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ABSTRACT

The study investigated the effectiveness of internal controls in preventing and detecting
financial fraud at the EAC secretariat, Arusha, Tanzania. The independent variable was the
effectiveness of the internal controls which included specifically, control environment,
control activities, information and communication and risk assessment activities while the
dependent variables were fraud detection and prevention. The study followed the model of
the Committee of Sponsoring Organizations of the Tread way Commission (COSO) in the
United States of America. Literature was reviewed based on the themes and sub themes and
the study followed a cross sectional design. A purposive, stratified, systematic random
sampling approach was used for selecting a sample of 52 respondents. Survey questionnaires,
face to face interviews and documentary reviews were used for data collection. Statistical
Package for Social Scientists and content analysis were used for analyzing quantitative and
qualitative data respectively. Validity and reliability tests were done for quality control. Chi
square tests were used to establish the relationship between the selected internal financial
controls under investigation and financial fraud prevention and detection. The study revealed
that the EAC Secretariat had established the principal components of internal control which
include control environment, information and communication, control activities and risk
assessment activities. The internal controls established were effective in preventing financial
fraud but were ineffective in detecting financial fraud in the organization under review. The
study recommended that there is need to enhance the internal controls established to
effectively detect financial fraud. However, the study only covered the EAC Secretariat and
not all the organs of the East African Community and hence the study results cannot be

generalized for the entire EAC.
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