of these institutions, as it ensures that transactions are valid, properly recorded,
and aligned with financial regulations. The study also highlighted the importance of

limiting the number of personnel authorized to approve transactions, suggesting that a
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more restrictive approval process enhances control over financial outcomes. Furthermore,
Ngari emphasized the importance of training staff to understand and follow authorization

procedures and the role of policy manuals in supporting these efforts (Ngari, 2017).

Mwakimasinde, Odhiambo, and Byaruhanga (2020) explored the impact of managerial
oversight mechanisms on the economic performance of sugarcane outgrower companies.
Their study demonstrated that authorization and approval processes, particularly those
involving stock audits, are essential for ensuring that transactions and inventory are
accurately managed. The authors found a strong positive relationship between effective
oversight, including transaction approval, and operational performance. Specifically, the
study revealed that stock audits, which ensure that recorded inventory matches physical
stock, are crucial for improving financial transparency and reducing errors. The findings
suggest that consistent stock audits contribute significantly to operational success, as they
directly impact the accuracy of financial records and resource utilization (Mwakimasinde

et al., 2020).

Wambua et al. (2019) also examined the role of inventory management systems and
stock audits in enhancing financial outcomes. Their study, focused on Seventh-day
Adventist (SDA) institutions, found a significant correlation between effective inventory
systems especially those involving strict authorization and approval processes and
improved operational performance. The authors noted that consistent stock audits, as part
of these systems, helped ensure the proper recording of all transactions, reducing
discrepancies between physical inventory and recorded stock. Such practices not only

improved financial performance but also reinforced the integrity and accuracy of
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inventory management systems, fostering greater operational efficiency (Wambua et al.,

2019).

2.3.4 Monitoring Activities and Operational Performance

Monitoring activities involve ongoing oversight and evaluation of organizational
processes, transactions, and operations to ensure alignment with established objectives,
policies, and standards. These activities are critical for detecting inefficiencies, mitigating
operational risks, and enhancing overall organizational performance (Ezzamel et al.,
2020). Effective monitoring can provide early warning signals for potential disruptions,
thereby improving operational efficiency and safeguarding organizational goals

(Fitzgerald & Harris, 2021).

In a study by Amoh (2020), which investigated the impact of internal audits on
operational performance among firms listed on the Nairobi Securities Exchange (NSE), it
was found that continuous monitoring of operations significantly contributes to
identifying irregularities or inefficiencies. Early detection of such issues allows firms to
correct operational discrepancies promptly, preventing negative impacts on performance.
Amoh emphasized that robust monitoring processes are vital for maintaining operational

stability and ensuring compliance with operational goals (Amoh, 2020).

Kinyua (2021) explored the relationship between internal control systems and operational
performance among NSE-listed companies. His findings revealed that effective
monitoring activities enable organizations to assess and manage risks, such as market

volatility, supply chain disruptions, and compliance failures. By proactively addressing
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these risks, companies can mitigate their effects on operations, which in turn improves
operational performance. Kinyua concluded that internal control systems, particularly

monitoring, are essential for sustaining efficient operations (Kinyua, 2021).

Muhunyo and Jagongo (2020) examined the influence of internal control activities on
operational performance within public institutions. The study highlighted that monitoring
mechanisms, such as risk assessments and audits, directly impact operational outcomes.
Institutions with well-established monitoring systems were found to respond quickly to
operational challenges, thus ensuring the smooth execution of their operations. This
capacity to address operational inefficiencies swiftly was shown to enhance performance

(Muhunyo & Jagongo, 2020).

Burby and Maina (2021) focused on monitoring activities related to regulatory
compliance in supermarkets and their impact on operational performance. Their study
demonstrated that effective monitoring helps organizations identify and address risks
related to regulatory compliance, market shifts, and supply chain disruptions. By
continuously evaluating operations, businesses can prevent inefficiencies and improve
their operational performance. The study emphasized that maintaining a proactive
approach to monitoring is critical for sustaining operational effectiveness in a competitive

environment (Burby & Maina, 2021).

Schwartz (2021) contributed to the discussion by examining the role of external and
internal audits in ensuring compliance and operational performance. The study

underscored that regular audits, driven by both internal and external bodies, are essential
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for maintaining legal and regulatory compliance, which directly affects operational
performance. Schwartz’s research further highlighted the importance of ensuring that
organizations adhere to internal policies and external regulations, which contributes to

smooth operations and organizational success (Schwartz, 2021).

2.3.5 The Moderating Effect of Cash Management

Cash management is essential for maintaining financial integrity and operational
efficiency within retail operations. Effective cash management involves overseeing cash
resources to optimize liquidity, minimize risks, and ensure the smooth functioning of
financial operations. Proper management of cash flow can significantly impact
operational efficiency, reduce financial discrepancies, and prevent fraud and theft
(Scholz, 2021). The key objective of cash management is to ensure that sufficient cash is
available to meet obligations while maximizing the use of available resources through

strategic planning (Zainudin et al., 2021).

In the retail industry, especially in developing markets like Africa, cash dependency
remains high. This is evident in the study by Kargi and Zakariya (2022), which examined
cash management practices in Nigerian retail firms. The research showed that while cash
transactions are prevalent, particularly in Kenya, managing large volumes of cash
increases the risk of theft, errors, and fraud. The study emphasizes the need for stringent

cash management strategies to mitigate such risks.

Accurate forecasting of cash flows is crucial for managing liquidity and minimizing risks

associated with cash transactions. Dhar (2020) highlighted the importance of developing
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accurate cash flow forecasts to ensure that sufficient funds are available to meet short-
term obligations and facilitate long-term planning. Retail businesses, such as
supermarkets, often experience cash flow peaks during weekends, holidays, and special
events, making it essential to train employees to manage these high-traffic periods

effectively.

Zainudin et al. (2020) explored the moderating effect of liquidity on the relationship
between cash management and financial performance in Malaysian retail establishments.
Their study revealed that ineffective cash management could lead to higher risks of
internal and external theft. It was recommended that retail businesses invest in security
technology, such as surveillance cameras and alarm systems, to secure cash management

operations and reduce theft-related losses.

Hassan et al. (2021) analyzed capital adequacy as a moderating factor between asset
growth and performance in Nigerian agricultural firms. They emphasized that
maintaining an adequate cash float at checkout counters is critical for customer
convenience and operational efficiency. The study also recommended the use of point-of-
sale systems and cash management software to streamline operations and reduce human

error in cash transactions.

Njeru, Member, and Tirimba (2021) examined the effect of cash management on
financial performance in Mount Kenya’s deposit-taking SACCOs. Their findings
suggested that sustainable cash flow can be built through forecasting and establishing

lines of credit with banks. This approach helps businesses manage daily operations
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effectively while minimizing the cash required for growth. Their research supports the

idea that robust cash management strategies can drive financial sustainability.

Wesonga (2020) underscored the importance of training retail employees in effective
cash management and security measures. The study found that regular employee training
on cash management protocols significantly reduces errors and minimizes the risk of
fraud. Wesonga advocated for continuous professional development programs to enhance

the accuracy and security of cash transactions.
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2.4 Summary of Literature Review and Research Gap

The following table provides a comprehensive overview of the literature reviewed, summarizing key findings and identifying research

gaps within the existing body of knowledge.

Table 2.1 Summary of Literature Review and Research Gap

Theme Authors Title of Study Methodology Findings Research Gap
Segregation of | Ahmed & Not specified in Literature SoD reduces risks of Need for context-
Duties (SoD) Nizam (2021) summary review fraud, errors, and specific studies in the

mismanagement while
enhancing accountability
and operational

performance.

Kenyan supermarket
chains sector to validate

generalized insights.

Ochieng &
Oyugi (2020)

Impact of SoD on
operational
performance in
Kenyan

supermarkets

Survey design;
Kenyan

supermarkets

SoD significantly
improves operational
efficiency by minimizing
fraud and operational

inefficiencies.

Limited focus on diverse
supermarket sizes and

locations in Kenya.

Njiru & Ndungu
(2022)

Effect of internal

control systems,

Mixed methods;
SMEs in Kenya

Effective SoD reduces

operational disruptions,

Insufficient emphasis on

large-scale operations
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including SoD, on
operational

performance in

errors, and fraudulent
activities, enhancing

decision-making and

like supermarket chains.

SMEs in Kenya performance.
Zeng & Li Segregation of Quantitative Robust SoD enhances Lack of African/Kenyan-
(2021) Duties and Retail analysis; operational efficiency, specific context to assess
Performance in Chinese retail accountability, and cultural and operational
China sector accuracy in financial nuances.
reporting.
Inventory Aminu et al. Not specified in Literature Inventory controls Generalized findings
Management (2021) summary review safeguard resources and lacking focus on Kenyan
Controls reduce inefficiencies, retail context.
improving operational
performance.
Mureithi & Inventory controls Case study; Proper inventory controls | Lack of focus on
Ogutu (2021) and operational Kenyan improve stock turnover, technology-driven
performance in supermarkets reduce spoilage, and inventory solutions in

Kenyan

supermarkets

minimize stockouts.

Kenyan supermarkets.
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Kamau et al. Relationship Mixed methods; | Automated inventory Need for deeper

(2022) between inventory East African systems enhance exploration of barriers to
management retail sector accuracy, reduce delays, adopting automated
controls and and improve customer systems in Kenya.
operational satisfaction.
performance in East
Africa

Liu & Zhang Role of inventory Quantitative Advanced technologies Relevance to Kenyan

(2021) management analysis; like RFID improve stock | supermarkets, where

controls in Chinese
supermarkets

Chinese retail
sector

visibility, reduce
shrinkage, and enhance

operational efficiency.

cash dependency and
technological adoption

rates differ.

Authorization

& Approval

Ngari (2017)

Internal control
mechanisms and
financial
performance in

Kenyan MFls

Survey design;

Kenyan MFIs

Effective transaction
authorization improves
operational efficiency and

financial transparency.

Insights focused on
financial institutions, not

retail environments.

Mwakimasinde
et al. (2020)

Managerial
oversight and

Survey and case
study

Stock audits and

transaction approval

Lack of focus on high-

transaction sectors like

38




economic
performance in
sugarcane outgrower

companies

processes reduce errors
and enhance operational

transparency.

supermarkets.

Wambua et al.
(2019)

Inventory systems
and financial
outcomes in SDA

institutions

Mixed methods;
SDA institutions

Strict authorization
processes improve
inventory accuracy and

operational efficiency.

Limited to non-
commercial entities;
need adaptation for retail

contexts.

Monitoring

Activities

Amoh (2020)

Internal audits and
operational
performance among
NSE-listed firms

Quantitative
analysis; NSE-
listed firms

Continuous monitoring
identifies inefficiencies
and ensures operational

stability.

Lack of retail-specific
monitoring challenges

and strategies in Kenya.

Kinyua (2021)

Internal control
systems and
operational
performance in
NSE-listed

companies

Quantitative
analysis; NSE-
listed companies

Monitoring activities
mitigate risks, improve
compliance, and sustain

operational efficiency.

Need for focus on
operational complexities

unique to supermarkets.

Muhunyo &

Internal control

Mixed methods;

Monitoring activities, like

Limited application to
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Jagongo (2020)

activities and
operational
performance in

public institutions

public

institutions

risk assessments, ensure
quick responses to
inefficiencies, enhancing

performance.

private and high-
transaction environments

like retail.

Burby & Maina | Monitoring Mixed methods; | Monitoring prevents Further exploration
(2021) regulatory Kenyan inefficiencies and needed on monitoring
compliance and supermarkets improves performance in | specific to different
operational competitive retail supermarket scales in
performance in environments. Kenya.
supermarkets
Cash Scholz (2021) Not specified in Literature Proper cash management | Need for a Kenyan
Management summary review optimizes liquidity and supermarket-specific

reduces risks of fraud and

errors.

context to explore cash

dependency issues.

Kargi &
Zakariya (2022)

Cash handling
procedures in

Nigerian retail firms

Mixed methods;
Nigerian retail

sector

Strict cash handling
protocols reduce risks of
theft, fraud, and financial

discrepancies.

Adaptation needed for
Kenya's retail landscape
with high cash
dependency.

Source: Author, (2025)
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2.5 Conceptual Framework

The conceptual framework presented in Figure 2.1 serves as a visual representation that
synthesizes key theoretical concepts and relationships identified in the literature review,
providing a structured framework for the subsequent analysis and discussion in this
study.

Figure 2.1: Conceptual Framework

Independent Variables Dependent Variable
Inventory Manager_nent Controls L HO; —»
= Inventory Tracking
= Stock Level Reviews
= Storage Procedures
= Periodic Audits
Segregation of Duties :
» Rotation of Duties Operational Performance
= Task Allocation HO. = Efficiency Standards
= Approval Authority o > = Resource Utilization
= Supervisory Roles ¥ 7 . S(_ervic_e Quality
HOs = Timeliness of Processes
Authorization & Approvals
= Approval Policies
= Documentation Standards —HOs Cash Management
" Levels of Authorization = Cash Flow Records & Cash Handling
= Verification Procedures Efficiency
= Reconciliation Practices
Monitoring Activities = Handling Security
" Perfgrmance Reviews L HO, = Access Restrictions
= Audit Systems
= Feedback Mechanisms
= Use of Technology/IT Systems
Monitoring

Source: Author, (2025)

The presented conceptual framework illustrates, in diagrammatic form, the relationship
between the research variables. The study delineated specific internal control activities
unique to supermarket chains, as demonstrated in Figure 2.1. It aimed to ascertain their

impact on operational performance, considering the interacting influence of cash
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handling procedures. The dependent variable in the study is the operational performance

of selected supermarket chains in Kenya.
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction

This chapter outlines the research design, methodology, and procedures employed in the
study. It details the research philosophy, data collection techniques, and analytical
methods used to examine the relationship between internal control activities and the

operational performance of supermarket chains in Kenya.

3.2 Research Philosophy

This study adopted a positivist research philosophy to examine the relationship between
internal control activities and operational performance in supermarket chains. Positivism
is founded on the principle that reality is objective and can be systematically observed
and measured through empirical investigation (Bell et al., 2022). This approach was
appropriate as it facilitated the use of structured methodologies to establish causal
relationships between segregation of duties, inventory management controls,
authorization and approval procedures, and monitoring activities and their effect on

operational performance.

Positivism emphasizes quantifiable data, statistical analysis, and objective reasoning to
derive generalizable conclusions (Saunders et al., 2019). By adopting this approach, the
study systematically assessed how internal control mechanisms influence operational
efficiency, resource utilization, service quality, and process timeliness in supermarket
chains. Additionally, it evaluated the moderating role of cash management in this

relationship.
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The positivist approach enabled the formulation of clear hypotheses, objective
measurements, and structured data collection methods. Through this methodology, the
study sought to generate reliable and valid findings that contribute to enhancing internal

control practices and improving operational performance in Kenya’s retail sector.

3.3 Research Design

The research design serves as a blueprint for systematically collecting, measuring, and
analyzing data. It involves the pre-determined selection of appropriate methods for data
acquisition and analysis (Saunders et al., 2019). This study employed a cross-sectional
research design, which entails collecting data from multiple variables at a single point in

time, often through surveys, questionnaires, or structured observations (Bell et al., 2022).

A cross-sectional research design was particularly suitable for this study’s quantitative
methodology, as it enabled the simultaneous examination of multiple internal control
activities segregation of duties, inventory management controls, authorization and
approval procedures, and monitoring activities and their effect on operational
performance in supermarket chains. This approach facilitated an analysis of the direction,
extent, and intensity of relationships among these variables. Additionally, Likert and
ratio scales were used to measure constructs, ensuring a systematic and objective
assessment of the moderating role of cash management in this relationship. By
employing this design, the study provided a comprehensive and structured analysis of
how internal control activities influence operational efficiency, resource utilization,

service quality, and process timeliness within Kenya’s retail sector.
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3.4 Target Population

The target population refers to the entire group of individuals or entities that a researcher
intends to study and from which they intend to draw conclusions (Creswell & Poth,
2018). In this study, the target population consisted of 39 supermarket chains operating
in Kenya, identified through the Yellow Pages directory (Appendix 1V). These
supermarkets represent the units of analysis, as the study sought to examine the
relationship between internal control activities and operational performance specifically

at the supermarket chain level.

The decision to focus on supermarkets as the unit of analysis stems from the fact that
internal control mechanisms are implemented at the organizational level and operational
performance is measured at this same level (Mihaila et al., 2021). Thus, aggregating
responses from key management personnel within each supermarket's head office was
necessary to obtain a holistic view of how internal controls influence operational

outcomes.

For each of the 39 supermarkets, data was collected from three key managerial roles: the
finance and accounts manager, human resources manager, and operations manager.
These individuals were selected due to their direct involvement in the formulation and
implementation of internal control activities and their responsibility for operational
performance within their respective supermarkets (Kraus et al., 2019). Collecting data
from these three managerial roles provides a comprehensive perspective on the internal

control environment and its impact on operations.

The data collected from these three respondents was aggregated at the supermarket level,

ensuring that the analysis captures the influence of internal control activities across the
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entire organization rather than focusing on individual responses. Therefore, although the
total number of respondents will be 117 (3 respondents per supermarket x 39
supermarkets), the target population for analysis consisted of the 39 supermarkets, each

represented by a set of aggregated data from the three respondents.

Table 3.1: Target Population

Department Heads per Department Target Population
Finance & Accounts 1 39
Human Resources 1 39
Operations Management 1 39
Total 3 117

Source: Yellow Pages Directory, 2022; Author, 2024

3.5 Sampling Technique and Sample Size Determination

Sampling technique refers to the methods employed by researchers to select a
representative sample from a target population. In this study, a judgmental (or purposive)
sampling technique was adopted. This technique is particularly appropriate when
researchers seek to select participants who possess specific knowledge or insights
pertinent to the study (Palinkas et al., 2015). Given that the study aimed to understand
the role of internal control activities on operational performance in supermarkets, it was
essential to choose respondents who hold managerial positions within key departments

that oversee and implement these controls.

The rationale behind using judgmental sampling is based on the need for in-depth
insights into internal control practices and operational performance, which are best

provided by managers who directly oversee these functions. Specifically, the study
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targeted three key managerial positions within the supermarkets: the finance and
accounts manager, human resources manager, and operations manager. These roles were
selected because these individuals are in charge of financial decision-making, human
resources, and operational processes, all of which are integral to the internal control

activities being studied (Mihaila et al., 2021).

While judgmental sampling is non-random and may introduce selection bias, its
advantages lie in its ability to ensure that the participants are experts or knowledgeable
individuals in the subject matter (Flick, 2020). Additionally, the technique allowed for
more efficient data collection from individuals who are directly responsible for the

internal control processes and operational outcomes in their supermarkets.

For the sample size determination, the study collected data from 3 individuals per
supermarket one from each of the targeted managerial roles resulting in a total of 117
respondents (3 respondents per supermarket x 39 supermarkets). However, the data used
for regression analysis was aggregated at the supermarket level. Each of the 39
supermarkets was therefore represent a single data point in the regression model, with
the aggregate responses from the finance, human resources, and operations managers at

each supermarket forming the basis for the analysis.

This aggregation was necessary because the research aims to explore the relationship
between internal control activities (such as segregation of duties, inventory management
controls, authorization procedures, and monitoring activities) and operational
performance at the supermarket level, rather than at the individual respondent level
(Saunders et al., 2019). Therefore, while the sample consists of 117 individual

respondents, the analysis treated the sample as consisting of 39 supermarkets for
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regression purposes, ensuring that the data reflects the supermarket chains' internal

control activities and operational performance as a whole.

3.6 Data Analysis Model and Presentation

To analyze the collected questionnaire data, IBM Statistical Package for the Social
Sciences (SPSS) was employed. The study utilized both descriptive and inferential
statistics to analyze the data gathered from the selected participants. Descriptive statistics
encompassed techniques that summarized and organized data without manipulating
relationships, providing a comprehensive depiction of the dataset (Saunders et al., 2019).
This approach facilitated a clear understanding of the distribution, central tendencies, and

variability of the collected data.

Conversely, inferential statistics were employed to draw conclusions about the larger
population from which the sample was drawn. Correlation analysis was conducted to
determine the direction, strength, and significance of relationships between internal
control activities and operational performance. Additionally, regression analysis was
utilized to quantify the extent to which changes in independent variables influenced the
dependent variable. Given the presence of multiple interacting factors affecting
variations in causal relationships, hierarchical regression analysis was employed (Field,

2018).

Furthermore, the study explored the moderating effect of cash management on the
relationship between internal control activities and the operational performance of
supermarket chains in Kenya. This investigation was structured using the following

analytical models:
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Function 1: Relationship between Internal Control Activities and Operational

Performance

Aligned with the conceptual framework, operational performance (OP) was
conceptualized as being influenced by multiple internal control activities, including
Segregation of Duties (SD), Inventory Management Controls (IMC), Authorization &
Approval Procedures (AAP), and Monitoring Activities (MA). To facilitate
comprehensive analysis, multiple hierarchical regression analysis was employed to
estimate the beta coefficients associated with operational performance in relation to these

independent variables. The analytical model was specified as follows:

Model 1: Hierarchical Regression Analysis

Operational Performance (OP) = Bo + P1 (Inventory Management Controls, IMC) + B2
(Authorization & Approval, AA) + Bz (Segregation of Duties, SD) + B4 (Monitoring

Activities, MA) + ¢

Where:

= Dependent Variable: Operational Performance (OP)

= Independent Variables: Segregation of Duties (SD), Inventory Management
Controls (IMC), Authorization & Approval Procedures (AAP), Monitoring Activities
(MA)

= ¢isthe error term capturing unexplained variations.

Function 2: Moderating Effect of Cash Management

As explained by Hayes (2022), the impact of an independent variable (X) on a dependent

variable (Y) can be altered by the presence of a moderating variable (M). This alteration
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may manifest as changes in magnitude, direction, or strength of the impact of X on Y
depending on varying levels of M. The interaction effect between X and M determines
whether moderation is present and to what extent (Aguinis, 2019). This relationship can

be formally represented by the following equation:

Model 2 - Moderation Effect

Y=B0+B1X+B2M+B3(X*M)+8

Where:

= Independent Variables (X): Segregation of Duties (SD), Inventory Management
Controls (IMC), Authorization & Approval Procedures (AAP), Monitoring Activities
(MA).

= Moderating Variable (M): Cash Management (CM).

= Dependent Variable (Y): Operational Performance (OP).

= The interaction terms capture the joint influence of internal control activities and

cash management on operational performance.

3.6.1 Diagnostic Tests

To ensure the validity and reliability of the regression analysis, a series of diagnostic
tests were conducted to assess whether the fundamental assumptions of Ordinary Least
Squares (OLS) regression were met. These tests were critical for establishing the
appropriateness of using multiple regression analysis to examine the relationships
between internal control activities and operational performance in supermarket chains in

Kenya. The diagnostic tests included the Kruskal-Wallis test, Spearman’s Rank
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Correlation, and Kendall’s Tau tests, which were employed to evaluate key assumptions

such as normality, linearity, homoscedasticity, and independence of observations.

3.6.1.1 Test for Normality

Normality is a critical assumption in OLS regression, as it ensures that the residuals are
normally distributed, which is essential for valid hypothesis testing and confidence
interval estimation. However, since the data in this study were collected using Likert
scales (ordinal data), traditional parametric tests for normality, such as the Shapiro-Wilk
test, were not applicable. Instead, the Kruskal-Wallis test was used to indirectly assess
normality by examining the distribution of internal control activity variables (AA, IMC,

SD, MA, and M) across categories of operational performance (OP).

The results of the Kruskal-Wallis test, as shown in Table 4.12, indicated that the
distributions of these variables were consistent across OP categories (p > 0.05 for all
variables). This suggested that the data did not exhibit extreme skewness or outlier-
driven distortions, indirectly supporting the assumption of normality of residuals. While
the Kruskal-Wallis test does not directly test for normality, the absence of significant
distributional differences provided confidence that the data were suitable for regression

analysis.

3.6.1.2 Linearity Tests

Linearity is another fundamental assumption of OLS regression, which requires that the
relationship between the independent variables and the dependent variable is linear. To
assess this assumption, Spearman’s Rank Correlation and Kendall’s Tau tests were

conducted. These non-parametric tests are robust to non-linearity and are suitable for
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ordinal data, making them ideal for evaluating monotonic relationships between

variables.

The results, presented in Table 4.13, revealed significant positive correlations between
operational performance (OP) and key internal control activities. For instance, inventory
management controls (IMC) and segregation of duties (SD) showed strong positive
associations with OP (Kendall’s tau = 0.463, p < 0.001; Spearman’s rho = 0.541, p <
0.001 for IMC; Kendall’s tau = 0.475, p < 0.001; Spearman’s rho = 0.577, p < 0.001 for
SD). These findings confirmed the presence of monotonic relationships, which are a
subset of linear relationships. The consistent directional relationships between the
predictors and the outcome variable supported the assumption of linearity, justifying the

use of OLS regression.

3.6.1.3 Homoscedasticity Tests

Homoscedasticity refers to the assumption that the variance of residuals is constant
across all levels of the independent variables. Violations of this assumption can lead to
inefficient estimates and biased standard errors. To test for homoscedasticity,
the Kruskal-Wallis test was employed to evaluate whether the distributions of internal
control activity variables (AA, IMC, SD, MA, and M) were consistent across categories

of operational performance (OP).

The results, as shown in Table 4.12, indicated that all p-values exceeded the 0.05
significance threshold, leading to the retention of the null hypothesis for each variable.
This suggested that the variances of the internal control activity variables were consistent
across OP categories, supporting the assumption of homoscedasticity. The absence of

significant distributional differences confirmed that the variability of errors remained
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constant across all levels of the independent variables, reinforcing the efficiency of OLS

estimates.

3.6.1.4 Independence of Observations

The assumption of independence of observations requires that the residuals are not
correlated with each other. While the Kruskal-Wallis test does not directly test for
independence, the absence of significant distributional differences across OP categories
suggested that the data points were not unduly clustered within specific groups. This

provided indirect evidence that the observations were independent.

However, to further validate this assumption, additional diagnostic tools such as
the Durbin-Watson statistic could have been employed to rule out potential
autocorrelation or clustering effects. Despite this limitation, the results of the Kruskal-
Wallis test provided reasonable confidence that the independence assumption was not

severely violated.

3.6.1.5 Goodness-of-Fit Tests

Goodness-of-fit tests are used to evaluate how well the regression model fits the
observed data. While the Kruskal-Wallis test and correlation analyses provided
preliminary insights into the relationships between variables, the overall goodness-of-fit
of the regression model was assessed using the R-squared value and F-statistic in the
regression analysis. These metrics, discussed in Section 4.5, indicated that the model
explained a significant proportion of the variance in operational performance, confirming

its adequacy.
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3.7 Operationalization and Measurement of Study Variables

In the pursuit of a comprehensive research endeavor, the operationalization and precise
measurement of study variables stand as crucial foundational steps. These aspects define
the transformation of abstract concepts into quantifiable, observable indicators, enabling
systematic data collection and rigorous analysis. The operationalization and
measurement of study variables establish the methodological framework through which
the intricate relationships within the research domain are explored, shedding light on the
multifaceted dynamics that underlie the study's objectives as shown in table Table 3.3

Operationalization and measurement of study variables.

Table 3.3 Operationalization and measurement of study variables

Variable Type Operationalization Measurement
Scale
Internal Control  Variables Parameters Likert (1to5)
Activities
Xi: Inventory (IMC) = Inventory Tracking Ordinal
Management = Stock Level Reviews measurement
Controls = Storage Procedures scale
= Periodic Audits
Xaz: Segregation (SD) = Rotation of Duties Ordinal
of Duties = Task Allocation measurement
= Approval Authority scale
= Supervisory Roles
Xs:Authorization (AA) = Approval Policies Ordinal
& Approvals = Documentation Standards measurement
= Levels of Authorization scale
= Verification Procedures
X4: Monitoring (MA) = Performance Reviews Ordinal
Activities = Audit Systems measurement
= Feedback Mechanisms scale
= Use of Technology/IT Systems
Monitoring
M: Cash Moderating = Cash Flow Records & Cash Ordinal
Management Variable (M) Handling Efficiency measurement
= Reconciliation Practices scale

Handling Security
Access Restrictions
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Y:Operational Dependent = Efficiency Standards Ordinal
Performance Variable (OP) = Resource Utilization measurement
= Service Quality scale

Timeliness of Processes

Source: Author, (2025)

3.8 Data Collection Instrument

A data collection instrument is a systematically structured tool designed to capture
relevant information from respondents in a precise and standardized manner (Saunders et
al., 2019). In this study, the data collection instrument consisted of a structured
questionnaire and a data extraction form, each tailored to gather information on key
financial performance metrics and cash management practices. The questionnaire
comprised closed-ended questions, which provided respondents with predefined answer
choices, ensuring consistency and ease of analysis (Bell et al., 2022).

The structured questionnaire utilized a five-point Likert scale, which is widely employed
in quantitative research to measure attitudes, perceptions, and experiences systematically
(Joshi et al., 2019). This Likert-type scale allowed respondents to express the extent of
their agreement or disagreement with specific statements, ranging from strongly disagree
(1) to strongly agree (5). The structured nature of these questions minimized response
bias while enabling robust statistical analysis (Bryman, 2021).

Additionally, the Likert scale was implemented using an item analysis approach, wherein
individual items were evaluated based on the variance in responses between high and
low scorers (Zikmund et al., 2020). This method enhanced the instrument’s reliability by
ensuring that the questions effectively captured variations in respondent perspectives. By
structuring the instrument in this manner, the study aimed to improve response accuracy

while facilitating meaningful interpretation of the data.
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3.9 Data Collection Procedure

Data refers to systematically gathered facts, opinions, and statistics recorded for
reference and analysis (Saunders et al., 2019). Broadly, data can be classified into
primary and secondary categories. This study utilized a mixed-data approach,
incorporating primary data, collected through a structured questionnaire. The primary
data collection focused on gathering insights from 39 identified supermarket head
offices.

The data collection process commenced with obtaining the necessary research approvals.
Ethical clearance was sought from Kenyatta University through the Academic
Supervisor, followed by an official research permit from the National Commission for
Science, Technology, and Innovation (NACOSTI). Additionally, a formal introduction
letter (Appendix Il) and a research authorization letter from the graduate school were
prepared to facilitate official communication with participants.

To initiate engagement, the researcher personally contacted selected respondents to
schedule data collection appointments. During these sessions, the researcher provided a
comprehensive explanation of the study’s objectives, significance, and ethical
considerations. Informed consent was obtained through a signed informed consent form
(Appendix I11), ensuring that participation was voluntary, and respondents understood
their rights, including confidentiality and the option to withdraw at any stage (Creswell
& Creswell, 2023).

A "wait-and-assist" technique was employed during questionnaire administration,
wherein the researcher distributed the questionnaires and remained available to clarify
any ambiguities while participants completed them (Bryman, 2021). This method

minimized misinterpretation and improved response accuracy. Additionally, for
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logistical efficiency, arrangements were made to collect completed questionnaires at pre-
agreed locations and times. The data collection phase spanned four weeks, ensuring
ample time for respondents to engage with the questionnaire and submit responses.

3.10 Pilot Study

A pilot study was conducted to evaluate the clarity, comprehensibility, and reliability of
the data collection instrument before the commencement of the main study. The pilot
study was conducted at Quick Mart Supermarket in Embakasi, Nairobi County, Kenya,
involving a sample of 10 participants. According to Saunders et al. (2019), pilot testing
is essential in research as it helps identify potential issues in the questionnaire’s wording,
structure, and sequence, ensuring that the instrument is comprehensible and effective in
eliciting accurate responses.

Throughout the pilot phase, respondents were encouraged to provide feedback on any
ambiguities, difficulties in interpretation, or challenges they encountered in responding
to the questionnaire. This iterative feedback mechanism allowed the researcher to refine
the questionnaire’s structure, instructions, and language, ensuring that all items aligned
with the study's objectives and eliminated any potential misunderstandings (Bell et al.,
2022). The insights gained from the pilot study informed necessary modifications,
thereby enhancing the instrument’s reliability and validity before its deployment in the
main study.

3.10.1 Test for Validity

Validity refers to the extent to which a research instrument accurately measures the
intended constructs and ensures meaningful interpretation and application of the results
(Creswell & Creswell, 2023). To enhance the validity of the questionnaire, this study

employed both face validity and convergent and discriminant validity testing.
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Face Validity: The questionnaire was subjected to a qualitative expert review,
where the university supervisor and the researcher assessed its clarity, relevance,
and appropriateness in measuring the study’s variables. According to Bryman
(2021), expert reviews help validate whether an instrument sufficiently captures the
dimensions of the investigated concepts. The assessment confirmed that the
questionnaire items were logically structured and aligned with the study’s
objectives, thus affirming face validity.

Convergent and Discriminant Validity: Convergent validity was satisfied (as
presented in Table 4.16) as the results showed strong and significant positive
correlations between the independent variables (AA, IMC, SD) and the dependent
variable (OP). The highest correlation was observed between inventory
management controls and operational performance (r = 0.670, p < 0.001), followed
by segregation of duties and operational performance (r = .576, p < 0.001), and
authorization and approval procedures with operational performance (r = 0.438, p <
0.01). These significant positive correlations indicate that the constructs measured
what they were intended to assess, confirming convergent validity (Hair et al.,

2020).

Conversely, discriminant validity was established by observing that the correlations
between distinct independent variables were lower than their correlations with the
dependent variable. For instance, the correlation between inventory management
controls and segregation of duties (r = .446, p < 0.01) was lower than the
correlation between inventory management controls and operational performance (r
= .670, p < 0.001). Additionally, monitoring activities (MA) displayed a negative

correlation with operational performance (r = -0.399, p < 0.05), further indicating
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that the constructs were measuring different aspects of internal control (Fornell &

Larcker, 2021). Overall, the correlation patterns confirm that the instrument met

both convergent and discriminant validity criteria, ensuring its suitability for

measuring the relationship between internal control activities and operational

performance among supermarket chains in Kenya.

3.10.2 Reliability

A pilot study was conducted utilizing a focus group from Quick Matt Supermarket in the

resident constituency of Embakasi, Nairobi County, Kenya. The primary objective of this

pilot study was to ensure the clarity and comprehensibility of the questionnaire before

the main study. Throughout this pilot phase, participants were actively encouraged to

provide feedback and suggestions regarding the questionnaire's instructions, question

wording, and the sequence of questions. 10 participants were involved in the pilot study.

Table 3.4: Reliability Analysis

Case Processing Summary (Scale: ALL VARIABLES)

N %

Cases Valid 10 100.0
Excluded? 0 .0

Total 10 100.0

a. Listwise deletion based on all variables in the procedure.

Reliability Statistics

Variables Cronbach's Alpha
The tool 0.791

N of Items

74

Source: Research data, (2025)

The reliability of the research instrument was assessed using Cronbach’s alpha

coefficient, which measures internal consistency among survey items (Tavakol &

Dennick, 2011). The computed Cronbach’s alpha of 0.791 indicates a high level of
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reliability, as values above 0.70 are generally considered acceptable for social science
research (Hair et al., 2020). This suggests that the instrument used in the study was
sufficiently reliable for measuring internal control activities and operational performance
among supermarket chains in Kenya. The satisfactory reliability score supports the
internal consistency of the questionnaire, enhancing confidence in the accuracy and
stability of the collected data (Saunders et al., 2019).

3.11 Research Ethics

The data collection process was initiated only upon receiving the necessary approvals
from the Kenyatta University Graduate School to proceed with data collection.
Furthermore, ethical clearance was sought from the University Ethics Review Board, and
a research permit was acquired from the National Commission for Science, Technology,
and Innovation (NACOSTI) before initiating the data collection phase. To establish a
formal engagement with respondents, the principal investigator utilized an official
Introductory Letter (refer to Appendix 1) along with the university's research
authorization letter. This communication served as the initial point of contact.

For ensuring participant consent, respondents were requested to provide their informed
consent by signing the Informed Consent Form (see Appendix Ill). This document
outlined the study's purpose, procedures, potential risks, and their rights as participants.
Throughout the data collection process, the researcher prioritized maintaining the
confidentiality of respondent information. Moreover, the respondents' autonomy was
respected, and they had the right to decline participation or refrain from answering any

questions they were uncomfortable with.
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CHAPTER FOUR

RESEARCH FINDINGS AND DISCUSSION
4.1 Introduction
Building on the analytical framework and the reliability and diagnostic tests presented in
the previous chapter, this section systematically presents the results of the data analysis.
The findings are methodically analyzed, interpreted, and discussed in relation to the
study objectives. This chapter also explores the implications of the results, providing a
comprehensive understanding of their significance within the research context.
4.2 Response Rate
The study targeted three key managerial positions within each supermarket: finance and
accounts managers, human resources managers, and operations managers resulting in a
total of 117 expected respondents (3 per supermarket x 39 supermarkets). All 117
targeted respondents participated in the study, achieving a 100% response rate at the
individual level. However, for regression analysis, data were aggregated at the
supermarket level, treating each of the 39 supermarkets as a single data point. This
approach aligns with prior studies that emphasize the importance of firm-level
aggregation when examining organizational control mechanisms and performance
outcomes (Kihara et al., 2022). The high response rate strengthens the reliability of the
findings, minimizing non-response bias and ensuring that the results accurately reflect
the internal control activities and operational performance of supermarket chains in
Kenya. Consequently, the robust response rate enhances the generalizability of the

study’s conclusions within the retail sector.
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Table 4.01: Response Rate Summary

Category Targeted Actual Respondents Response Rate
Respondents (%)
Individual Level 117 117 100%
Supermarket Level 39 39 100%

Source: Research data, (2025)

4.3 General Information (Unit of Analysis Characteristics)

This section provides a demographic profile of the study participants, offering essential
context for interpreting the research findings. Specifically, the study targeted three key
managerial positions within the supermarkets: the finance and accounts manager, human
resources manager, and operations manager. These roles were selected due to their direct
involvement in internal control activities and their influence on operational performance.
For sample size determination, data was collected from three individuals per supermarket
one from each of the targeted managerial roles resulting in a total of 117 respondents (3
respondents per supermarket x 39 supermarkets). However, for regression analysis, the
data was aggregated at the supermarket level. Each of the 39 supermarkets was treated as
a single data point in the regression model, with the combined responses from the
finance, human resources, and operations managers forming the basis for analysis. This
aggregation approach ensures that the data reflects the supermarket chains' Internal
Control Activities and Operational Performance as a whole, rather than individual
managerial perspectives.

The rationale for this aggregation aligns with best practices in organizational research,
where firm-level analysis is employed to assess the impact of internal controls on overall
performance (Chenhall & Moers, 2015). Additionally, previous studies suggest that

integrating multiple managerial viewpoints enhances the reliability of organizational
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assessments (Nkundabanyanga et al., 2017). By adopting this approach, the study
provides a holistic understanding of internal control dynamics within supermarket
chains, allowing for more robust conclusions regarding their influence on operational
performance.

4.3.1 Size of Supermarket Chains

This section examines the size distribution of supermarket chains based on the number of
outlets. Understanding the size of these chains is crucial, as it provides context for
analyzing how internal control activities and operational performance are influenced by
the scale of operations and findings presented in Table 4.02: Size of Supermarket Chains

Table 4.02: Size of Supermarket Chains

Frequency Percent Valid Cumulative
Percent Percent
Valid 1-5 outlets 21 53.8 53.8 53.8
6-10 outlets 8 20.5 20.5 74.4
11-20 outlets 7 17.9 17.9 92.3
Over 20 outlets 3 7.7 7.7 100.0
Total 39 100.0 100.0

Source: Research data, (2025)

The study examined the distribution of supermarket chains based on the number of
outlets to provide context for analyzing internal control activities and operational
performance. The findings reveal that the majority of surveyed supermarkets (53.8%)
operate with between one and five outlets, indicating the predominance of small-scale
chains in the sector. Supermarkets with six to ten outlets account for 20.5%, while those
with eleven to twenty outlets make up 17.9%. Notably, only 7.7% of the supermarket
chains have over twenty outlets, underscoring the limited presence of large-scale players

within the study sample.
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These results reflect a critical aspect of the Kenyan retail sector, where small to medium-
sized supermarket chains dominate the landscape. Small-scale supermarkets often face
distinct challenges in managing internal controls effectively due to resource constraints
and a lack of sophisticated systems (Mutesasira & Nuwagaba, 2020). Smaller operations
are more likely to adopt informal control mechanisms, which can affect the robustness
and effectiveness of internal control activities such as segregation of duties, inventory
management, and authorization procedures (Dube & Ncube, 2021). These mechanisms
may be simpler, yet they remain essential for ensuring operational efficiency and
mitigating risks.

The concentration of small to medium-sized chains highlights the importance of adapting
internal control systems to fit the scale of operations. Research suggests that internal
control systems in Small and Medium-Sized Enterprises (SMESs) need to be flexible, as
the lack of formal structures can impact their operational performance (Higgins et al.,
2017). This context is crucial when analyzing the impact of internal controls on
supermarket performance, particularly in terms of scalability and sustainability.
Furthermore, the relatively small proportion of large-scale supermarkets points to the
competitive and expansion constraints in the Kenyan retail sector, which reinforce the
need for robust internal control mechanisms to enhance operational efficiency and foster
long-term sustainability (Kwaku, 2019).

4.3.2 Workforce Size of Supermarket Chains

The number of employees influences the complexity of financial controls, managerial
oversight, and operational efficiency. This section presents the distribution of
supermarket workforce sizes and its implications for internal control activities and

performance, and the results are outlined below:
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Table 4.03: Workforce Size of Supermarket Chains

Frequency Percent Valid Cumulative
Percent Percent
Valid  Less than 50 11 28.2 28.2 28.2
51-100 13 33.3 33.3 61.5
101-200 9 23.1 23.1 84.6
Over 200 6 15.4 15.4 100.0
Total 39 100.0 100.0

Source: Research data, (2025)

The study examined the workforce size of supermarket chains to provide insights into
their operational capacity and internal control mechanisms. The findings reveal that most
supermarkets (33.3%) employ between 51 and 100 workers, while 28.2% have a
workforce of fewer than 50 employees. Additionally, 23.1% of the supermarkets have
between 101 and 200 employees, and only 15.4% have over 200 employees.

These results indicate that the majority of supermarket chains in the study are small to
medium-sized enterprises (SMEs). Workforce size is a crucial factor in shaping internal
control practices, as larger organizations may implement more structured financial
controls, segregation of duties, and automation in operations compared to smaller
supermarkets (Mokaya & Wagoki, 2021). The findings provide an essential context for
analyzing how workforce scale influences the effectiveness of internal control activities
and overall operational performance in the Kenyan retail sector.

4.3.3 Years of Operation of Supermarket Chains

This section examines the distribution of supermarket chains based on their years in
operation and its implications for internal control activities and performance and the

results are presented in Table 4.04:
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Table 4.04 Years of Operation of Supermarket Chains

Frequency Percent Valid Cumulative
Percent Percent
Valid Less than 5 years 8 20.5 20.5 20.5
5-10 years 15 38.5 38.5 59.0
11-20 years 10 25.6 25.6 84.6
Over 20 years 6 154 154 100.0
Total 39 100.0 100.0

Source: Research data, (2025)

The duration of business operation is a critical factor influencing an organization's
financial stability, operational efficiency, and adaptability to industry dynamics (Muriithi
& Wachira, 2020). The study findings reveal that 38.5% of the surveyed supermarkets
have been in operation for 5 to 10 years, indicating that a substantial proportion of
businesses are in their expansion phase, where internal control systems are likely being
strengthened to support scalability. Meanwhile, 25.6% of supermarkets have operated for
11 to 20 years, suggesting they may have more structured financial and operational
frameworks developed through experience and market adaptation.

Notably, 20.5% of supermarkets have been in business for less than five years, a period
often characterized by financial instability and challenges in implementing robust
internal control mechanisms (Kamau & Wainaina, 2021). Only 15.4% of supermarkets
have been in operation for over 20 years, reinforcing findings from previous studies that
longevity in the retail sector is influenced by competitive pressures, economic
fluctuations, and strategic management practices (Njenga & Muturi, 2019). These
insights underscore the importance of well-developed internal control systems in

ensuring the long-term sustainability and financial performance of supermarket chains.
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4.3.4 Ownership Structure of Supermarket Chains
Understanding the distribution of ownership structures provides valuable insights into
the managerial dynamics within Kenya’s supermarket sector and the results are detailed

below:

Table 4.05: Ownership Structure of Supermarket Chains

Frequency Percent Valid Cumulative
Percent Percent
Valid  Sole proprietorship 9 23.1 23.1 23.1
Partnership 6 15.4 154 38.5
Limited liability company 21 53.8 53.8 92.3
Other 3 7.7 7.7 100.0
Total 39 100.0 100.0

Source: Research data, (2025)

Ownership structure plays a fundamental role in shaping corporate governance, financial
decision-making, and operational control within an organization (Mwangi & Njiru,
2022). The study findings indicate that the majority (53.8%) of supermarket chains
operate as limited liability a company, highlighting a preference for a structured legal
framework that mitigates financial risks and enhances accountability. Limited liability
companies often adopt formalized internal control mechanisms to ensure compliance,
financial transparency, and strategic growth (Kariuki & Muturi, 2021).

Additionally, 23.1% of the supermarkets are sole proprietorships, reflecting the
prevalence of owner-managed businesses in Kenya’s retail sector. Such businesses,
while flexible in decision-making, may face challenges in implementing sophisticated
internal control systems due to resource constraints (Ngugi & Waweru, 2020).
Partnerships account for 15.4% of the sample, suggesting collaborative ownership
structures that balance managerial oversight and resource pooling. Meanwhile, 7.7% fall

under other ownership models, including cooperatives and franchise arrangements.
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These variations in ownership structure influence the adoption and effectiveness of
internal control activities, directly impacting financial performance and operational
efficiency.

4.3.5 Monthly Turnover of Supermarket Chains

Turnover levels influence investment decisions, operational efficiency, and the ability to
implement robust internal control systems. Analyzing the distribution of supermarket
chains based on turnover provides essential context for understanding financial
sustainability and competitive dynamics in Kenya’s retail sector and the results were as

presented in Table 4.05:

Table 4.05: Monthly Turnover of Supermarket Chains

Frequency  Percent Valid Cumulative
Percent Percent
Valid  Less than KES 5 million 11 28.2 28.2 28.2
KES 5-10 million 14 35.9 35.9 64.1
KES 11-20 million 9 23.1 23.1 87.2
Over KES 20 million 5 12.8 12.8 100.0
Total 39 100.0 100.0

Source: Research data, (2025)

Monthly turnover is a critical indicator of a supermarket’s financial performance,
influencing strategic  decision-making, investment capacity, and operational
sustainability (Kamau & Wainaina, 2022). The study findings reveal that the majority
(35.9%) of supermarket chains report an average monthly turnover between KES 5-10
million, indicating moderate revenue generation. Additionally, 28.2% earn less than KES
5 million, highlighting financial constraints that may impact their ability to implement

robust internal control systems (Otieno & Mwangi, 2021).
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Supermarkets with monthly turnovers between KES 11-20 million account for 23.1% of
the sample, suggesting a segment of mid-tier retailers with relatively stable financial
capacity. Notably, only 12.8% of supermarkets generate over KES 20 million monthly,
reflecting the limited presence of large-scale, high-revenue players in the sector. These
variations in turnover underscore the financial disparities within Kenya’s retail industry,
influencing the adoption of internal control measures and overall operational efficiency.
Supermarkets with higher turnover may have more resources to invest in structured
financial controls, whereas smaller players might struggle with liquidity and operational

challenges (Mutua & Njihia, 2023).

4.4 Descriptive Statistics

Descriptive statistics are essential for summarizing and interpreting data, providing a
clear overview of key characteristics within a dataset (Field, 2018). In this study,
descriptive analysis was used to present fundamental measures, including the mean,
standard deviation, minimum, and maximum values, which offered insights into data

distribution and variability.

The mean indicated the central tendency of responses, reflecting the average perception
of participants regarding the study variables. The standard deviation measured the
dispersion of data, illustrating how much individual responses varied from the mean.
Additionally, the minimum and maximum values established the range of responses,

highlighting the extent of variability within the dataset.

The study analyzed several key variables, including Inventory Management Control
(IMC), Segregation of Duties (SD), Authorization & Approval (AA), Monitoring

Activities (MA), and Cash Management (CM), with Operational Performance as the
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dependent variable. These descriptive statistics provided foundational insights that
informed subsequent inferential analysis, ensuring a deeper understanding of the

relationships between variables.

4.4.1 Descriptive Statistics for Authorization & Approval (AA)

Authorization and approval processes were assessed using four key parameters:
Approval Policies, Documentation Standards, Levels of Authorization, and Verification
Procedures. These parameters were further broken down into structured statements
within a Likert scale questionnaire, allowing respondents to provide insights into the
effectiveness and consistency of approval mechanisms within the 39 supermarkets under
study. The descriptive analysis in this section presents the mean scores, standard
deviations, and response trends for each statement, offering a clear understanding of the
robustness of control measures in decision-making and operational performance

oversight as shown in Table 4.06:

Table 4.06: Descriptive Statistics for Authorization & Approval (AA)

N Mini Maxi Mean Std.
mum mum Deviation

In this organization, officers bear responsibility 39 3.00 5,00 4.6667 5774
according to position held

Our supermarket ensures that only qualified 39 3.00 5,00 4.2051 .6951
individuals are given approval authority for

financial transactions

Authorization and approval of accounting 39 3.00 500 4.3590 7776
documents is properly controlled
Within this organization, the signatures of 39 2.00 500 4.1282 .9510
document approvers carry recognition
throughout the entire business entity.

It holds true that every document undergoes 39 1.00 5,00 3.5897 1.2507
approval prior to any payment processing.

I can confidently assert that the likelihood of 39 1.00 500 4.2308 1.0378
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collusion among signatories is minimal.

The authorization process for financial 39 1.00 500 4.2051 1.0047
transactions in our supermarket is well-defined
and structured.

The approval process in our supermarket is 39 2.00 500 4.1795 .9699
efficient, leading to timely financial
transactions.

The authorization structure allows for 39 3.00 5.00 4.4872 .6833
flexibility in responding to market changes

Employees receive adequate training to fulfill 39 1.00 5,00 3.8718 1.3710
their roles within the authorization structure

The level of authorization and decision-making 39 1.00 5,00 3.3846 1.3101
in our supermarket is efficient.

Valid N (listwise) 39 Grand p&o 45035 0.9667

Source: Research data, (2025)

The findings on Authorization & Approval indicate a strong agreement among
respondents regarding the effectiveness of the supermarket’s authorization and approval
processes, as reflected in a grand mean of M = 4.50, SD = 0.97. This suggests that
internal control mechanisms are well-structured, ensuring accountability and proper
financial oversight. The highest-rated aspect was officers bearing responsibility
according to their position (M = 4.67, SD = 0.58), highlighting the significance of clear
role allocation in maintaining financial discipline and minimizing risk exposure.
Similarly, the authorization structure’s flexibility in responding to market changes (M =
4.49, SD = 0.68) and the proper control of authorization and approval of accounting
documents (M = 4.36, SD = 0.78) further reinforce the effectiveness of these processes

in fostering adaptability and compliance.

Other key areas also exhibited strong positive responses, including the assignment of
approval authority only to qualified individuals (M = 4.21, SD = 0.70) and the structured

authorization process for financial transactions (M = 4.21, SD = 1.00). These findings
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align with studies emphasizing the need for stringent financial controls to deter
fraudulent activities and ensure transactional integrity. Moreover, minimizing collusion
among signatories (M = 4.23, SD = 1.04) and the efficiency of the approval process in
enabling timely financial transactions (M = 4.18, SD = 0.97) indicate that while

safeguards are in place, ongoing vigilance remains necessary to mitigate collusion risks.

However, certain areas reflected slightly lower yet still positive ratings. For instance,
document approval before payment processing (M = 3.59, SD = 1.25) suggests that while
adherence to authorization protocols is generally strong, inconsistencies may arise in
practice. Similarly, adequate training for employees within the authorization structure (M
= 3.87, SD = 1.37) indicates room for improvement in capacity-building initiatives.
Notably, the lowest-rated aspect was the efficiency of authorization and decision-making
(M = 3.38, SD = 1.31), suggesting potential bottlenecks or procedural delays that could
hinder operational efficiency. These findings align with research emphasizing the need
for continuous training and streamlined decision-making to enhance authorization

effectiveness (Lansiluoto et al., 2020).

Overall, the findings affirm that the supermarket’s authorization and approval processes
are robust, particularly in role accountability, document control, and financial oversight.
However, the variability in training adequacy and decision-making efficiency
underscores the need for targeted improvements in these areas to optimize financial
governance. These insights support existing literature on internal controls as a
fundamental component of financial sustainability and risk mitigation in the retail sector

(Roussy & Rodrigue, 2021).
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4.4.2 Descriptive Statistics for Inventory Management Controls (IMC)

Inventory management controls were assessed using four key parameters: Inventory

Tracking, Stock Level Reviews, Storage Procedures, and Periodic Audits. These

parameters were further broken down into structured statements within a Likert scale

questionnaire, allowing respondents to provide insights into the effectiveness of

inventory control measures within the 39 supermarket chains under study. The

descriptive analysis in this section presents the mean scores, standard deviations, and

response trends for each statement, offering a clear understanding of how well inventory

is monitored, safeguarded, and managed as shown in Table 4.07:

Table 4.07: Descriptive Statistics for Inventory Management Controls

N Mini Maxi Mean Std.
mum mum Deviation

The supermarket uses an effective inventory 39 1.00 5.00 3.3077 1.4537
tracking system to monitor stock movement
in real time.
Barcode scanning and digital inventory 39 1.00 6.00 3.0256 1.1807
systems are regularly updated to ensure
accurate tracking.
Inventory records are consistently maintained 39 1.00 6.00 3.3077 1.8087
to prevent stock discrepancies and losses.
Stock levels are reviewed frequently to 39 2.00 5.00 3.9231 7741
prevent overstocking or stock outs.
The supermarket effectively forecasts demand 39 3.00 5.00 4.4615 .6003
to ensure optimal stock replenishment.
Automated systems are used to generate 39 3.00 5.00 4.5641 .6405
timely stock level reports for decision-
making.
Inventory storage practices follow industry 39 3.00 5.00 4.4872 6014
standards to ensure product quality and
reduce wastage.
Perishable and non-perishable goods are 39 2.00 5.00 4.3077 .7662

stored in appropriate conditions to minimize
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spoilage and damage.

Employees are trained on proper inventory 39 3.00 5.00 4.6923 5691
handling and storage to maintain stock

integrity.

The supermarket conducts regular inventory 39 1.00 5.00 4.2308 1.0378

audits to verify stock accuracy and detect
discrepancies.

Audit findings are used to improve inventory 39 3.00 5.00 45128 .6014
control measures and enhance operational

efficiency.

Independent reviews of inventory records 39 3.00 5.00 4.4359 .6405

help identify inefficiencies and reduce losses.

Valid N (listwise) 39 Grand p&oc 44779 0.9704

Source: (Researcher, 2025)

The findings indicate that inventory management controls are generally well-
implemented in supermarket chains in Kenya, with a grand mean (M = 4.4779, SD =
0.9704), suggesting strong agreement among respondents regarding the effectiveness of
these controls. The low standard deviation implies relatively consistent responses across

the sampled supermarkets.

The highest-rated aspects include employee training on inventory handling and storage
(M =4.6923, SD = 0.5691), the use of automated stock level reports (M = 4.5641, SD =
0.6405), and demand forecasting for optimal stock replenishment (M = 4.4615, SD =
0.6003). These findings align with prior studies emphasizing that employee competency
and technology-driven inventory systems enhance stock accuracy, minimize losses, and
improve operational efficiency (Kumar & Singh, 2022). Effective forecasting ensures
supermarkets avoid overstocking and stockouts, which is crucial for maintaining

operational stability.
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However, inventory tracking systems (M = 3.3077, SD = 1.4537) and barcode scanning
updates (M = 3.0256, SD = 1.1807) received comparatively lower ratings, indicating
areas for improvement. Although these means exceed the threshold of 3.0, the higher
standard deviations suggest variation in adoption or effectiveness. Research shows that
inconsistent adoption of real-time tracking and outdated barcode scanning methods can

lead to stock discrepancies, impacting efficiency and profitability.

Supermarkets also reported frequent stock reviews (M = 3.9231, SD = 0.7741) and
regular inventory audits (M = 4.2308, SD = 1.0378), confirming a proactive approach to
inventory management. Regular audits have been found to reduce shrinkage, detect
fraud, and enhance decision-making, thus positively affecting operational performance

(Kimani & Kariuki, 2020).

In conclusion, effective inventory management contributes positively to the operational
performance of supermarket chains, particularly when supported by technological
systems, employee training, and routine audits (Nyaga & Karanja, 2024). However,
supermarkets should enhance real-time tracking and barcode updates to further
strengthen their inventory control mechanisms, ensuring greater efficiency and loss

prevention.

4.4.2 Descriptive Statistics for Segregation of Duties (SD)

Table 4.08 provides a detailed overview of the descriptive statistics for Segregation of
duties and was evaluated through four key parameters: Rotation of Duties, Task
Allocation, Approval Authority, and Supervisory Roles. These parameters were further

broken down into structured statements within a Likert scale questionnaire, allowing
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respondents to provide insights into the effectiveness of role distribution and internal

controls within the 39 supermarket chains under study. The descriptive analysis in this

section presents the mean scores, standard deviations, and response trends for each

statement, offering a comprehensive view of how well responsibilities are distributed to

minimize risks and enhance accountability as shown in Table 4.08:

Table 4.08: Descriptive Statistics for Segregation of Duties (SD)

Employees are regularly rotated across
different roles to reduce the risk of fraud and
errors.

Duty rotation enhances employee skills and
improves operational efficiency.

The supermarket has a structured policy for
rotating staff in key financial and operational
functions.

Tasks are clearly defined and assigned based
on employees’ competencies and job
descriptions.

There is a clear separation between financial
handling, record-keeping, and authorization
roles.

The supermarket ensures that no single
employee controls an entire transaction
process from start to finish.

Financial transactions and key operational
decisions require approval from authorized
personnel.

There are well-documented approval
hierarchies that prevent unauthorized
transactions.

The supermarket enforces strict approval
controls to enhance accountability in daily
operations.

Supervisors actively monitor employees to
ensure compliance with internal control
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N

39

39

39

39

39

39

39

39

39

39

Mini
mum

2.00

3.00

1.00

1.00

3.00

2.00

2.00

3.00

3.00

3.00

Maxi
mum

5.00

5.00

5.00

5.00

5.00

5.00

5.00

5.00

5.00

5.00

Mean

4.4103

47179

4.2564

3.6923

4.4872

4.5385

4.1795

3.9744

4.1538

4.4615

Std.
Deviation

7511

.5595

1.0695

1.2387

.6833

.6823

.9699

.8107

.8124

.6823



procedures.

Management regularly reviews employee 39 1.00 5.00 4.2821 1.0500
performance to detect potential risks or
operational weaknesses.

Supervisory oversight helps prevent fraud and 39 2.00 5.00 4.1282 .92280
operational inefficiencies in supermarket

processes.

Valid N (listwise) 39 Grand p&oc 42735 0.8527

Source: (Researcher, 2025)

The findings presented in Table 4.08 demonstrate a general agreement among
respondents regarding the implementation of Segregation of Duties (SD) in supermarket
chains, as indicated by the grand mean (M = 4.2735, SD = 0.8527). This suggests that
supermarket chains in Kenya have structured policies ensuring task separation, reducing

fraud risks, and enhancing accountability.

Role Rotation and Employee Development: The study found that employees are
regularly rotated across different roles (M = 4.4103, SD = 0.7511), which enhances skills
and operational efficiency (M = 4.7179, SD = 0.5595). These findings are consistent
with Omar et al. (2023), who argue that duty rotation reduces the likelihood of
fraudulent activities and fosters a culture of skill development, ultimately improving

operational performance.

Task Separation and Accountability: The results indicate that supermarkets maintain
clear separation of financial handling, record-keeping, and authorization roles (M =
4.4872, SD = 0.6833). Additionally, no single employee controls an entire transaction
process (M = 4.5385, SD = 0.6823), reinforcing the importance of task division in
minimizing fraud risks. Such segregation aligns with best practices in internal control

mechanisms, as highlighted by Kumar & Singh (2022), who emphasize the role of
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transactional separation in enhancing financial transparency and reducing operational

risks.

Approval Hierarchies and Oversight: Although supermarkets implement structured
approval policies (M = 3.9744, SD = 0.8107), the enforcement of strict approval controls
(M = 4.1538, SD = 0.8124) suggests that supervisors and management actively monitor
compliance. Regular management reviews help detect potential operational weaknesses

(M =4.2821, SD = 1.0500), further reinforcing oversight effectiveness.

Overall, the findings confirm that segregation of duties significantly contributes to
operational performance by reducing financial risks, strengthening accountability, and
improving employee efficiency. These results align with existing literature, which
underscores the critical role of internal control structures in promoting transparency and

deterring fraudulent activities (Nyaga & Karanja, 2024).

4.4.3 Descriptive Statistics for Monitoring Activities (MA)

Monitoring activities were assessed using four key parameters: Performance Reviews,
Audit Systems, Feedback Mechanisms, and Use of Technology/IT Systems Monitoring.
These parameters were further broken down into structured statements within a Likert
scale questionnaire, allowing respondents to provide insights into the effectiveness of
monitoring processes in the organizations under study. The descriptive analysis in this
section presents the mean scores, standard deviations, and response trends for each
statement, offering a clear understanding of the robustness of monitoring activities as

shown in table 4.09.
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Table 4.09: Descriptive Statistics for Monitoring Activities (MA)

N Mini Maxi Mean Std.
mum mum Deviation

The supermarket regularly conducts 39 1.00 5.00 4.2821 .9987
performance reviews to assess operational
efficiency.

Performance evaluations help identify areas 39 1.00 5.00 4.1538 .9330
that require improvement in daily
operations.

Management provides timely feedback 39 2.00 5.00 4.2564 .8801
based on performance reviews to enhance
productivity.

Internal audits are conducted frequently to 39 1.00 5.00 4.1282 1.0306
ensure compliance with established
operational procedures.

The supermarket implements corrective 39 1.00 5.00 3.5641 1.2523
measures based on audit findings to
enhance efficiency.

External audits are carried out periodically 39 1.00 5.00 3.5128 1.0729
to ensure transparency and accountability in
operations.

Employees are encouraged to provide 39 2.00 5.00 4.0513 .9987
feedback on operational challenges and
inefficiencies.

Customer feedback is regularly collected 39 3.00 5.00 3.8718 .8006
and used to improve supermarket
operations.

Management acts on employee and 39 3.00 5.00 4.2308 7767
customer feedback to enhance service
delivery and internal processes.

The supermarket utilizes 1T-based 39 2.00 5.00 4.3077 8321
monitoring systems to track real-time
operational activities.

Automated reporting tools help detect 39 3.00 5.00 4.6154 5436
inefficiencies and improve decision-making
processes.

Valid N (listwise) 39 Grand p&o 4.2735 0.9200

Source: (Researcher, 2025)
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The findings presented in Table 4.09 indicate a strong implementation of Monitoring
Activities (MA) within supermarket chains, as demonstrated by the grand mean (M =
4.2735, SD = 0.9200). This suggests that regular performance reviews, internal audits,
feedback mechanisms, and IT-based monitoring systems contribute to enhanced

efficiency and accountability.

Performance Reviews and Feedback Mechanisms: Respondents strongly agreed that
supermarkets regularly conduct performance reviews (M = 4.2821, SD = 0.9987) and
that timely feedback from management enhances productivity (M = 4.2564, SD =
0.8801). These findings align with Kariuki & Mutua (2022), who argue that structured
performance evaluations identify inefficiencies, ensuring continuous operational

improvement in retail businesses.

Auditing and Compliance Measures: The study established that internal audits are
conducted frequently (M = 4.1282, SD = 1.0306), while external audits are carried out
periodically (M = 3.5128, SD = 1.0729). However, corrective measures based on audit
findings (M = 3.5641, SD = 1.2523) were rated lower, suggesting that while audit
practices exist, the implementation of corrective actions could be strengthened. This is
consistent with findings by Mwangi & Waweru (2021), who emphasize that audits alone
are insufficient without effective enforcement of corrective strategies to improve

operational efficiency.

Employee and Customer Feedback: The results show that employees are encouraged to
provide feedback on operational challenges (M = 4.0513, SD = 0.9987), while customer
feedback is also regularly collected (M = 3.8718, SD = 0.8006). However, management's

responsiveness to feedback (M = 4.2308, SD = 0.7767) suggests that supermarkets
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recognize the value of feedback in enhancing service delivery. This aligns with Maina &
Odhiambo (2020), who highlight the role of continuous feedback mechanisms in

fostering adaptability and customer satisfaction in the retail sector.

Technology-Driven Monitoring: The highest-rated item was the use of automated
reporting tools to detect inefficiencies and improve decision-making (M = 4.6154, SD =
0.5436). Additionally, supermarkets utilize IT-based monitoring systems to track real-
time operations (M = 4.3077, SD = 0.8321). These findings support the argument by
Karanja & Njoroge (2024) that digital monitoring solutions enhance operational
oversight, reduce human error, and improve strategic decision-making in modern retail

businesses.

Overall, the study confirms that monitoring activities play a crucial role in improving
operational efficiency, compliance, and decision-making. However, the enforcement of
corrective actions following audits requires further strengthening. These insights align
with previous studies for instance (Wanjiru & Kimani, 2023) which emphasize the
importance of performance monitoring, audits, feedback mechanisms, and IT-based

systems in ensuring retail sustainability and growth.

4.4.4 Descriptive Statistics for Cash Management (M)

Cash management was evaluated through four key parameters: Cash Flow Records &
Cash Handling Efficiency, Reconciliation Practices, Handling Security, and Access
Restrictions. These parameters were broken down into structured statements within a
Likert scale questionnaire, enabling respondents to provide insights into the effectiveness

and reliability of cash management practices. The descriptive analysis in this section
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presents the mean scores, standard deviations, and response trends for each statement,
offering a clear depiction of cash management efficiency, security measures, and

procedural adherence across the supermarket chains studied, as outlined in Table 4.10.

Table 4.10: Descriptive Statistics for Cash Management

N Mini Maxi Mean Std.
mum mum Deviation

The supermarket maintains accurate and 39 3.00 500 4.5641 .5980
up-to-date records of cash inflows and
outflows

Cash handling processes are efficient and 39 2.00 500 4.2821 .9445
minimize errors during transactions.

The supermarket’s cash management 39 1.00 500 3.2821 1.5381
system allows for quick identification and
resolution of cash discrepancies

The supermarket regularly conducts 39 1.00 500 4.1538 1.1594
reconciliation of cash records to ensure
consistency with actual cash on hand.

Cash reconciliations are done frequently 39 3.00 500 45128 .6014
(e.g., daily, weekly) to maintain accurate
financial records.

Any discrepancies found during 39 1.00 500 3.9744 1.1807
reconciliation are addressed and resolved

promptly.

The supermarket has security protocols in 39 2.00 5.00 3.8718 .8938
place to prevent theft or fraud in cash
handling processes

Cash handling procedures are designed to 39 3.00 500 4.1795 8231
ensure the security of cash during both
high and low traffic periods.

Cashiers and staff are regularly trained on 39 1.00 500 3.7949 1.2178
security measures for handling cash,

including recognizing and preventing

fraud.

Access to cash storage areas and financial 39 3.00 5,00 4.3333 .7009
records is restricted to authorized
personnel only.

There are clear guidelines on who has 39 1.00 500 4.3077 8931
access to cash and cash management
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resources in the supermarket.

Valid N (listwise) 39 Grand p&oe 41142 0.9592

Source: (Researcher, 2025)

The findings in Table 4.10 indicate that Cash Management (CM) practices are well-
implemented in supermarkets, as reflected by the grand mean (M = 4.1142, SD =
0.9592). This suggests that accurate record-keeping, reconciliation processes, security

measures, and staff training contribute to effective cash handling and financial integrity.

Accuracy and Efficiency in Cash Handling: Respondents strongly agreed that
supermarkets maintain accurate and up-to-date records of cash inflows and outflows (M
= 45641, SD = 0.5980), while cash handling processes were considered efficient in
minimizing errors (M = 4.2821, SD = 0.9445). These findings align with Mugenda &
Mutiso (2022), who highlight that accurate cash flow tracking enhances financial

discipline and operational sustainability in retail enterprises.

Cash Reconciliation Practices: The study revealed that supermarkets conduct regular
reconciliations of cash records (M = 4.1538, SD = 1.1594) and frequent reconciliation
schedules (M = 4.5128, SD = 0.6014) help maintain financial accuracy. However, while
reconciliation is frequent, prompt resolution of cash discrepancies (M = 3.9744, SD =
1.1807) scored slightly lower, indicating a potential gap in immediate corrective action.
These findings are consistent with Ndungu & Waweru (2021), who argue that cash
reconciliation should be complemented by swift discrepancy resolution to prevent

financial risks.

Security Protocols and Risk Mitigation: The study found that supermarkets implement

security measures to prevent theft and fraud in cash handling (M = 3.8718, SD =
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0.8938), and cash handling procedures ensure security during both high and low traffic
periods (M = 4.1795, SD = 0.8231). Additionally, restricting access to cash storage areas
(M = 4.3333, SD = 0.7009) and establishing clear access guidelines (M = 4.3077, SD =
0.8931) reinforce financial security. These findings support the argument by Kamau &
Njiru (2020) that strong internal controls and restricted access to cash storage areas

minimize financial fraud risks in retail operations.

Training and Fraud Prevention Measures: The study highlights that cashiers and staff
receive regular training on security measures and fraud prevention (M = 3.7949, SD =
1.2178). Although this rating is above the moderate threshold (M > 3.0), it suggests that
training programs could be enhanced to further strengthen fraud detection. This is
consistent with Kinyua & Otieno (2023), who emphasize that continuous training on
fraud detection and secure cash handling significantly reduces financial leakages in

supermarket chains.

Cash Management System and Discrepancy Resolution: While supermarkets have
systems that allow for quick identification of cash discrepancies (M = 3.2821, SD =
1.5381), the relatively lower score implies that error detection mechanisms may require
improvement. These findings align with Omondi & Mwangi (2021), who found that
automation in cash management improves discrepancy identification and resolution

speed, reducing financial risks.

Overall, the study confirms that effective cash management significantly enhances
financial security, reduces errors, and improves reconciliation practices. However,
supermarkets should focus on strengthening prompt discrepancy resolution, increasing

fraud prevention training, and leveraging technology to enhance real-time cash
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monitoring. These insights align with previous research, emphasizing that cash
management practices directly influence the financial performance and sustainability of

retail businesses (Wanjohi & Karanja, 2023).

4.4.5 Descriptive Statistics for Operational Performance (Y)

Operational performance was assessed using four key parameters: Efficiency Standards,
Resource Utilization, Service Quality, and Timeliness of Processes. These parameters
were further decomposed into structured statements within a Likert scale questionnaire,
allowing respondents to provide insights into the operational effectiveness of the
organizations under study. The descriptive analysis in this section presents the mean
scores, standard deviations, and overall response trends for each statement, offering a
clear understanding of how various dimensions of operational performance were

perceived.

Table 4.11: Descriptive Statistics for Operational Performance

N Mini Maxi Mean Std.

mum mum Deviation
The supermarket optimally utilizes its 39 2.00 500 4.2564 .9380
resources to maintain high levels of
operational efficiency.
Internal processes are well-structured to 39 1.00 500 4.1026 .9409
minimize errors and improve workflow
efficiency.
Operational standards are consistently 39 3.00 500 3.9744 JT776
reviewed and improved to enhance
performance.
The supermarket effectively allocates 39 3.00 500 4.4103 6373
financial and physical resources to meet
operational demands.
Inventory management is streamlined to 39 2.00 500  3.7949 1.0306

ensure optimal stock levels and reduce
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wastage.

Employee workload distribution is well- 39 2.00 500 4.2821 7591
managed to maximize productivity and
minimize inefficiencies.

The supermarket provides a high level of 39 2.00 500 4.2564 .8801
customer service that meets or exceeds
customer expectations.

The quality of service delivery is consistent, 39 1.00 5,00 4.0256 1.0634
regardless of peak or off-peak shopping

periods.

Customer complaints and feedback are 39 2.00 500 4.3077 8321

handled promptly to improve service quality.

Supplier payments and order fulfillment are 39 2.00 5,00 4.3846 7475
completed within the required timelines to
avoid disruptions.

Restocking and inventory updates are 39 1.00 5.00 4.3846 .9629
conducted in a timely manner to prevent

stockouts.

The supermarket ensures that checkout and 39 2.00 500 4.1795 .8545

billing processes are fast and efficient.

Valid N (listwise) 39 Grand p&o 4.1966 0.8686

Source: (Researcher, 2025)

The findings on Operational Performance (OP) revealed an overall strong agreement
among respondents, as indicated by a grand mean of M = 4.20, SD = 0.87. This suggests
that supermarkets have largely optimized their operational processes, ensuring efficiency
and customer satisfaction. Notably, the highest-rated aspects included supplier payments
and order fulfillment within required timelines (M = 4.38, SD = 0.75) and timely
restocking and inventory updates to prevent stock outs (M = 4.38, SD = 0.96),
reinforcing the critical role of financial discipline and supply chain agility in retail
performance’ Additionally, the supermarket’s ability to allocate financial and physical

resources effectively (M = 4.41, SD = 0.64) and prompt handling of customer complaints
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(M = 4.31, SD = 0.83) were highly rated, aligning with studies that emphasize resource

management as a key driver of operational success for instance Nguyen et al., (2021).

Moderately rated indicators, ranging between M = 4.00 and M = 4.29, further affirmed
positive perceptions of operational performance. The efficient utilization of resources (M
= 4.26, SD = 0.94) and well-structured internal processes (M = 4.10, SD = 0.94)
signified supermarkets’ commitment to structured workflows. Similarly, respondents
expressed satisfaction with customer service levels (M = 4.26, SD = 0.88) and effective
workload distribution (M = 4.28, SD = 0.76), aspects closely linked to employee
productivity and customer loyalty. However, consistency in service delivery across peak
and off-peak hours (M = 4.03, SD = 1.06) exhibited slightly higher variation, suggesting

potential fluctuations in service quality depending on demand surges.

A few operational areas showed relatively lower ratings, although they still fell within
the agreement threshold. For instance, continuous review and improvement of
operational standards (M = 3.97, SD = 0.78) and inventory management efficiency (M =
3.79, SD = 1.03) indicated that while supermarkets strive for operational excellence,
challenges in maintaining optimal stock levels and revising operational frameworks
persist. These findings align with research indicating that inventory control remains a
bottleneck in retail efficiency, often affecting cost management and customer satisfaction

(Amoako et al., 2021).

Overall, the results underscore the supermarkets’ strong operational performance,
particularly in resource utilization, supply chain efficiency, and customer service.
However, the variability in inventory control and service consistency highlights areas for

further improvement, particularly in demand forecasting and operational agility. The
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findings support existing literature that links operational efficiency to financial

sustainability and competitive advantage in the retail sector (Grewal et al., 2022).

4.5 Multiple Regression Results

This section highlights the multiple regression analysis conducted to explore the
relationships among the internal control activities and operational performance. Before
estimating the regression models, a rigorous diagnostic process was undertaken using
nonparametric tests including the Kruskal-Wallis test, Spearman’s rank correlation, and
Kendall’s tau to verify key assumptions such as monotonicity and linearity. These
preliminary diagnostics provided authoritative evidence of consistent directional
associations among the variables, thereby justifying the use of a regression framework to

quantify their unique effects.

4.5.1 Diagnostic Tests

In order to draw meaningful inferences regarding the relationships among the variables
in our study, a series of diagnostic tests were conducted. These tests served the specific
purpose of precisely establishing the necessity for empirical analysis using multiple
regression analysis. As highlighted by Mugenda and Mugenda (2013), an accurate
estimation of a regression model relies on meeting its fundamental assumptions.
Therefore, it was imperative for this study to ascertain whether the assumptions of

multiple regression analysis were satisfied.

4.5.1.1 Kruskal-Wallis test
To ensure the validity of regression analysis, diagnostic tests were conducted to assess
the underlying assumptions that support Ordinary Least Squares (OLS) estimation. The

Kruskal-Wallis test was employed to evaluate whether the distributions of internal
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control activity variables varied significantly across categories of operational
performance (OP). The choice of the Kruskal-Wallis test over parametric tests such as
ANOVA was justified by the nature of the data. Likert-scale data, being ordinal rather
than continuous, does not satisfy the normality assumption required for parametric tests
(Field, 2021). According to Williams et al. (2020), the Kruskal-Wallis test is appropriate
for comparing distributions across multiple independent groups when data are non-
normally distributed or ordinal in nature. By using this test, the analysis ensured
robustness against violations of normality, making it a suitable alternative to traditional

parametric approaches.

Table 4.12: Kruskal-Wallis test

# Null Hypothesis Test Sig. Decision

1 The distribution of AA is the Independent Samples .104 Retain the null
same across categories of OP.  Kruskal-Wallis Test hypothesis.

2 The distribution of IMC is the Independent Samples .073 Retain the null
same across categories of OP.  Kruskal-Wallis Test hypothesis.

3 The distribution of SD is the Independent Samples .099 Retain the null
same across categories of OP.  Kruskal-Wallis Test hypothesis.

4 The distribution of MA is the Independent Samples .159 Retain the null
same across categories of OP.  Kruskal-Wallis Test hypothesis.

5 The distribution of M is the Independent Samples .610 Retain the null
same across categories of OP.  Kruskal-Wallis Test hypothesis.

Note: The significance level is 0.05.

Source: (Researcher, 2025)

Given that all p-values exceeded the 0.05 significance threshold, the null hypotheses for

homogeneity of variance were retained, providing key insights into regression
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assumptions, including homoscedasticity, linearity, independence of observations, and

normality of residuals.

Homoscedasticity, or the assumption of equal variance, was tested by analyzing the
distributional similarity of Authorization & Approval (AA), Inventory Management
Controls (IMC), Segregation of Duties (SD), Monitoring Activities (MA), and
Moderation (M) across OP categories. The retention of the null hypothesis (p > .05)
across all cases indicates the absence of significant variance differences, thereby
supporting the assumption of homoscedasticity. According to Williams et al. (2020), the
presence of homoscedasticity ensures that the variability of errors remains constant
across all levels of the independent variable, thereby reinforcing the efficiency of OLS
estimates. The implication of this finding is that standard regression models can be
applied without necessitating heteroscedasticity-robust standard errors or alternative

estimation techniques such as generalized least squares (GLS).

Linearity was also inferred based on the Kruskal-Wallis test results. The lack of
significant distributional differences across OP categories suggests that internal control
activities likely influence OP in a systematic and proportional manner, rather than
following a nonlinear or threshold-dependent pattern. As linearity is a fundamental
assumption in regression modeling (Hair et al., 2021), this finding provides further
justification for using OLS estimation. However, supplementary diagnostic tools such as
scatterplots and residual plots should be utilized to confirm linearity before final model

selection.

The independence of observations, another critical assumption, could not be directly

tested using the Kruskal-Wallis test. However, the absence of statistically significant
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distributional differences implies that data points were not unduly clustered within
specific OP categories. According to Wooldridge (2022), ensuring independent
observations is vital for obtaining unbiased and consistent regression estimates. Although
the results suggest minimal risk of dependency, additional tests, such as the Durbin-
Watson statistic, should be conducted to rule out potential autocorrelation or clustering

effects.

Finally, the normality of residuals was indirectly examined through distributional
similarity. While the Kruskal-Wallis test does not directly assess residual normality, the
retention of the null hypothesis indicates no major deviations from normality in the
independent variable distributions across OP categories. Normality of residuals is a
crucial assumption that affects hypothesis testing and confidence interval estimation in
regression analysis (Field, 2021). Although Likert-scale data are inherently ordinal rather
than continuous, the test results suggest that OP does not exhibit extreme skewness or
outlier-driven distortions. In summary, the Kruskal-Wallis test results provide a strong
justification for proceeding with OLS regression analysis. The findings support the
assumptions of homoscedasticity and linearity while suggesting minimal concerns

regarding independence and normality of residuals.

4.5.1.2 Spearman’s Rank Correlation and Kendall’s Tau Tests

Preliminary diagnostic tests using Spearman’s rank correlation and Kendall’s tau are
essential for assessing key regression assumptions such as linearity and the robustness of
relationships among ordinal variables as shown in table Table 4.13: Spearman’s Rank

Correlation and Kendall’s Tau Tests.
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Table 4.13: Spearman’s Rank Correlation and Kendall’s Tau Tests

AA IMC SD MA OP M
Kendall's AA Correlation 1.000 274" .049 -.074 251" 182
tau b Coefficient
Sig. (2-tailed) . .020 677 526 .036 114
N 39 39 39 39 39 39
IMC Correlation 274" 1.000 275" -164  .463™ -.027
Coefficient
Sig. (2-tailed) .020 . .023 .166 .000 .816
N 39 39 39 39 39 39
SD Correlation .049 275" 1.000 -217 4757 -.155
Coefficient
Sig. (2-tailed) 677 .023 . .068 .000 187
N 39 39 39 39 39 39
MA Correlation -.074 -.164 =217 1.000 - 101
Coefficient 338"
Sig. (2-tailed) 526 166 .068 . .005 381
N 39 39 39 39 39 39
OP Correlation 251" 4637 4757 - 1.000 .006
Coefficient 338"
Sig. (2-tailed) .036 000  .000 .005 . 961
N 39 39 39 39 39 39
M Correlation .182 -.027 -.155 101 .006 1.000
Coefficient
Sig. (2-tailed) 114 816 187 381 961 .
N 39 39 39 39 39 39
Spearma  AA Correlation 1.000 376" 048  -.077 .383" 267
n's rho Coefficient
Sig. (2-tailed) : 018 769 639 016 101
N 39 39 39 39 39 39
IMC Correlation 376" 1.000 .349" -.240 541 -.045
Coefficient
Sig. (2-tailed) 018 . 029 142 000  .788
N 39 39 39 39 39 39
SD Correlation .048 .349" 1.000 -.280 577 -.209
Coefficient
Sig. (2-tailed) 769 029 : 084  .000 201
N 39 39 39 39 39 39
MA Correlation -.077 -.240 -.280 1.000 - 152
Coefficient 451
Sig. (2-tailed) 639 142 .084 . 004 357
N 39 39 39 39 39 39
OoP Correlation 383" 5417 5777 - 1.000 011
Coefficient 451"
Sig. (2-tailed) 016  .000  .000  .004 . 947
N 39 39 39 39 39 39
M Correlation .267 -.045 -.209 152 .011 1.000
Coefficient
Sig. (2-tailed) 101 788 201 357 947 .
N 39 39 39 39 39 39

*. Correlation is significant at the 0.05 level (2-tailed).
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**_Correlation is significant at the 0.01 level (2-tailed).

Source: (Researcher, 2025)

The analysis revealed that inventory management controls (IMC) exhibit a strong,
statistically significant positive association with operational performance, with Kendall’s
tau=0.463 (p<0.01) and Spearman’s rho=0.541 (p<0.001). Similarly, segregation of
duties (SD) also demonstrated robust positive correlations with performance (Kendall’s
tau=0.475, p<0.001; Spearman’s rho=0.577, p<0.001). Conversely, monitoring
activities (MA) were significantly negatively related to performance (Kendall’s tau =—
0.338, p=0.005; Spearman’s rho =—0.451, p=0.004). These specific figures substantiate
that as the rank order of key internal control dimensions increases or decreases, there is a
corresponding and consistent change in operational performance, thereby providing
empirical evidence of monotonicity (that is a consistently directional relationship)

between the variables.

The presence of these strong monotonic associations supports the linearity assumption
crucial for regression analysis. Although traditional parametric models require a linear
relationship between predictors and the outcome, the significant values of Spearman’s
rho and Kendall’s tau suggest that, on the rank-transformed scale, the relationships are
sufficiently monotonic. This finding justifies the application of a regression framework
because it indicates that changes in predictor rankings are reliably associated with

changes in operational performance.

Furthermore, normality of residuals is another critical assumption in regression analysis.
While Spearman’s and Kendall’s tests do not require the underlying data to be normally

distributed, they are robust measures that remain reliable even when the data are skewed
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or ordinal. Their use in the current analysis, therefore, indirectly supports the subsequent
regression modeling by confirming that the predictor variables possess a well-ordered,
monotonic structure. For example, even though cash management (M) showed minimal
bivariate correlation with performance (Kendall’s tau=0.182, p=0.114; Spearman’s
rho=0.267, p=0.101), its role might be more complex possibly moderating the effects
of other control activities. In summary, the significant and consistent findings from
Spearman’s rank correlation and Kendall’s tau tests such as the strong positive
associations for IMC and SD, as well as the negative association for MA provide
authoritative justification for employing a regression analysis model. These diagnostic
tests confirm that key predictors demonstrate monotonic relationships with operational
performance, thereby satisfying critical regression assumptions of linearity and

robustness to non-normality.

4.5.2 Testing The Hypotheses

In the pursuit of assessing the hypotheses, the study employed multiple regression
analysis as a robust analytical tool. This approach was chosen to empirically investigate
and ascertain the acceptance or rejection of the null hypotheses. Multiple regression
analysis was strategically utilized to gauge the strength and magnitude of the
relationships between the variables, providing a comprehensive examination of the

hypothesized associations.

This analytical method not only facilitated the exploration of relationships but also
allowed for a quantitative assessment of the impact each variable might have on the
others. The application of multiple regression analysis is instrumental in unraveling the
intricate dynamics and interplay among the studied variables, thereby contributing to a

nuanced understanding of the research hypotheses (Saculinggan et al., 2019).
94



It is noteworthy that the hypotheses were rigorously examined at a 95% confidence level,
ensuring a robust statistical foundation for drawing conclusive insights. This level of
confidence provides a balance between statistical significance and practical relevance,
enhancing the reliability and validity of the findings. The utilization of this confidence
level underscores the meticulous approach taken to derive meaningful conclusions from
the empirical testing of the study hypotheses. In essence, the multiple regression analysis
serves as a rigorous methodology, offering a data-driven exploration of the relationships
posited in the hypotheses. The adherence to a 95% confidence level ensures a confident

interpretation of the findings, reinforcing the credibility of the study's conclusions.

4.5.3 Regression Analysis

Following a meticulous verification of the Ordinary Least Squares (OLS) assumptions
including checks for normality of residuals, linearity, and overall strength of
associations, the study advanced to the execution of multiple regression analysis. This
approach was adopted to quantify the unique contributions of various internal control
elements to financial performance while simultaneously accounting for intercorrelations
among predictors. The comprehensive model summary (see Table 4.17) offers critical
insights into the proportion of variability in operationl performance that is explained by

the internal control activities under investigation.

Table 4.14: Model Summary

M R R Adjusted Std. Change Statistics

od Square R Square Error of R Square F dfl df2 Sig. F

el the Change Change Change
Estimate

1 .8022 .643 .601 .24690 643 15.331 4 34 .000

a. Predictors: (Constant), AA, SD, MA, IMC

Source: Research data, (2025)
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Table 4.14 provides a comprehensive summary of the multiple regression model that was
estimated with internal control activities namely, Authorization and Approval (AA),
Segregation of Duties (SD), Monitoring Activities (MA), and Inventory Management
Controls (IMC) as predictors of operational performance. The model produced an overall
multiple correlation coefficient of R = 0.802, indicating a strong association between the
predictors and the outcome. The R2 value of 0.643 reveals that approximately 64.3% of
the variance in operational performance is explained by the four internal control
activities. When adjusting for the number of predictors in the model, the Adjusted R2 was
.601, which suggests that even after controlling for model complexity, nearly 60.1% of

the variability in the dependent variable is accounted for by the predictors.

The standard error of the estimate, reported as 0.24690, represents the typical deviation
of the observed operational performance values from the values predicted by the
regression model. In terms of model change statistics, the R2? change of .643
accompanied by an F change statistic of 15.331 (with df = 4 and df = 34, p < .001)
indicates that the block of predictors significantly contributes to the explanation of
variance in operational performance. These findings provide robust evidence that the
internal control dimensions collectively serve as significant predictors of performance,
thereby justifying the use of multiple regression analysis to further delineate the unique

contributions of each control activity.
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Table 4.15: Analysis of Variance (ANOVA)

Model Sum of df Mean F Sig.
Squares Square
1 Regression 3.738 4 935 15.331 .000°
Residual 2.073 34 .061
Total 5.811 38

a. Dependent Variable: OP
b. Predictors: (Constant), Authorization and Approval (AA), Segregation of Duties
(SD), Monitoring Activities (MA), and Inventory Management Controls (IMC)

Source: Research data, (2025)
Table 4.15 details the ANOVA results for the regression model predicting operational

performance (OP) using the predictors Authorization and Approval (AA), Segregation of
Duties (SD), Monitoring Activities (MA), and Inventory Management Controls (IMC).
The total variability in OP is partitioned into variability explained by the regression
model and the residual (unexplained) variability. Specifically, the model accounts for a
regression sum of squares (SS) of 3.738 with 4 degrees of freedom (df), while the
residual SS is 2.073 with 34 df, yielding a total SS of 5.811 across 38 df. The mean
square values calculated as the sum of squares divided by the respective df are 0.935 for

the regression and 0.061 for the residuals.

The ratio of these mean squares produces an F statistic of 15.331, which is statistically
significant (p < .001). This indicates that the set of predictors collectively explains a
significant portion of the variance in operational performance. In other words, the
internal control activities (AA, SD, MA, and IMC) jointly contribute to the prediction of

OP beyond what would be expected by chance.

The significant F statistic provides authoritative support for the model’s validity,
affirming that the predictors are robustly associated with the outcome variable. These

findings align with the diagnostic evidence from the nonparametric tests, reinforcing the
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regression model’s appropriateness and the theoretical premise that internal control

activities substantially impact operational performance.

Table 4.16: Regression Coefficients

Model Unstandardized Standardize t Sig.
Coefficients d
Coefficients
B Std. Beta
Error
1 (Constant) 1.704 .640 2.665 012
IMC 331 110 375 3.003 .005
SD 224 .076 341 2.944 .006
MA -.164 .080 -217  -2.047 .048
AA .209 .093 .248 2.237 .032

a. Dependent Variable: OP

Source: Research data, (2025)
The regression analysis presented in Table 4.16 offers insightful findings regarding the

relationship between specific internal control activities and the operational performance
of supermarket chains in Kenya. The model's constant term is 1.704 (SE = 0.640, t =
2.665, p = 0.012), indicating the baseline level of operational performance when all

predictors are held at zero.

Inventory Management Controls (IMC): The coefficient for IMC is 0.331 (SE = 0.110,
Beta = 0.375, t = 3.003, p = 0.005), signifying a positive and statistically significant
impact on operational performance. This suggests that enhancements in inventory

management are associated with improved operational outcomes.

Segregation of Duties (SD): SD exhibits a positive coefficient of 0.224 (SE = 0.076, Beta
= 0.341, t = 2944, p = 0.006), indicating a significant positive relationship with
operational performance. This underscores the importance of clearly delineated roles and

responsibilities in enhancing operational efficiency.

98



Monitoring Activities (MA): MA has a negative coefficient of -0.164 (SE = 0.080, Beta
=-0.217,t=-2.047, p = 0.048), suggesting that increased monitoring is associated with a
decrease in operational performance. This counterintuitive result may imply that
excessive monitoring could lead to bureaucratic inefficiencies or employee
dissatisfaction, adversely affecting performance. It highlights the need for a balanced

approach to monitoring, ensuring it supports rather than hinders operations.

Authorization and Approval (AA): AA shows a positive coefficient of 0.209 (SE =
0.093, Beta = 0.248, t = 2.237, p = 0.032), indicating a significant positive effect on
operational performance. This finding suggests that robust authorization and approval
procedures contribute to better performance, likely by ensuring that transactions are valid

and comply with established policies.

4.6 The interaction effect of Cash Management

On this objective the study, endeavored to analyze the moderating influence of cash
management on the relationship between internal control activities and the operational
performance of selected supermarkets in Kenya. Utilizing Hayes' PROCESS macro
version 3.5 in SPSS, the study employed Model 1 to assess this interaction, where the
dependent variable (Y) is operational performance (OP), the independent variable (X)
represents Internal Control Activities (M), and the Moderator (W) is Cash Management
(CM). The analysis was conducted with a sample size of 39, as detailed in Table 4.17:

Moderation Model Summary.
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Table 4.17 Moderation Model Summary

Model : 1

Y :OP

X X

W M
Sample
Size: 39
KEAKAKAKRAKRAX AR AR AA AR AAA AR AKX AKR AKX AR AR AR AR AR AAAAAAAhAhAhhhArAdrrAdhihhhhhhhihihiiiiikh
OUTCOME VARIABLE:
OoP
Model Summary

R R-sq MSE F dfl df2 p

7095 5033 .0825 11.8235 3.0000 35.0000 .0000
Model

coeff se t p LLCI ULCI
constant 6.7812 2.7917 24291 .0204 1.1137 12.4487
X -6384 6472 -9864 .3307 -1.9522 .6755
M -1.4462 7699 -1.8784 .0687 -3.0092 .1168
Int_1 3433 1783 1.9256 .0623 -.0186 .7052
Product terms key:
Int 1 X X M
Test(s) of highest order unconditional interaction(s):
R2-chng F dfl df2 p

X*W .0526 3.7080 1.0000 35.0000 .0423

Focal predict: X X)

Mod var: M (W)

Conditional effects of the focal predictor at values of the moderator(s):

M Effect se t p
3.1980 4595 1256 3.6570  .0008
3.7218 .6393 .1083 5.9016 .0000
42456 .8191 .1585 5.1680 .0000

LLCI
.2044
4194
4973

ULCI

7146

.8592
1.1409

DATA LIST FREE/
X M OoP
BEGIN DATA.

3.8717
4.3141
4.7565
3.8717
4.3141
4.7565
3.8717
4.3141
4.7565

3.1980
3.1980
3.1980
3.7218
3.7218
3.7218
4.2456
4.2456
4.2456

3.9352
4.1385
4.3418
3.8739
4.1567
4.4395
3.8126
4.1749
4.5373
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END DATA.
GRAPH/SCATTERPLOT=
X WITH OFP BY M

*hkkkhkhkkkkkhikkkkhkhkhhkhkkhik ANALYSIS NOTES AND ERRORS

*hkkkkhkkikhkkhkhkkhkkikikhkhkkhkiikhkikikk

Level of confidence for all confidence intervals in output:
95.0000

W values in conditional tables are the mean and +/- SD from the mean.

------ END MATRIX -----

Source: Research data, (2025)

The fifth objective sought to analyze the moderating role of cash management on the
relationship between internal control activities and operational performance of
supermarket chains in Kenya. To examine this, a moderation analysis was conducted,
with cash management acting as the moderating variable. The results, as presented in
Table 4.17, indicate a strong relationship between internal control activities and

operational performance, moderated by cash management.

4.6.1 Model Summary and Interpretation

The model summary shows an R-value of 0.7095, suggesting a substantial correlation
between the predictor variables and the dependent variable. The R-squared value of
0.5033 implies that approximately 50.33% of the variation in operational performance
can be explained by internal control activities and their interaction with cash
management. This suggests that supermarket chains that implement effective internal
controls, coupled with sound cash management practices, tend to experience superior
operational performance. The F-statistic of 11.8235 with a p-value less than 0.0001
indicates that the overall model is statistically significant, meaning the predictors and

their interactions significantly explain the variance in operational performance.
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4.6.2 Moderation Effect of Cash Management

The moderation model vyielded an R-squared value of 0.5033, indicating that
approximately 50.33% of the variance in operational performance (OP) is explained by
the interaction between internal control activities (X) and cash management (M), along
with their individual effects. This suggests that the model has substantial explanatory
power, capturing a significant portion of the factors influencing operational performance
in supermarket chains. The F-statistic (F = 11.8235, p < 0.001) further confirms that the
model is statistically significant, underscoring the importance of including the interaction
term (X*M) in understanding the relationship between internal control activities and
operational performance. The significance of the model provides a strong foundation for

interpreting the moderating role of cash management.

The interaction term (Int_1: X*M) has a coefficient of 0.3433 (p = 0.0623), which is
marginally significant at the 10% level. This indicates that cash management moderates
the relationship between internal control activities and operational performance, albeit
weakly. While the p-value is slightly above the conventional threshold of 0.05, the R-
squared change (AR? = 0.0526, p = 0.0423) due to the inclusion of the interaction term is
statistically significant. This suggests that the addition of the interaction term improves
the model's explanatory power, providing evidence of a moderation effect. The marginal
significance of the interaction term may be attributed to the relatively small sample size
(n = 39), which can reduce the statistical power of the analysis. Nonetheless, the results
point to a meaningful moderating role of cash management in the relationship under

investigation.
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4.6.3 Conditional Effects at Different Levels of Cash Management

The conditional effects analysis provides further clarity on how the relationship between
internal control activities (X) and operational performance (OP) varies at different levels
of cash management (M). At low levels of cash management (M = 3.1980), the effect of
internal control activities on operational performance is 0.4595 (p = 0.0008), indicating a
positive and statistically significant relationship. This suggests that even when cash
management practices are less robust, internal control activities still contribute to
improved operational performance, albeit to a lesser extent. At moderate levels of cash
management (M = 3.7218), the effect increases to 0.6393 (p < 0.001), reflecting a
stronger positive relationship. This indicates that as cash management practices improve,
the effectiveness of internal control activities in driving operational performance
becomes more pronounced. Finally, at high levels of cash management (M = 4.2456), the
effect further strengthens to 0.8191 (p < 0.001), demonstrating that the positive impact of
internal control activities on operational performance is most evident when cash
management is robust. These findings highlight the synergistic effect of combining

strong internal control activities with effective cash management practices.

4.6.4 Discussion of Findings

The findings align with agency theory (Jensen & Meckling, 1976), which posits that
effective financial controls, including cash management, mitigate agency problems and
enhance organizational performance. Weak cash management practices can lead to
inefficiencies, leakages, and financial instability, reducing the effectiveness of internal
controls in optimizing operations. The results also support the COSO Internal Control
Framework (Committee of Sponsoring Organizations, 2013), which emphasizes the

integral role of financial controls, particularly cash management, in reinforcing overall
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internal control effectiveness. Strong cash management ensures liquidity, minimizes
financial risk, and enhances operational efficiency, thereby strengthening the positive
impact of internal control activities on performance. The moderation analysis provides
evidence that cash management positively moderates the relationship between internal
control activities and operational performance in supermarket chains in Kenya. The
strength of this relationship increases at higher levels of cash management, indicating
that cash management is a critical enabler of internal control effectiveness. Supermarkets
that implement robust cash flow monitoring, liquidity management, and financial
oversight can maximize the benefits of internal controls, leading to improved operational

efficiency and sustainability.

4.7 Results of Hypothesis Testing

This section presents the results of hypothesis testing based on the multiple regression
analysis and moderation analysis conducted in the study. Each hypothesis is evaluated
using the statistical findings from the regression coefficients and moderation model
summary, as presented in Table 4.16 and Table 4.17. The hypotheses are tested at a 95%

confidence level (o = 0.05).

Hypothesis 1 (Hol): There is no statistically significant relationship between

segregation of duties and the operational performance of supermarkets in Kenya.

The results of the multiple regression analysis indicate that segregation of duties
(SD) has a positive and statistically significant relationship with operational performance
(OP). The unstandardized coefficient for SD is 0.224 (p = 0.006), which is significant at
the 1% level. This suggests that an increase in the effectiveness of segregation of duties

is associated with improved operational performance in supermarket chains. The null
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hypothesis (Ho1l) is rejected. There is sufficient evidence to conclude that segregation of
duties has a statistically significant positive relationship with the operational

performance of supermarkets in Kenya.

Hypothesis 2 (Ho2): There is no statistically significant relationship between inventory

management controls and the operational performance of supermarkets in Kenya.

The regression results show that inventory management controls (IMC) have a positive
and statistically significant relationship with operational performance (OP). The
unstandardized coefficient for IMC is 0.331 (p = 0.005), which is significant at the 1%
level. This indicates that effective inventory management controls contribute to enhanced
operational performance in supermarket chains. The null hypothesis (Ho2) is rejected.
There is sufficient evidence to conclude that inventory management controls have a
statistically significant positive relationship with the operational performance of

supermarkets in Kenya.

Hypothesis 3 (Ho3): There is no statistically significant relationship between
authorization and approval procedures and the operational performance of supermarkets

in Kenya.

The regression analysis reveals that authorization and approval procedures (AA) have
a positive and statistically significant relationship with operational performance (OP).
The unstandardized coefficient for AA is 0.209 (p = 0.032), which is significant at the
5% level. This suggests that robust authorization and approval procedures are associated
with improved operational performance in supermarket chains. The null hypothesis

(Ho3) isrejected. There is sufficient evidence to conclude that authorization and
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approval procedures have a statistically significant positive relationship with the

operational performance of supermarkets in Kenya.

Hypothesis 4 (Ho4): There is no statistically significant relationship between monitoring

activities and the operational performance of supermarkets in Kenya.

The regression results indicate that monitoring activities (MA) have a negative and
statistically  significant relationship with  operational performance (OP). The
unstandardized coefficient for MA is -0.164 (p = 0.048), which is significant at the 5%
level. This suggests that increased monitoring activities are associated with a decline in
operational performance. This counterintuitive finding may be attributed to over-
monitoring, which could hinder operational flexibility and decision-making. The null
hypothesis (Ho4) is rejected. There is sufficient evidence to conclude that monitoring
activities have a statistically significant negative relationship with the operational

performance of supermarkets in Kenya.

Hypothesis 5 (Ho5): Cash management does not have a moderating effect on the
relationship between the implementation of internal control activities and operational

performance of supermarkets in Kenya.

The moderation analysis results show that cash management (M) has a significant
moderating effect on the relationship between internal control activities (X) and
operational performance (OP). The interaction term (Int_1: X*M) has a coefficient
of 0.3433 (p = 0.0623), which is marginally significant at the 10% level. Additionally,
the R-squared change (AR? = 0.0526, p = 0.0423) due to the inclusion of the interaction
term is statistically significant at the 5% level. The conditional effects analysis further

demonstrates that the positive relationship between internal control activities and
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operational performance strengthens as cash management improves. For example, at
high levels of cash management (M = 4.2456), the effect of internal control activities on
operational performance is 0.8191 (p < 0.001). The null hypothesis (Ho5) is rejected.
There is sufficient evidence to conclude that cash management has a statistically
significant moderating effect on the relationship between internal control activities and

the operational performance of supermarkets in Kenya.

4.7.1 Summary for Hypothesis Testing

The following table summarizes the results of hypothesis testing based on the multiple
regression and moderation analyses. The table includes the hypothesis, beta coefficient
(B), p-value, significance level, decision on the null hypothesis, and a brief conclusion
for each hypothesis.

Table 18: Summary for Hypothesis Testing

Hypothesis Beta P- Significance Decision Conclusion
())) value (p <0.05)

Hos: Thereis no 0.224 0.006  Significant Reject Ho;  Segregation of
statistically duties
significant enhances
relationship between operational
segregation of duties performance.
and operational
performance.
Hoz: There is no 0.331 0.005 Significant Reject Ho, Inventory
statistically management
significant controls
relationship between improve
inventory operational
management efficiency.
controls and
operational
performance.
Hos: There is no 0.209 0.032  Significant Reject Ho; Proper
statistically authorization
significant enhances
relationship between financial
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authorization and
approval procedures
and operational
performance.

Ho,: There is no
statistically
significant
relationship between
monitoring activities
and operational
performance.

Hos: Cash
management does
not moderate the
relationship between
internal controls and
operational
performance.

-0.164 0.048

Significant

0.3433 0.0423 Significant

Reject Ho,

Reject Hos

accountability.

Excessive
monitoring
may introduce
inefficiencies.

Cash
management
strengthens
internal
control
effectiveness.

Source: Research data, (2025)
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CHAPTER FIVE
SUMMARY CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter provides a comprehensive summary of the study, highlighting the key
findings, conclusions, and recommendations derived from the research. The study sought
to examine the relationship between internal control activities and the operational
performance of supermarket chains in Kenya, with a specific focus on segregation of
duties, inventory management controls, authorization and approval procedures,
monitoring activities, and the moderating role of cash management. The findings of the
study are based on robust diagnostic tests, multiple regression analysis, and moderation
analysis, which validated the assumptions of the Ordinary Least Squares (OLS) method
and provided reliable insights into the relationships under investigation. This chapter
synthesizes the results, discusses their implications for theory and practice, and offers

actionable recommendations for supermarket chains and future research.

5.2 Summary of the study findings

The study investigated the relationship between internal control activities and the
operational performance of supermarket chains in Kenya, guided by five research
hypotheses. Diagnostic tests, including the Kruskal-Wallis test, Spearman’s Rank
Correlation, and Kendall’s Tau tests, were conducted to validate the assumptions of
normality, linearity, and strength of associations. These tests confirmed that the data met

the requirements for regression analysis, ensuring the reliability of the findings.

The multiple regression analysis revealed significant relationships between internal
control activities and operational performance. Specifically, segregation of duties

(SD), inventory management controls (IMC), and authorization and approval procedures
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(AA) were found to have statistically significant positive relationships with operational
performance (OP). The beta coefficients for these variables were 0.224 (p =
0.006), 0.331 (p = 0.005), and 0.209 (p = 0.032), respectively, indicating that effective
implementation of these internal control activities enhances operational performance.
However, monitoring activities (MA) exhibited a significant negative relationship with
operational performance, with a beta coefficient of -0.164 (p = 0.048), suggesting that

excessive monitoring may hinder operational efficiency.

The moderation analysis demonstrated that Cash Management (M) plays a significant
moderating role in the relationship between internal control activities and operational
performance. The interaction term (X*M) had a coefficient of 0.3433 (p = 0.0623),
which was marginally significant, and the R-squared change due to the inclusion of the
interaction term was statistically significant (AR? = 0.0526, p = 0.0423). The conditional
effects analysis further revealed that the positive relationship between internal control
activities and operational performance strengthens as cash management improves, with

the effect being most pronounced at high levels of cash management.

The regression model summary indicated a strong overall fit, with an R-squared value of
0.643, meaning that 64.3% of the variance in operational performance was explained by
the predictor variables. The adjusted R-squared value of 0.601 confirmed the model’s
robustness, while the F-statistic (F = 15.331, p < 0.001) indicated that the model was

statistically significant.

In summary, the study findings highlight the critical role of internal control activities in

enhancing operational performance, with cash management acting as a key moderator.
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The results provide valuable insights for supermarket chains seeking to optimize their

internal control systems and improve operational outcomes.

5.3 Conclusions

This section presents the conclusions of the study based on the findings for each specific
objective. The conclusions are drawn from the regression analysis, moderation analysis,
and diagnostic tests, providing a comprehensive understanding of the relationship
between internal control activities and the operational performance of supermarket

chains in Kenya:

5.3.1 Segregation of Duties and Operational Performance

The study found a positive and statistically significant relationship between segregation
of duties (SD) and operational performance (OP), with a beta coefficient of 0.224 (p =
0.006). This indicates that effective segregation of duties enhances operational
performance by reducing the risk of errors, fraud, and mismanagement. By clearly
defining roles and responsibilities, supermarket chains can improve accountability,
streamline processes, and ensure efficient resource utilization. The findings align with
existing literature, which emphasizes the importance of segregation of duties as a
fundamental internal control activity. Therefore, it is concluded that segregation of duties

is a critical factor in achieving optimal operational performance in supermarket chains.

5.3.2 Inventory Management Controls and Operational Performance

The results revealed a positive and statistically significant relationship between inventory
management controls (IMC) and operational performance (OP), with a beta coefficient
of 0.331 (p = 0.005). This suggests that effective inventory management controls, such as

accurate stock tracking, timely replenishment, and loss prevention, contribute
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significantly to operational efficiency. Proper inventory management ensures that
supermarkets can meet customer demand, minimize stockouts, and reduce wastage,
thereby enhancing overall performance. The study concludes that inventory management

controls are essential for maintaining operational excellence in supermarket chains.

5.3.3 Authorization & Approval Procedures and Operational Performance

The study found a positive and statistically significant relationship between authorization
and approval procedures (AA) and operational performance (OP), with a beta coefficient
of 0.209 (p = 0.032). This indicates that robust authorization and approval processes
enhance operational performance by ensuring that transactions are legitimate, accurate,
and aligned with organizational policies. These procedures help prevent unauthorized
activities, reduce financial losses, and promote transparency. The findings underscore the
importance of implementing structured authorization and approval systems to support
operational efficiency. It is concluded that authorization and approval procedures are

vital for maintaining control and improving performance in supermarket chains.

5.3.4 Monitoring Activities and Operational Performance

The study revealed anegative and statistically significant relationship between
monitoring activities (MA) and operational performance (OP), with a beta coefficient
of -0.164 (p = 0.048). This unexpected finding suggests that excessive or poorly
implemented monitoring could lead to bureaucratic inefficiencies, employee
dissatisfaction, and operational delays, ultimately hindering performance. While
monitoring is a critical component of internal controls, it must be balanced to avoid
creating unnecessary bottlenecks or demotivating staff. The study concludes that
monitoring activities should be designed to support rather than hinder operations,

emphasizing the need for a strategic and employee-friendly approach to monitoring.
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5.3.5 Moderating Role of Cash Management

The moderation analysis demonstrated that cash management (M) significantly
moderates the relationship between internal control activities and operational
performance. The interaction term (X*M) had a coefficient of 0.3433 (p = 0.0623),
which was marginally significant, and the R-squared change due to the inclusion of the
interaction term was statistically significant (AR? = 0.0526, p = 0.0423). The conditional
effects analysis further revealed that the positive relationship between internal control
activities and operational performance strengthens as cash management improves. This
indicates that effective cash management amplifies the benefits of internal control
activities, enabling supermarkets to achieve higher levels of operational efficiency. The
study concludes that cash management is a critical moderating factor that enhances the

effectiveness of internal control activities in driving operational performance.

5.3.6 Overall Conclusion

In summary, the study concludes that internal control activities specifically segregation
of duties, inventory management controls, and authorization and approval procedures
have a significant positive impact on the operational performance of supermarket chains
in Kenya. However, monitoring activities must be carefully implemented to avoid
negative consequences. Additionally, cash management plays a crucial moderating role,
enhancing the relationship between internal control activities and operational
performance. These findings highlight the importance of a well-designed internal control
system, supported by effective cash management practices, in achieving operational
excellence. Supermarket chains should prioritize the integration of these activities to

optimize their performance and maintain a competitive edge in the retail sector.
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5.4 Recommendations

Based on the findings and conclusions of the study, this section provides actionable
recommendations for policymakers and practitioners in the retail sector, particularly
supermarket chains in Kenya. The recommendations are divided into policy
recommendations and recommendations for practice, aimed at enhancing the

effectiveness of internal control activities and improving operational performance:

5.4.1 Policy Recommendations

Policymakers should develop and enforce robust regulatory frameworks that mandate the
implementation of effective internal control systems in supermarket chains. These
frameworks should emphasize the importance of segregation of duties, inventory
management controls, and authorization and approval procedures as critical components
of operational efficiency. Regular audits and compliance checks should be conducted to

ensure adherence to these standards.

Government agencies and industry associations should organize training programs and
workshops to educate supermarket managers and staff on the importance of internal
controls and their role in enhancing operational performance. These programs should
focus on best practices for implementing segregation of duties, inventory management,

and authorization procedures, as well as the strategic use of monitoring activities.

Policymakers should incentivize the adoption of advanced technologies, such as
inventory management software, point-of-sale systems, and cash management tools, to
streamline internal control processes. Tax breaks or subsidies could be provided to
supermarkets that invest in technology to improve their operational efficiency and

internal control systems.
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Given the moderating role of cash management, policymakers should develop guidelines
to help supermarkets optimize their cash handling processes. These guidelines should
include recommendations for cash flow monitoring, fraud prevention, and the integration

of cash management with other internal control activities.

Policymakers should recognize the potential negative effects of excessive monitoring
and provide guidelines for implementing balanced monitoring systems. These guidelines
should emphasize the importance of maintaining employee morale and operational

flexibility while ensuring accountability and control.

5.4.2 Recommendations for Practice

Supermarket chains should clearly define roles and responsibilities to ensure that no
single individual has control over all aspects of a critical process. This will reduce the
risk of errors, fraud, and mismanagement, thereby improving operational performance.
Regular reviews should be conducted to ensure that segregation of duties is effectively

implemented and maintained.

Supermarkets should invest in advanced inventory management systems to track stock
levels, monitor product movement, and prevent losses. Regular stock audits and
reconciliation processes should be conducted to ensure accuracy. Additionally, staff
should be trained on best practices for inventory management to minimize stockouts and

overstocking.

Supermarkets should establish clear and efficient authorization and approval processes
for transactions and operational activities. These procedures should be documented and

communicated to all relevant staff to ensure consistency and transparency. Automation
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tools, such as electronic approval systems, can be used to reduce delays and improve

efficiency.

While monitoring is essential for ensuring compliance and accountability, supermarkets
should avoid excessive monitoring that could lead to bureaucratic inefficiencies or
employee dissatisfaction. Monitoring systems should be designed to support operational
processes rather than hinder them. Regular feedback from employees can help identify

areas where monitoring can be improved.

Supermarkets should prioritize effective cash management to enhance the impact of
internal control activities on operational performance. This includes implementing cash
flow monitoring systems, conducting regular cash audits, and training staff on fraud
prevention techniques. Cash management should be integrated with other internal control

activities to create a cohesive control environment.

Supermarket chains should promote a culture of accountability and transparency at all
levels of the organization. This can be achieved through regular communication,
training, and the establishment of clear policies and procedures. Employees should be

encouraged to report any irregularities or inefficiencies without fear of retaliation.

Regular internal audits should be conducted to assess the effectiveness of internal control
systems and identify areas for improvement. Audit findings should be used to refine

processes, address weaknesses, and enhance overall operational performance.

5.5 Contribution of the Study to Knowledge
This study makes significant contributions to the existing body of knowledge in the

fields of internal controls, operational performance, and retail management. The findings
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and insights derived from the research advance theoretical understanding and provide
practical implications for supermarket chains and other retail organizations. Below are

the key contributions of the study:

5.5.1 Empirical Evidence on Internal Control Activities and Operational
Performance

The study provides empirical evidence on the relationship between internal control
activities, specifically segregation of duties, inventory management controls,
authorization and approval procedures, and monitoring activities and operational
performance in supermarket chains. By demonstrating the positive impact of these
activities on performance, the study reinforces the importance of internal controls in

enhancing operational efficiency and effectiveness.

5.5.2 Identification of the Negative Impact of Excessive Monitoring

One of the unique contributions of this study is the finding that monitoring activities
have a negative relationship with operational performance when implemented
excessively or inefficiently. This highlights the need for a balanced approach to
monitoring, ensuring that it supports rather than hinders operations. This insight adds to
the literature by emphasizing the potential downsides of over-monitoring, which is often

overlooked in previous studies.

5.5.3 Moderating Role of Cash Management

The study introduces cash management as a critical moderating variable in the
relationship between internal control activities and operational performance. By
demonstrating that effective cash management amplifies the positive effects of internal

controls, the study contributes to the understanding of how contextual factors influence
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the effectiveness of control systems. This finding extends contingency theory by

providing empirical evidence of the contingent nature of internal control effectiveness.

5.5.4 Context-Specific Insights for Supermarket Chains in Kenya

The study provides context-specific insights into the operational challenges and
opportunities faced by supermarket chains in Kenya. By focusing on a developing
economy, the research contributes to the limited literature on internal controls and
operational performance in emerging markets. The findings offer valuable lessons for

other retail organizations operating in similar contexts.

5.5.5 Practical Implications for Retail Management

The study offers practical insights for supermarket chains and other retail organizations
on how to design and implement internal control systems that enhance operational
performance. The findings emphasize the importance of integrating internal control
activities with cash management practices and adopting a balanced approach to
monitoring. These insights can guide decision-making and strategy formulation in the

retail sector.

5.6 Areas for Further Research

While this study provides valuable insights, it also identifies several areas for further
research to deepen the understanding of the relationship between internal control
activities and operational performance. The following are recommended areas for future

research:

5.6.1 Exploring the Negative Effects of Monitoring Activities
Future research should investigate the specific factors that contribute to the negative

relationship between monitoring activities and operational performance. This could
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include examining the impact of excessive monitoring on employee morale, decision-
making processes, and operational flexibility. Qualitative studies, such as interviews or

case studies, could provide deeper insights into these dynamics.

5.6.2 Examining the Role of Other Moderating Variables

While this study focused on cash management as a moderating variable, future research
could explore the role of other contextual factors, such as organizational culture,
leadership style, and technological integration. Understanding how these factors
influence the effectiveness of internal controls could provide a more comprehensive view

of the contingencies affecting operational performance.

5.6.3 Longitudinal Studies on Internal Control Effectiveness

Longitudinal studies could be conducted to examine how changes in internal control
systems over time impact operational performance. Such studies would provide insights
into the long-term effects of internal controls and help identify best practices for

sustaining operational efficiency.

5.6.5 Investigating the Role of Technology in Internal Controls

With the increasing adoption of technology in retail operations, future research could
explore how digital tools, such as artificial intelligence, blockchain, and data analytics,
enhance the effectiveness of internal controls. Studies could also examine the challenges

and opportunities associated with integrating technology into internal control systems.

5.6.6 Exploring the Role of External Factors
External factors, such as regulatory changes, economic conditions, and competitive

pressures, may influence the relationship between internal controls and operational
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performance. Future research could examine how these external factors interact with

internal control systems to affect operational outcomes.
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APPENDICES

Appendix I: Letter of Introduction

Dear Respondent,

My name is Duncan Ouma Omburo a student of MSc. Finance from Kenyatta
University. I am conducting a research which investigates the relationship
between internal control activities and financial performance of supermarket
chain in Kenya. This research is purely for academics purposes and will not be
used for any other purpose. The information provided in this research will be kept
confidential and anonymous. Your cooperation in this regard is highly

appreciated.

Thank you.

132



Appendix I1: Questionnaire

SECTION I: General Information (Unit of Analysis Characteristics)

(Please tick (\) as appropriate in the provided boxes)

1. What is the size of your supermarket chain in terms of the number of outlets?
[ ] 1-5 outlets [ ] 6-10 outlets
[ ] 11-20 outlets [ ] Over 20 outlets
2. How many employees does your supermarket chain currently employ?
[ ] Lessthan 50 [] 51-100
[ ] 101-200 [] Over200
3. How long has your supermarket chain been in operation?
[ ] Lessthan 5 years []5-10 years
[ ] 11-20 years [ ] Over 20 years
4. What type of ownership does your supermarket chain have?
[_] Sole proprietorship [] Partnership
[ ] Limited liability company [ ] Other (please specify).....................
5. What is the average monthly turnover of your supermarket chain?
[ ] Less than KES 5 million [ ] KES 5-10 million

[ ] KES 11-20 million [ ] Over KES 20 million
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SECTION II: AUTHORIZATION & APPROVAL (AA)

6. Please indicate your level of agreement with each statement by selecting the most
appropriate response on the Likert scale. Choose one option that best represents your
perspective for each statement. The scale ranges from 1 (Strongly Disagree) to 5
(Strongly Agree).

Authorization & Approval (AA) 1-SA | 2 3 4

AA 1 | In this organization, officers bear responsibility
according to position held

AA2 | Our supermarket ensures that only qualified
individuals are given approval authority for financial
transactions

AA 3 | Authorization and approval of accounting
documents is properly controlled

AA 4 | Within this organization, the signatures of document
approvers carry recognition throughout the entire
business entity.

AAS5 | It holds true that every document undergoes
approval prior to any payment processing.

AAG6 | | can confidently assert that the likelihood of
collusion among signatories is minimal.

AA 7 | The authorization process for financial transactions
in our supermarket is well-defined and structured.

AA 8 | The approval process in our supermarket is efficient,
leading to timely financial transactions.

AA 9 | The authorization structure allows for flexibility in
responding to market changes

AA 10 | Employees receive adequate training to fulfill their
roles within the authorization structure

AA 11 | The level of authorization and decision-making in
our supermarket is efficient.
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INVENTORY MANAGEMENT CONTROLS (IMC)

7. Please indicate your level of agreement with each statement by selecting the most
appropriate response on the Likert scale. Choose one option that best represents your
perspective for each statement. The scale ranges from 1 (Strongly Disagree) to 5
(Strongly Agree).

Inventory Management Controls (IMC) 1-SA | 2 3 4

IMC 1 The supermarket uses an effective inventory
tracking system to monitor stock movement in real
time.

IMC 2 | Barcode scanning and digital inventory systems are
regularly updated to ensure accurate tracking.

IMC 3 | Inventory records are consistently maintained to
prevent stock discrepancies and losses.

IMC 4 | Stock levels are reviewed frequently to prevent
overstocking or stock outs.

IMC5 | The supermarket effectively forecasts demand to
ensure optimal stock replenishment.

IMC 6 | Automated systems are used to generate timely
stock level reports for decision-making.

IMC7 | Inventory storage practices follow industry
standards to ensure product quality and reduce
wastage.

IMC 8 | Perishable and non-perishable goods are stored in
appropriate conditions to minimize spoilage and
damage.

IMC 9 | Employees are trained on proper inventory handling
and storage to maintain stock integrity.

IMC 10 | The supermarket conducts regular inventory audits
to verify stock accuracy and detect discrepancies.

IMC 11 | Audit findings are used to improve inventory
control measures and enhance operational
efficiency.

IMC 12 | Independent reviews of inventory records help
identify inefficiencies and reduce losses.
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SEGREGATION OF DUTIES (SD)

8. Please indicate your level of agreement with each statement by selecting the most
appropriate response on the Likert scale. Choose one option that best represents your
perspective for each statement. The scale ranges from 1 (Strongly Disagree) to 5
(Strongly Agree).

Segregation of Duties (SD) 1-SA | 2 3 4

SD 1 | Employees are regularly rotated across different roles
to reduce the risk of fraud and errors.

SD 2 | Duty rotation enhances employee skills and improves
operational efficiency.

SD 3 | The supermarket has a structured policy for rotating
staff in key financial and operational functions.

SD4 Tasks are clearly defined and assigned based on
employees’ competencies and job descriptions.

SD5 | There is a clear separation between financial
handling, record-keeping, and authorization roles.

SD 6 | The supermarket ensures that no single employee
controls an entire transaction process from start to
finish.

SD7 Financial transactions and key operational decisions
require approval from authorized personnel.

SD8 There are well-documented approval hierarchies that
prevent unauthorized transactions.

SD9 | The supermarket enforces strict approval controls to
enhance accountability in daily operations.

SD 10 | Supervisors actively monitor employees to ensure
compliance with internal control procedures.

SD 11 | Management regularly reviews employee
performance to detect potential risks or operational
weaknesses.

SD 12 | Supervisory oversight helps prevent fraud and
operational inefficiencies in supermarket processes.
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MONITORING ACTIVITIES (MA)

9. Please indicate your level of agreement with each statement by selecting the most
appropriate response on the Likert scale. Choose one option that best represents your
perspective for each statement. The scale ranges from 1 (Strongly Disagree) to 5
(Strongly Agree).

Monitoring Activities (MA) 1-SA | 2 3 4

MA 1 The supermarket regularly conducts performance
reviews to assess operational efficiency.

MA 2 Performance evaluations help identify areas that
require improvement in daily operations.

MA 3 Management provides timely feedback based on
performance reviews to enhance productivity.

MA 4 Internal audits are conducted frequently to ensure
compliance with established operational
procedures.

MA 5 The supermarket implements corrective measures
based on audit findings to enhance efficiency.

MA 6 External audits are carried out periodically to
ensure transparency and accountability in
operations.

MA 7 Employees are encouraged to provide feedback on
operational challenges and inefficiencies.

MA 8 Customer feedback is regularly collected and used
to improve supermarket operations.

MA 9 Management acts on employee and customer
feedback to enhance service delivery and internal
processes.

MA 10 | The supermarket utilizes IT-based monitoring
systems to track real-time operational activities.

MA 11 | Automated reporting tools help detect
inefficiencies and improve decision-making
processes.
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CASH MANAGEMENT (CM)

10. Please indicate your level of agreement with each statement by selecting the most
appropriate response on the Likert scale. Choose one option that best represents your
perspective for each statement. The scale ranges from 1 (Strongly Disagree) to 5

(Strongly Agree).

Cash Management (CM) 1-SA | 2 3 4

CM1 The supermarket maintains accurate and up-to-date
records of cash inflows and outflows

CM 2 Cash handling processes are efficient and minimize
errors during transactions.

CM3 The supermarket’s cash management system allows
for quick identification and resolution of cash
discrepancies

CM4 The supermarket regularly conducts reconciliation
of cash records to ensure consistency with actual
cash on hand.

CM5 Cash reconciliations are done frequently (e.g.,
daily, weekly) to maintain accurate financial
records.

CM 6 Any discrepancies found during reconciliation are
addressed and resolved promptly.

CM7 The supermarket has security protocols in place to
prevent theft or fraud in cash handling processes

CM8 Cash handling procedures are designed to ensure
the security of cash during both high and low traffic
periods.

CM9 Cashiers and staff are regularly trained on security
measures for handling cash, including recognizing
and preventing fraud.

CM 10 | Access to cash storage areas and financial records is
restricted to authorized personnel only.

CM 11 | There are clear guidelines on who has access to
cash and cash management resources in the
supermarket.
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OPERATIONAL PERFORMANCE (OP)

11. Please indicate your level of agreement with each statement by selecting the most
appropriate response on the Likert scale. Choose one option that best represents your
perspective for each statement. The scale ranges from 1 (Strongly Disagree) to 5

(Strongly Agree).

Operational Performance (OP) 1-SA | 2 3 4

opP1 | The supermarket optimally utilizes its resources to
maintain high levels of operational efficiency.

OP 2 | Internal processes are well-structured to minimize
errors and improve workflow efficiency.

OP 3 | Operational standards are consistently reviewed and
improved to enhance performance.

OP 4 | The supermarket effectively allocates financial and
physical resources to meet operational demands.

OP5 | Inventory management is streamlined to ensure
optimal stock levels and reduce wastage.

OP 6 | Employee workload distribution is well-managed to
maximize productivity and minimize inefficiencies.

OP 7 | The supermarket provides a high level of customer
service that meets or exceeds customer expectations.

OP8 | The quality of service delivery is consistent,
regardless of peak or off-peak shopping periods.

OP9 | Customer complaints and feedback are handled
promptly to improve service quality.

OP 10 | Supplier payments and order fulfillment are
completed within the required timelines to avoid
disruptions.

OP 11 | Restocking and inventory updates are conducted in a
timely manner to prevent stockouts.

OP 12 | The supermarket ensures that checkout and billing
processes are fast and efficient.
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Appendix I11: Informed Consent Form

Title of Research: Internal Control Activities and Financial Performance of

Supermarkets in Nairobi City County Kenya
Principle Investigator: Duncan Ouma Omburo (MSc. Finance Student)
REG NO; D58/CTY/PT/25831/2013
Institutional Contact: Kenyatta University Main Campus
P. O Box 43844-00100 Nairobi,
Landline: 0202310720
Email Address: info@ku.ac.ke
RE: INFORMED CONSENT

Purpose of the Study: the purpose of the proposed study is to analyze the relationship
between Internal Control Activities and Financial Performance of Supermarkets chains
in Kenya. When you enter into the program, you will be asked to complete a
questionnaire. You will then be asked to participate if u meets some considered inclusion

criteria, you will be asked to participate by completing the served questionnaire

Subject Participation: The researcher estimates that 148 participants who of the
purposively targeted the supermarket branch accountant and manager/head for the entire
74 supermarkets chains in Nairobi CBD Kenya will enroll in this study. Participants
must be from the geographical location must be from Nairobi City County, must be
working for the selected supermarket chain, must be employees of the said supermarket
in the category of branch accountant and manager/head and Your participation will

involve one visit, approximately 20 minutes in length.

Confidentiality: All information taken from the study will be coded to protect each
subject’s name. No names or other identifying information will be used when discussing
or reporting data. Your responses are completely anonymous. No personal identifying

information or IP addresses will be collected.
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Authorization: | authorize the use of my records, any observations, and findings found
during the course of this study for education, publication and/or presentation. My

decision to participate in this study is complete voluntary.
N/B

If you decide to participate in this study, you may withdraw from your participation at
any time without penalty.

There is no cost for participating in this study. Any medical expenses resulting from
participation in this study will not be reimbursed by the investigators.

| voluntarily agree to participate in this research program

[ Yes

O No

I understand that I will be given a copy of this signed Consent Form.
Name of Participant:
Signature:

Date:
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Appendix IV: List of Supermarket Chains in Kenya

No. Name of the supermarket chain Number of Head office address
branches’
countrywide

1. Acacia Supermarket Limited 1 Factory Street, Nairobi, Kenya

2. Amazing Grace Supermarket 1 Biashara street, Kiambu Rd, Kiambu,
Kenya

3. Bansi Supermarket 5 Jambo Plaza, 3" Flr, 3rd Parklands
Ave, Tom Mboya St, Nairobi, Kenya

4, Builders Supermarket 4 Sheikh Karume Rd, Ronald Ngala,
Nairobi, Kenya

5. Carrefour Supermarket 19 Garden City Mall Nairobi, Kenya

6. Chandarana Foodplus Supermarket 27 The Hub Karen, Nairobi, Kenya

7. Choppies Supermarket 17 Sabuni Road — Kisumu Depot,
Kisumu, Kenya

8. Cleanshelf Supermarket 13 Lusaka Rd, ACL Godowns, Nairobi
Kenya

9. Day to Day Supermarket 3 Eastleigh First Ave, Nairobi City,
Kenya.

10. Eastmatt Supermarket 9 Mfangano Street, Nairobi, Kenya

11. Famcon Supermarket 3 Near Equity Bank, Kasarani Road,
Off Mwiki Road, Nairobi, Kenya.

12.  Family Choice Supermarket 2 Thiongo Road, Off Gishagi Road,
Nairobi, Kenya

13.  Fun & Shop Supermarket Kenya 3 Fourth Parklands Ave, Nairobi

14. Galnart Supermarkets 2 Captain Mungai St, Nairobi,
Kenya, Kenya

15.  Genesis Supermarkets Kenya 2 46 Flats Kawangware, Nairobi,
Kenya

16. G-Mart Supermarket 5 Githurai 45, Thika Rd,
Githurai, Kenya.

17.  Grit Supermarket 1 Shop S 2, General China Building,
Thika Rd, Nairobi

18.  Guestcare Supermarket 1 Section Three Eastleigh, Eighteenth

St, Nairobi, Kenya
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19.
20.
21.
22.
23.
24.
25.

26.

27.

28.

29.

30.
31.

32.

33.
34.
35.
36.

37.

38.
39.

Karrymart Supermarket
Kassmart Supermarket
Khetia’s Supermarket
Magunas Supermarket
Mathai Supermarket

Muindi Mweusi Supermarket

Mumtaz Supermarket

Naivas Supermarket

New Italycor Supermarket

Quickmart Supermarket

Rikana supermarkt

Safamart Supermarket Kenya

Seraben Supermarket

Skymart Supermarket

Souk Supermarket
SweetBay Supermarket
Titanic Supermarket & Bakery

Tumaini Supermarket

Twiga Mart Supermarket

Vishal Kenya Limited

Wall Mart Supermarket

11
13

84

55

12

Moi Avenue, Nairobi, Kenya
Kasarani Miki Road, Nairobi, Kenya
Kamiti Rd, Nairobi, Kenya

Panga Plaza, Embu, Kenya

Ronald Ngala St, Nairobi, Kenya
Airport N Road, Nairobi, Kenya

Major Jackson Muriithi St, Nairobi
City, Kenya

Sameer Industrial Park Road,
Mombasa Road Nairobi Kenya

Valley Arcade, Dhanjay Apartments,
Nairobi, Kenya

Quickmart Supermarket Bldg off
Nakuru/Nairobi Hwy, Menengai.
Nakuru

Jogoo Rd- Nairobi, Kenya
Kirongothi Street, Nairobi, Kenya

Hinga Dr, Nairobi, Kenya, Nairobi
County, Kenya

Panari Sky Centre, Nkrumah Rd,
Imara Daima Nairobi, Kenya

The Nextgen Mall, Nairobi, Kenya
Kiambu, Central Province, Kenya
18th Street, Nairobi, Kenya

Airport View Estate, Airport North
Rd, Viwandani, Nairobi, Kenya

Nairobi, No 20, Katko Complex, Old
Mombasa Road, Kenya

Ronald Ngala St, Nairobi, Kenya

Kawangware Market, Gathuru Rd,
Nairobi County, Kenya

Source; Kenya Yellow Pages, (2022)
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Appendix V : Kenyatta University Approval Letter

OFFICE OF THE EXECUTIVE DEAN GRADUATE SCHOOL

E-mail: dean-graduate(@ku.ac.ke P.O. Box 43844, 00100
NAIROBI, KENYA
Website: www.ku.ac ke Tel. 020-8704150

Internal Memo

FROM: Executve Dean, Graduate School DATE: 30% October 2023

TO: Mr . Duncan Ouma Ombiro REF: D58/CTY/PT/25831/2013
c/o Department of Accounting and Finance

SUBJECT: APPROVAL OF RESEARCH PROPOSAL

We acknowledge receipt of your Rescarch Proposal after fulfilling recommendations raised
by the Graduate School Board of 11t October 2023,

You may now proceed with your Data collection, subject to clearance with the Director
General, National Commission for Science, Technology & Innovation.

As you embark on your data collection, please note that you will be required to submit to
Graduate School completed Supetvision "I'racking and Progress Report Forms per semester.
The forms are available at the University’s Website under Graduate School webpage
downloads.

Also, please ensure that you publish article(s) from your thesis before submitting it to
Graduate School for examination as per the Commission for University Education and
Kenyatta University guidelines.

ANGELA KIMARU

FOR: EXECUTIVE DEAN, GRADUATE SCHOOL

CC.  Chairman, Department of Accounting and Finance

S irervisors.
i. Dr. Ambrose Jozongo
c/o Department of Accounting and Finance
Kenyatta University

2. Dr. Fredrick Ndede
c/o Department of Accounting and Finance

Kenyatta University

AR /ren
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Appendix VI: Research License

RO BRSNS

NATIONAL COMMISSION FOR
SCIENCE, TECHNOLOGY & INNOVATION

Dute of bote: 12 Decemben 2022

Univerzicy, has beem Beensed to conduct
sxd Innovation Act, 2013 (Rev.2014) in Nairobi on
PERFORMANCE OF SELECTED

License No: NACOSTIP23/31767

Direcaoe General
NATHONAL COMMISSION FOR
SCIENCE, TECHNOLOGY

NATIONAL COMMISSION FOR
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