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ABSTRACT 

The essence of internal control in financial institutions cannot be over-emphasized. This is 
vital in helping to curb the menace of financial fraud in the Nigerian banking industry. It 
enables Bank to identify and tag the available assets at their disposals. It equally avoid 
sanctions from the apex bank.  Hence, the main objective of this study is to examine the effect 
of internal control system in the growth and development of Eco bank in Nigeria (2010-
2018). The study made use of primary data from questionnaires and secondary data sourced 
from the Central Bank of Nigeria (CBN) Statistical Bulletin and the Eco Bank Annual 
statement of financial account. The computer aided package known as statistical package for 
social sciences (SPSS) technique was employed alongside its accompanied tests, like the R2 
goodness of fit test, F- statistics and the Durbin-Watson tests were obtained. The study 
results showed that internal control system has had significant and positive effect on the 
growth and development of Eco bank in Nigeria. The study therefore recommended that 
adequate fund should be set aside and channeled towards training of the staff so as to sustain 
the growth and development that has been attained at present. Likewise, that measures 
should be put in place to ensure that modern equipment and facility are continuously 
acquired to sustain the feat attained so as guard against fraud and its consequences in the 
bank. 
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   CHAPTER ONE 

   INTRODUCTION 

1.1       Background to the Study 

Advancement in information and communication technology (ICT) has altered completely 

the mode and manner of operating and managing businesses and organizations all across 

the length and breadth of the entire world. Computerization in Nigeria banking industry 

was introduced first in the 1970s by Society General Bank Nigeria Limited. Mid 1990 

few banks that were computerized adopted the Local Area Network[LAN] within the 

bank branches and have with time advanced. Many of these advancements in ICT in a 

way were rooted in the quest for viable solutions to existing problems and challenges. The 

idea of internal control system was basically an offshoot of impending and existing 

challenges with regard to fraudulent acts uncovered in many organizations both in private 

and public enterprises alike. 

In the meantime, the survival of any organization depends on the effective and efficient 

utilization of resources (financial and non-financial) at the disposal of the organization. 

Hence, to optimize the utilization of resources entrusted to all employees in an 

organization, various form of control are put in place by management of the organization, 

among these major controls are internal control and internal audit to mention a few, 

(Eniola&Akinsulore, 2016). 

According to Kirsch, (2010) Internal control can be defined as a set of mechanism 

designed to motivate an individual or a group towards achievement of a desired objectives 

while, Ouchi, (2010) stated that internal control must be able to achieve the objective of 

bringing about cooperation among people with divergent objectives in an organization. 

Similarly, International Standard on Auditing, (ISA 400) defines internal control as all 
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policies and procedure adopted by the management of an entity to assist in achieving the 

primary objectives of the management by make sure the business is conducted in the most 

possible efficient way and also ensuring strict adherence to management policies, 

safeguarding of asset, prevention and detection of fraud and timely preparation of reliable 

account. Furthermore, internal control is the method employed to ensure the achievement 

of growth and developmental objectives of the organization. Internal controls are policies, 

procedures, practices and organizational structures implemented to provide reasonable 

assurance that an organization’s business objectives will be achieved and undesired risk 

events will be prevented or detected and corrected, based on either compliance or 

management initiated concerns(Awe, 2010). 

Most of the financial institutions in Nigeria have embraced modern technology in their 

modus operandi especially with the introduction of the electronic banking (e-banking) 

system. This has revolutionized banking operation in Nigeria so much that the long 

queues that use to be the vogue in many of these banks have been greatly cut down to the 

barest minimum with the e-channel operations like the ATM and the online fund transfer 

payment system.  

Eco bank is one of the banks licensed to operate in Nigeria, which has embraced the use 

of modern technology in its dealing with her customers. Eco bank Nigeria is a member of 

Eco bank, the leading independent pan-African bank, with headquarters in Lome and East 

Africa. Eco bank, which was established in 1985, has grown to a network of over 1000 

branches, employing over 5,000 people, with offices in 32 countries.  

The bank began operation in 1986, it operates as a universal bank, providing wholesale, 

retail, corporate, investment and transaction banking services to its customers in the 

Nigeria market. For the Eco bank, internal control system has been one of the ways of 

evaluating the performance of the management in Eco bank Nigeria plc. As such, this 
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study intends to examine the effects of Internal Control System on the Growth and 

Development of Eco Bank Nigeria Limited (2010 - 2018). 

 

1.2 Statement of the Problem 

Every organization that is viable seeks to grow and develop. The Eco bank as one of the 

leading banks in Nigeria still desire to experience rapid growth and development in its 

operations and in her quest for customer satisfaction and to the stakeholders’ benefits. As 

I (the researcher) rightly observed is an offshoot of advancement in ICT which changed 

the mode of doing businesses in Nigeria. 

Some of the challenges associated with the banking industry are high frequency of fraud, 

embezzlement, overcharging, manipulation, missing files and ledger cards and other 

banking malpractices which management and shareholders alike have been brainstorming 

on how best to tackle and at the same time handle the adverse situation. The Eco bank is 

not also exempted from this negative experience, hence the introduction of the internal 

control system to help checkmate the menace of unpalatable experience in the banking 

operation.  

According to Ndamenenu, (2014) internal controls only provide reasonable assurance, not 

absolute assurance. This is because it is people who operate the internal controls, 

breakdowns can occur, human error, deliberate circumvention, management override, and 

improper collusion among people who are supposed to act independently can cause 

failures of the internal control to achieve the objectives.It is against this backdrop that this 

study seeks to examine the effects of Internal Control System on the Growth and 

Development of Eco Bank Nigeria Limited between 2010 and 2018 
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1.3 Objectives of the Study 

The broad objective of this study is to examine the effects of internal control system on 

the growth and development of Eco-Bank Nigeria Limited. Specifically, the study seeks 

to; 

i. Determine how   internal control system will prevent Eco bank from sanctions and 

operate within the laid down ethics of business by Central bank Nigeria. 

ii. Examine the effect of investment in staff training as users of the internal control 

system on the growth and development of Eco-bank Nigeria Limited. 

iii. Investigate the significant effect of internal control system in the form of 

investment in information and communication technology (ICT) on the growth 

and development of Eco bank Nigeria Limited. 

iv. Determine the effects of internal control on the organizational performance of the 

financial institution 

v. Recommend ways that internal control system can be used effectively to achieve 

organizational goals. 

1.4    Research Questions 

i. To what extent does internal control affect the growth and development of 

            Eco bank? 

ii. To what extent does training of internal control affect the growth and development 

of Eco bank? 

iii. To what extend will ICT affect the growth and development of Eco bank? 

iv. What will be the effect of the weakness of internal control on the profitability of 

the organizations. 



5 
 

1.5 Research Hypothesis 

The hypotheses that shall guide this study are as follow: 

Hypothesis I 

HO: There is no relationship between investment in staff training and the growth and 

development of Eco-bank Nigeria Limited 

H1: there exist relationship between investment in staff training and the growth and 

development of Eco-Bank Nigeria Limited 

Hypothesis II 

HO: There is no significant effect of the investment in information and communication 

technology (ICT) on the growth and development of Eco-bank Nigeria Limited 

H1: There is significant effect of the investment in information and communication 

technology (ICT) on the growth and development of Eco-Bank Nigeria Limited 

Hypothesis III 

HO: Weakness in internal control system does not lead to frauds in Eco-Bank Nigeria 

Limited 

H1: Weakness in internal control system leads to frauds in Eco-Bank Nigeria Limited 

Hypothesis IV 

HO: There is no significant relationship between internal control system and the growth 

and development of Eco-Bank Nigeria Limited 

H1: There is significant relationship between internal control system and the growth and 

development of Eco-Bank Nigeria Limited 
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1.6 Significance of the Study 

A study that examines the effects of Internal Control System on the Growth and 

Development of Eco Bank Nigeria Limited should be considered very important and apt. 

It shall be of great benefits to the management of the Eco bank Nigeria Limited in order to 

deal extensively with effect of internal control on the bank performance and this will 

eventually lead to high productivity in the bank and also prevent fraud within the 

organization.  

To managers of the bank and individuals, this study would assist them in the area of 

identifying the effect of internal control on organizational performance and its 

consequences. As for managers in all organization within the country, the result of this 

research will help them to reduce the level of risk and fraud within their organization so 

as to increase the confident level of their shareholders. Managers ensure that as goods and 

services are produced, machines or other equipment are properly used so any 

malfunctions can be avoided. Improper usage of company assets can create downtime if 

goods have to be re-produced because of product defects. 

Moreover, the study will be more relevant to management and social science students 

because they will be exposed to the effect of internal control on organizational 

performance and not only that it would also serve as an eye opener to the fact that as 

managers, there are lots of issue relating to internal control within the organization which 

if left unattended to will jeopardized organizational goal of the company. 

The study will also attempt to contribute to the available literature or researches that will 

serve as a guide for organizational staff in order to prevent fraud and risks within the 

organization.Policy makers would also benefit from this study in formulating policies 

relating to the effect of internal control on organizational performance. 
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1.7     Scope of the Study 

This study examines the effects of Internal Control System on the Growth and 

Development of Eco Bank Nigeria Limited between 2010 and 2018. However, our focus 

is on the period between 2010 and 2018, the choice of these periods can be said to be 

purposively done by the researcher to allow for proper scrutiny and investigation into 

what has been the significant effect of the introduction of the internal control system to 

the overall activities of Eco bank, Nigeria Limited. That is, what has changed since the 

introduction of the internal control system of the bank in terms of growth and 

development of the bank? 

Besides, in this study also, the growth and development of the Eco bank proxied by 

performance in terms of profit, shareholders dividends, customers’ satisfaction etc. serves 

as the dependent variable, while the independent variable shall be internal control 

system.It is expected that with the introduction of the internal control system in the bank, 

it should intuitively improves the bank’s profitability and shareholders dividends 

alongside. 

 

1.8      Limitations of the Study 

This study is on effects of Internal Control System on the Growth and Development of 

Eco Bank Nigeria Limited between 2010 and 2018. This study is limited to Eco bank, 

Nigeria Limited and it is intended to cover the period so chosen i.e. between the periods 

2010 to 2018. The choice of the bank is borne out of the interest of the researcher. In the 

course of this work, encountered challenges and constraints which include; restricted 

access to required data and distance constraints and barriers were some of the challenges 

encountered in the course of conducting this research. However, these posed no serious 

problems for the data collected and the validity of research outcomes.  
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CHAPTER TWO 

REVIEW OF RELATED LITERATURE  

2.1          Introduction  

This chapter reviewed related literatures that have close link to the subject matter under 

study. The following concepts were discussed in this chapter. 

Managementresponsibilities, The effect of staff training on Eco bank, the effect of 

internal control system on the bank, and strategies using internal control to achieve 

organizational goals. The chapter also reviewed empirical studies and theoretical 

framework. This study adoptedrelevant theories and concludes with a summary. 

 

2.2 Conceptual  Framework 

This sub–section conceptualizes the dependent and independent variable of the study. The 

concept ofinternal control and achievement of organizational goals and objectives. 

According to Millichamp (2012) Internal Control System is defined as the whole system 

of controls, financial and otherwise, established by the management in order to carry on 

the business of safeguard the assets and secure as far as possible the completeness and 

accuracy of the records. He further analyzed the redefinition as follows; i. the whole 

system: internal control can be seen as a whole or single system. The whole is more than 

the sum of parts. ii. Financial and otherwise: the distinction is not important. Perhaps the 

financial would include the use of control accounts and otherwise may include physical 

access restrictions to computer terminals.  iii. Established by Management: internal 

controls are established by management, either through consultant (external) or internal 

through internal audit. iv. Ensure Adherence to Management Policies: management has 

express policies such as budget and the adherence of budget can be achieved through the 
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procedures such as variance analysis. v. Safeguard Assets: allowing assets to be stolen or 

broken is unacceptable and procedures are always put in place to safeguard assets. vi. 

Secure completeness: to check that transactions are duly recorded, checking that all goods 

leaving the factory must have a delivery not attached to it.  

Besides, Alan (2015) also defined internal control as the integration of the activities, 

plans, attitudes, policies, and efforts of the people of an organization working together to 

provide reasonable assurance that the organization will achieve its objectives and mission. 

All the above definitions of internal control systems have identified the main objectives of 

internal controls to be the assurance that organizational resources will be put to economic, 

efficient and effective use in order to achieve the objectives for which the organization 

was set up. The term internal control encompasses all the methods, procedures and 

arrangements adopted within an organization to ensure as far as possible the safeguarding 

of assets, the completeness, accuracy and liability of the accounting records and the 

promotion of operational efficiency and adherence to management policies (Okai, 2016). 

In line with this,Kirsch (2013) put forward that internal control system can be defined as a 

set of mechanism designed to motivate an individual or a group towards achievement of a 

desired objectives (Kirsch, 2013). Ouchi (2012) was of the view that internal control must 

be able to achieve the objective of bringing about cooperation among people with 

divergent objectives in the organization. Furthermore, Cahill (2016) defines internal 

control as a system of internal administrative efficiency which often leads to design of a 

system that will enhance financial check and balance which will support corrective 

actions intended by the management of the organization and will ensure the primary goal 

of the organization is achieved. Similarly, Transparency International (2016) reported that 

internal controls are control developed by organization to generate transparency and avoid 

corruption. Transparency International (2010) further stated that corruption usually arise 

as a result of abuse of public office for private gains. Examples includes; Bribery: 
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kickbacks and embezzlement of public funds. International Standard on Auditing (ISA 

400) defines internal control as all policies and procedure adopted by the management of 

an entity to assist in achieving the primary objectives of the management by ensuring that 

the business is conducted in the most efficient way possible and also ensuring strict 

adherence to management policies, safeguarding of asset, prevention and detection of 

fraud and timely preparation of reliable account records. 

In the words of Okozie (2014)” internal control is the whole system of controls, financial 

and otherwise, established by the management in other to carry on the business of the 

enterprise in an orderly and efficient manner, ensure adherence to management policies, 

safeguard the assets and secure as far as possible the completeness and accuracy of the 

records”. A sound internal control system should provide the platform for recording and 

processing transactions in such a way that it forms adequate basis for the preparation of 

the financial statement. An efficient internal control system involves a clear definition and 

segregation of duties for various employees or groups within a company. The intent of 

separating the duties is to protect against fraud, waste, abuse and mismanagement of 

resources. Effective internal control helps to assure the accuracy of reports to 

management and the various supervising bodies (in the case of banks). 

According to Asuquo (2015) “Internal control is made up of internal checks, internal 

audit, accounting controls and other forms of control such as budgetary and physical 

control”. Okozie (2014) posited that “the primary responsibility for the maintenance of 

the effective internal control rest with the management of any enterprise”. Management 

responsibilities are normally discharged by: 

v Installation of an effective accounting system; 

v Ensuring that employees understand relevant codes of conduct. 

v Monitoring relevant legal requirements and ensuring that operating procedures and 

conditions meet these requirements. 
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v The establishment of an independent Internal audit function. 

v The appointment of an audit committee where appropriate. 

According to Van Creveld (2015), internal control has further been defined as a process 

effected by an organization’s structure, work and authority flows, people and management 

information systems, designed to help the organization accomplish specific goals and 

objectives. It is a means by which the organization’s resources are directed, monitored 

and measured, it plays an important role in preventing and detecting fraud and protecting 

the organization’s resources both physical machinery and property and intangible (e.g. 

reputation, intellectual property such as trademarks and patents).  

In 2013, Hightower defined internal controls as “program of activities established to catch 

and monitor a potential exposure that could result in a significant error, omission, 

misstatement, or a fraud”.  

“Turnbull Report” from 1999 was created by London’s stock exchange. It was later re-

vised and updated by Turnbull Review Group established by Financial Reporting Council 

(FRC). They define internal control as follows (Chambers and Rand, 2014):  

“An internal control system encompasses the policies, processes, tasks, behaviors and 

other aspects of a company that taken together: 

i. facilitate its effective and efficient operation by enabling it to respond appropriately to 

significant business, operational, financial, compliance and other risks to achieving the 

company’s objectives. This includes the safeguarding of assets from inappropriate use of 

from loss and fraud, and ensuring that liabilities are identified and managed;  

ii. Help ensure the quality of internal and external reporting. This requires the 

maintenance of proper records and processes that generate a flow of timely, relevant and 

reliable information within and outside the organization;  
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vi. Help ensure compliance with applicable laws and regulations, and also with 

internal policies with respect to the conduct of business.”  

However, most common definition is by Committee of Sponsoring Organizations of the 

Treadway Commission (COSO). The committee is a joined initiative of five organizations 

which are American Accounting Association, the American Institute of Certified Public 

Accountants, Financial Executives International, Institute of Internal Auditors, and 

theInstitute of Management Accountants. It is dedicated to providing thought leadership 

through the development of frameworks and guidance on enterprise risk management, 

internal control and fraud deterrence (Coso.org, 2017).  

COSO’s Internal Control-Integrated Framework is widely recognized internationally, and 

part of its recommendations was used in Sarbanes-Oxley Act in 2002. According to High-

tower (2008), every internal control manual refers to those two. COSO defined internal 

control as “process, affected by an entity’s board of directors, management, and other 

personnel, designed to provide reasonable assurance regarding the achievement of 

objectives relating to operations, reporting, and compliance” (Everson, 2013). Although 

many definitions of internal control exist, internal control is mostly “concerned with 

authority management tools that help to control processes and achieve enterprise goals” 

(Lakis&Giriunas, 2013. 

In the words of Okozie (2016)” internal control is the whole system of controls, financial 

and otherwise, established by the management in other to carry on the business of the 

enterprise in an orderly and efficient manner, ensure adherence to management policies, 

safeguard the assets and secure as far as possible the completeness and accuracy of the 

records”. A sound internal control system should provide the platform for recording and 

processing transactions in such a way that it forms adequate basis for the preparation of 

the financial statement. An efficient internal control system involves a clear definition and 

segregation of duties for various employees or groups within a company. The intent of 
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separating the duties is to protect against fraud, waste, abuse and mismanagement of 

resources. Effective internal control helps to assure the accuracy of reports to 

management and the various supervising bodies (in the case of banks). 

According to Asuquo (2012) “Internal control is made up of internal checks, internal 

audit, accounting controls and other forms of control such as budgetary and physical 

control”. Okozie (2013) posited that “the primary responsibility for the maintenance of 

the effective internal control rest with the management of any enterprise”. Management 

responsibilities are normally discharged by: 

v Installation of an effective accounting system; 

v Ensuring that employees understand relevant codes of conduct. 

v Monitoring relevant legal requirements and ensuring that operating procedures and 

conditions meet these requirements. 

v The establishment of an independent Internal audit function. 

v The appointment of an audit committee where appropriate. 

According to Van (2011), internal control has further been defined as a process effected 

by an organization’s structure, work and authority flows, people and management 

information systems, designed to help the organization accomplish specific goals and 

objectives. It is a means by which the organization’s resources are directed, monitored 

and measured, it plays an important role in preventing and detecting fraud and protecting 

the organization’s resources both physical machinery and property and intangible (e.g. 

reputation, intellectual property such as trademarks and patents). At the organizational 

level, internal control objectives relate to reliability of financial reporting, timely feedback 

on the achievement of operational or strategic goals and compliance with laws and 

regulations. At the specific transaction level, internal control refers to the action taking to 
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achieve a specific objectives e.g. how to ensure the organization’s payment to third parties 

are for valid services rendered. A system of effective internal control is a critical 

component of bank management and a foundation for the safe and sound operation of 

banking organizations. A system of strong internal control can help to ensure that the 

goals and objectives of a banking organization will be met, that the bank will achieve long 

term profitability targets and maintain reliable financial and managerial reporting. Such a 

system can also help to ensure that the bank will comply with laws and regulations as well 

as policies, plans, internal rules, procedures, and decrease the risks of unexpected losses 

or damage to the bank’s reputation. Internal control are policies, procedures, practices and 

organizational structures implemented to provide reasonable assurance that an 

organization’s business objectives will be achieved and undesired risk events will be 

prevented or detected and corrected, based on either compliance or management initiated 

concerns (Awe,2011).  

The institute of Chartered Accountants of England and Wales (ICAEW), defines internal 

control as the whole system of controls, financial or otherwise, established by 

management in order to carry on the business of an enterprise in an orderly and efficient 

manner, ensure adherence to management policies, safeguard the assets and secure as far 

as possible, the completeness and accuracy of the records. Mayo (2011) defined it as a 

measure taken by an organization for the purpose of protecting its resources against 

wastes, fraud, inefficiency; ensuring accuracy and reliability in accounting and operating 

data; securing compliance with organization policies and evaluating the level of 

performance in all the divisions of the organizations. From these definitions, it can be 

deduced that internal control comprises the plan of an organization and all of the 

coordinate methods and measures adopted within it, to safeguard its assets, check the 

accuracy and reliability of its accounting data, promote operational efficiency and 

encourage adherence to prescribed managerial policies. Internal control objectives are 
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channeled towards ensuring adherence to managerial policies and achieving 

organizational goals in general. 

Internal control and its role in organization  

The most holistic view on the role of the internal control in organization or enterprise is 

presented by the internal control framework. It connects definition and main components 

of internal control. In this research, the role of internal control is represented by the 

Internal Control Framework developed by COSO. COSO Framework is the most widely 

recognized and implemented. Moreover, it is also well developed, being published al-

ready in the year 1992 and recently updated in 2013. Therefore, it gives comprehensive 

knowledge on the subject.  

Other known frameworks exist: CoCo (Criteria of Control) by the Canadian Institute of 

Chartered Accountants (CPA Canada); The Turnbull Report by The Financial Reporting 

Council in UK and J-SOX by Business Accounting Council of the Japanese Financial 

Services Agency. They are not so popular worldwide and tend to be mostly implemented 

in their countries of origin. (Graham, 2015 & Schell, 2012) How-ever, their objectives 

and framework for internal control are typically similar. 

The role of internal control is to help the organization achieve specific goals or objectives. 

COSO Framework’s role is to drive internal controls and to allow the realization of these 

goals using improved organizational performance and governance. Therefore it is vital 

that all structures comply with internal control principles. Principles must also be relevant 

to the organization. Only in this way the value-adding internal control is created. 

Key benefits of implementing internal control are increased efficiency of operations and 

management of risks. However, management will also be supported by (Uzun, 2013) 

 



16 
 

i. application of standardized procedures, rules, and regulations;  

ii. Securing entity’s current assets;  

iii. Providing reliable financial reporting;  

iv. Ensuring compliance with laws and regulations;  

v. Elimination of income or resource losses;  

vi. Goal-oriented and accurate decision making;  

vii. Identification and prevention of fraud  

Inadequate internal control systems would be an impediment that slows down the 

company. It is important that during the development of internal controls, it is responding 

to specific and main risks. It must also be cost efficient and comprehensive, as well as 

consistent and well understood by all employees (Mosher, 2012).  

Internal control is part of basic instruments of enterprise control that allows companies to 

achieve an advantage over others in their industry. According toLakis&Giriunas (2012), 

only effective internal control can give potential to achieving goals and tasks. It does so 

by risk control and the ability to perceive and eliminate threats. Internal control is a 

source of security in the ever-changing business environment rather than just financial 

control. Therefore, it should be well implemented, monitored and constantly updated in 

an organization.  

History of Internal Controls  

Internal control is tracked back to “The Earliest Times – The Babylonian and Egyptian 

Eras” (Lee, 1971). There is evidence of application of internal control also found in 

Roman and Greek empires, Dark Ages, Middle Ages and in Sixteenth and Seventeenth 

Century. (Lee, 1971). According to Hackett and Mobley (1976) between 1500 and 1850, 

internal control was used through the development of double-entry accounting. This 

continued to be used only as control system for cash transactions until 1905. 
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Industrial Revolution and ever-growing size of corporations made its mark especially in 

the period between 1905 and 1933. Then it became evident that the extent of auditing and 

testing being done in accounting systems needed to be based on “evaluation of the 

effectiveness of the system of internal control” (Hackett& Mobley, 1976). 1929 stock 

market crash was factored by bad financial reporting practices and a poor quality of 

audits. The perceived legal liability of the auditor who reviewed systems of internal 

control of clients sustained rapid development of internal control (Hackett& Mobley, 

1976). 

In 1940 the word “control” was introduced to what was previously called “internal 

check”. (Hackett & Mobley, 1976) This decade also witnessed the development of first 

internal control definition by the American Institute of Certificated Accountants (AICPA) 

in 1949. Internal control was defined as “a plan and other coordinated means and ways by 

the enterprise to keep safe its assets, check the covertness and reliability of data, to 

increase its effectiveness and to ensure the settled management politics” (Lakis&Giriunas, 

2012).  

After 1949, internal control has been updated constantly. Another breakthrough came 

with the political turmoil of Watergate and the subsequent adoption of 1977 Foreign 

Corrupt Practices Act (FCPA). It affected the financial management of companies 

responsible for internal accounting controls.  

As Moeller (2011) summarizes it “FCPA was a strong set of corporate governance rules, 

and because of the FCPA, many boards of di-rectors and their audit committees began to 

actively review the internal controls in their enterprises”. However, despite the adoption 

of FCPA, there was no unified definition of internal control at the time. Despite the 

expectations of many, there were no additional regulations afterwards. FCPA raised 

awareness for the need of good internal control among enterprises. However, there was no 
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knowledge of what good internal controls actually meant. There were no standards 

concerning the application, reporting or quality of internal controls in companies.  

To answer the problem AICPA released a series of Statements on Auditing Standards 

(SAS) on internal control audit standards in the first half on 1980’s. It standardized the 

terminology and defined internal control concepts. In the same time, The National Com-

mission on Fraudulent Reporting (called later Treadway Commission) was working on 

and issued a report that identified “factors that allowed fraudulent financial reporting” 

(Moeller, 2013). Those factors were a reason behind enterprise failures, high inflation and 

high-interest rates that dominated US economy in 1970’s and 1980’s. The same report 

gave recommendations to “management, boards of directors, the public accounting 

profession, and others” (Moeller, 2013) on elements of internal control. They also 

identified the lack of consistent definition of internal control as a threat. There-fore 

Committee of Sponsoring Organizations (COSO) which oversees Tread way Commission 

set out to find the definition of internal controls. It became a recognized standard for 

effective internal control (Moeller, 2013). The framework was re-released again in 2013, 

to capsulate changes in business and operating environments. In 2002, Sarbanes-Oxley 

Act (SOX) was released as a response to the major corporate and accounting scandals. 

They resulted in collapses of companies like Enron, WorldCom, Ahold, Parmalat(Lakis, 

2012) and shook investors’ confidence. Creation of this act brought the regulation of 

financial practice and corporate governance. It had a major impact on businesses 

worldwide. Moreover, Section 404 of the law mandates the use of COSO framework in 

annual evaluations of internal controls implemented in companies.  

According to Hightower (2014) “Every internal control manual today, refers to the 

Committee of Sponsoring Organizations of the Treadway Commission (COSO) Frame-

work and the Sarbanes-Oxley Act (SOX).”  
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Internal Audit and Internal Control in an organization  

Internal audit and internal control may seem similar at the first look. Both departments 

work towards improvements of processes and fulfilling the organization’s goals and 

objectives. Internal audit assists to manage risks, and internal control performs audits. 

“They both use auditing technique and analytical tools to assess and evaluate the business 

environment” (Hightower, 2014). Even historically, internal audit and internal control 

have been developing similarly and have been mainly connected with checking of 

accounts.  

Although, the final goal is same, internal audit and internal control are different regarding 

the functional level. They also differ in the degree of independence, responsibility and 

reporting level in the organizational structure. They have different frequencies and reach 

of their activities.  

Internal audit is “a function, while internal control is a system”, it means that “internal 

audit assesses the effectiveness of controls put in place to mitigate risks” (Manoukian, 

2016). Therefore, internal audit is not responsible for identifying risks or putting controls 

in place. However, internal audit can assist in this process by its consulting activities. It 

assesses the viability of solutions and processes that internal control has developed. It is a 

role of internal control to identify risks relevant to operations and development of reliable 

controls.  

“Internal control differs from internal audit in that it is not just about assessing and 

evaluating a company’s compliance posture in an oversight capacity, but the internal 

control function needs to be a proactive participant in defining, documenting, 

communicating, educating, testing, and supporting the company’s operational and 

financial goals and objectives.” (Hightower, 2014)  
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One of the most important and biggest differences between those two concepts is in the 

organizational structure. Internal audit is independent of the organization’s management, 

usually reporting to the Board of Directors or Audit Committee. Internal audit is also 

responsibility of Internal Auditor.  

On the other hand, internal control is developed in cooperation with and for the 

operational management. Therefore the operational management is responsible for the 

adequate implementation and use of the controls on an everyday basis. (Manoukian, 

2016) Another difference is in frequency. As said before internal controls are used on an 

everyday basis in all departments it has been developed for. Internal audit is performed at 

various times, and in different departments at the time. Roles of internal audit and internal 

control are well presented by the concept of “Three Lines of Defense Model”. This model 

is a representation of how different specialties and teams can effectively and efficiently 

cooperate for the risk management.It recognizes three lines or groups of specialties. They 

all have different responsibilities in the organization’s risk management and control. All 

distinctive groups also serve and report to various stakeholders.  

In the first line of defense, there are Management Controls and Internal Control Measures. 

They refer to the operational management of the organization. Operational management 

owns risks, manages risks and implements internal controls processes for everyday use. It 

is a natural first line of defense. Internal control and risk management activities are 

designed for operational systems and processes of the organization (Sun, 2013; IIA, 

2013). 

In the second line of defense, there are Financial Control, Security, Risk Management, 

Quality, Inspection, and Compliance. It is composed of multiple functions, which are 

established by management. They ensure that the first line of defense is well designed, in 

the right place and functioning well. They also oversee risks and permanent controls. 
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They are management functions by nature, but they already have some degree of 

independence from the first line (Sun, 2013; IIA, 2013). 

In the third line of defense, there is Internal Audit. Internal audit provides the most 

comprehensive assurance about controls, risk management and governance based on the 

highest level of objectivity and independence. (Sun, 2013; IIA, 2013)  

The first andsecond lines of defense are reporting to the Senior Management, while 

Internal Audit is reporting to the governing body. Internal audit function will also provide 

recommendations to the Senior Management to improve inaccurate processes or to fix 

errors. Internal Audit is also more independent than the second line of defense and even 

more than the first line of defense. In this way, it is fostering professionalism and honest 

reporting on the state of processes in an organization.  

In the model, External Auditors and Regulators are added. They represent other forces 

that will have an influence on governance and controls used in an organization. They play 

a major role by setting the requirements especially in heavily regulated industries such as 

financial service or insurance. (IIA, 2013) They represent laws, regulations, and 

recommendations that will affect both internal audit and internal control. 

2.3 Theoretical Framework 

a) Stakeholder’s Theory  

According to Friedman (2014) stakeholder theory emphasizes that some individual or 

group are very important for the survival of the organization. This explanation is seen as 

organization oriented explanation, but in an earlier research Friedman reported that 

stakeholder theory refers to any group or individual who can affect or who is likely to be 

affected by the achievement of the organization objective. Friedman (2014) supported 

these in his definition of the stakeholders theory was more balance and covers a wider 
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area than those of the Stanford Research Institute (SRI) (2012) which defined the theory 

simply as those people who, without their support and ideas, the organization would not 

exist. They further stated that Friedman definition was wider because it included 

individuals outside the firm and other groups that may consider themselves as the 

stakeholders in the organization without the firm acknowledging them to be so. The 

stakeholders in most organizations usually include shareholders, employees, customers, 

lenders, suppliers, local charities and interest group etc.  

b) Stewardship Theory  

Davis (2013), defined stewardship theory as the process where stewards protect and 

maximize shareholders wealth through improved firm’s performance, because by doing 

so, the stewards recognize, that his utility function is maximized. This, stewardship theory 

refers more to the manager and chief executive as the main individual responsible for the 

stewardship function in the organization. In another, definition, Block (2014) reported 

that the stewardship role is depicted with service to the firm over self-interest; he further 

established that organization and individual role can be easily achieved by honoring the 

stewardship relationship and treating followers like owners and partners. 

 

c) Institutional Theory  

According to Williamson (2015), institutional theory emphasis that without institutions 

and markets, firm existence would have been impossible and transaction could never have  

begun. Conventionally, institutions are defined as what people regard or do not regard as 

acceptable and which often form the framework in which any action finds its legitimacy. 

Similarly, Karishna (2015) made similar conclusion, in their study, when they established 

that the environment often recognize and empower institution to award firm or withdraw 
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from firm resources such as legitimacy. Institutional tenets are usually achievable when 

the business complies strictly with high level of regulations. This theory also emphasized 

that organization are not just places were goods and services are produced but are also 

custodian of social and cultural system. A major researcher on the institutional theory is 

Dimaggio (2015) who define institutional theory as those organization that are in 

aggregate, constitute a recognized area of the institutional Life. 

Several scholarly works have been carried on internal control system in organizations; a 

few of these are reviewed thus: Joseph (2015) conducted a study on Effect of Internal 

Control on Fraud Detection and Prevention in District Treasuries of Kakamega County. 

Purposive sampling method was used to select Treasury Staffs while simple random 

sampling method was used to select Heads of Departments to respond to the data 

collection instruments. The study used closed ended questionnaires designed for treasury 

staff and their clients and was administered by the researcher though drop and pick 

method. Key respondents were Senior Treasury Staffs and Heads of Departments in 

Kakamega County. Data collected was analyzed using both descriptive and inferential 

statistics using Statistical Package for the Social Science (SPSS). Reliability and Validity 

of data collection instruments was ascertained through the test-retest method. Findings of 

the study revealed that there was a statistically significant and positive relationship 

between the adequacy of internal control systems and fraud prevention and detection in 

district treasuries in Kakamega County. The study recommends that effective and 

efficient internal control policies and procedures should be put in place to prevent and 

detect fraud within district treasuries and other institutions. 

A study by Shabiri (2013) investigates the effect of internal control systems on 

cooperative profitability. Internal control is described by Committee of Sponsoring 

Organizations of the Tread way Commission (COSO) Framework, which is limited to 

Control Environment, Risk Assessment, Control Activities, Information and 
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Communication, and Monitoring. This study was conducted using a qualitative approach, 

where a case study method was applied. Data were collected through interview sessions 

and documentary evidences. From the findings of study, it was concluded that the internal 

control systems applied in KoperasiPekanRabuAlorSetarBerhadcan be considered 

effective and satisfactory. This was based on the implementation of all components of 

internal control systems, as described by the COSO Framework within the cooperative. 

However, financial losses occurred in the cooperative, caused by inefficient cost control 

and not due to weak internal controls. Profitability can be improved with a new 

development plan as well as implementation of effective internal control systems within 

the cooperative. Good or strong internal control systems would have an effect on the 

cooperative’s profitability as well as help the stability and growth of the cooperative 

movement in Malaysia. 

A similar study by Ojua (2016) on Internal Controls and Fraud Prevention in Non-profit 

Organizations: A Survey of Selected Churches in Lagos, Nigeria examines the importance 

of internal controls in the operation of churches in Nigeria. This research is driven by the 

arguments that non-profit organizations particularly the ecclesiastical arm, lack internal 

control as a result they end up failing in their responsibilities. Different scholars are of the 

opinion that internal controls play a vital role in preventing the misapplication of 

resources. The research was designed to investigate the issue of controls and frauds by 

assessing whether churches have effective internal controls and if such can prevent fraud. 

This was done by obtaining information through questionnaires from one hundred (100) 

randomly selected respondents who are church workers, from which hypotheses were 

formed, and relevant statistical tools applied and conclusion derived that internal controls 

are in place in the administration of churches but only few of them have experienced staff 

knowledgeable about controls. It is noted that internal controls in these churches are based 

on trust and not on the basic accounting principles hence they are not in a position to 
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maximize the effectiveness of internal controls to their advantage. This study would be of 

benefit to churches as it would provide a guideline upon which their assets will be 

secured. Based on the findings, the study concludes that despite the trace of internal 

control in place, churches need to work particularly on the authorization and personnel 

controls to avoid incidence of fraud. 

Dixol (2010) said that appropriate performance measures are those which enable 

organizations to direct their actions towards achieving their strategic objectives. Kotey 

(2010) contend that performance is measured by either subjective or objective criteria, 

arguments for subjective measures include difficulties with collecting qualitative 

performance data from small firms and with reliability of such data arising from 

differences in accounting methods used by firms.  

Whittington (2011) found out that the objective performance measures include indicators 

such as profit growth, revenue growth, return on capital employed. Financial consultants 

Stern Stewart and Co. created Market Value Added (MVA), a measure of the excess 

value a company has provided to its shareholders over the total amount of their 

investments (John and Morris, 2011). This ranking is based on some traditional aspects of 

financial performance including: total returns, sales growth, profit growth, net margin, 

and return on equity.  

Dwivedi (2012) however, mentions other financial measures to include value of long-term 

investment, financial soundness, and use of corporate assets.  

John (2011) mentions accounting based performance using three indicators: return on 

assets (ROA), return on equity (ROE), and return on sales (ROS). Each measure is 

calculated by dividing net income by total assets, total common equity, and total net sales, 

respectively.  
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Mawanda (2014) conducted a research on effects of internal control systems on financial 

performance in institution of higher learning Uganda. In his study he investigated and 

sought to establish the relationship between internal control systems and financial 

performance in an Institution of higher learning in Uganda. Internal controls were looked 

at from the perspective of Control Environment, Internal Audit and Control Activities 

whereas Financial performance focused on Liquidity, Accountability and Reporting as the 

measures of Financial performance. The Researcher set out to establish the causes of 

persistent poor financial performance from the perspective of internal controls. The study 

established a significant relationship between internal control system and financial 

performance. The investigation recommends competence profiling in the Internal Audit 

department which should be based on what the University expects the internal audit to do 

and what appropriate number staff would be required to do this job. The study therefore 

acknowledged role of internal audit department to establish internal controls which have 

an effects on the financial performance of organizations. 

 

2.4  Components of Internal Control  System 

Most of the internationally accepted standards and best practices in internal control have 

classified internal controls into five components namely:  

Control Environment:The control environment sets the tone of an organization, 

influencing the control consciousness of its people. It is the foundation for all other 

components of internal control, providing discipline and structure. Control environment 

factors include the integrity, ethical values and competence of the entity’s people; 

management’s philosophy and operating style; the way management assigns authority and 

responsibility, organizes and develops its people; and the attention and direction provided 

by the board of directors (COSO, 2011). In an empirical study by Valentine (2012), a 
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positive association was found between ethical environment and employee organizational 

commitment. Based on a sample of 304 young working adults, Valentine (2011) found 

that ethical environment was positively and significantly associated with the level of 

employees’ organizational commitment. Furthermore, in a recent study, Kizirian (2014) 

studied audit papers of 60 information systems audit engagements and found that the 

ethical tone of the audit clients’ management has a significant impact on the strength of 

their security controls. 

Risk Assessment and Management: Risk assessment is the identification and analysis of 

relevant risks which can impair the achievement of objectives, forming a basis for 

determining how the risks should be managed. Because economic, industry, regulatory 

and operating conditions will continue to change, mechanisms are needed to identify and 

deal with the special risks associated with change. According to the IIA-PFF (1999), risks 

are assessed in order to determine the likelihood of an event occurring, the impact, and 

risk tolerance level. Once identified the risks are then classified as high, medium and low. 

Based on the accuracy of the assessment, risk tolerance level can then be determine. In 

order to determine whether risk management are effective, relevant risk information 

should be captured and communicated in a timely manner across the organization, 

enabling staffs, management and the board to carry out their responsibilities. (IIA: PPF, 

1999) 

Control Activities: According to NYSGAAIC Act 2007 many different control activities 

can be used to counter the risks that threaten an organization's success. Most control 

activities, however, can be grouped into two categories: detection and prevention control 

activities. Prevention activities are designed to deter the occurrence of an undesirable 

event. The development of these controls involves predicting potential problems before 

they occur and implementing ways to avoid them. Detection activities are designed to 

identify undesirable events that do occur, and alert management about what has happened. 
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Prevention controls tend to be more expensive than detection controls. Costs and benefits 

should be assessed before control activities are implemented. Management should also 

remember that an excessive use of prevention controls can impede productivity. No one 

control activity provides all of the answers to risk management problems. In some 

situations, a combination of control activities should be used, and in others, one control 

activity could substitute for another. 

Information and Communication: According to NYSGAAIC Act 2007, communication 

is the exchange of useful information between and among people and organizations to 

support decisions and coordinate activities. Information should be communicated to 

management and other employees who need it in a form and within a timeframe that helps 

them to carry out their responsibilities. Communication with customers, Suppliers, 

regulators and other outside parties are also essential for effective internal control. 

Information can be communicated verbally, in writing and electronically. While verbal 

communication may be sufficient for many day-to-day activities, it is best to document 

important information. This provides a more permanent record and enables managers and 

others to review the information. Information should travel in all directions to ensure that 

all members of the organization are informed and those decisions and actions of different 

units are communicated and coordinated. 

Monitoring and Assurance: Internal control systems need to be monitored - a process 

that assesses the quality of the system’s performance over time. This is accomplished 

through ongoing monitoring activities, separate evaluations or a combination of the two. 

On-going monitoring occurs in the course of operations. It includes regular management 

and supervisory activities, and other actions personnel take in performing their duties. The 

scope and frequency of separate evaluations will depend primarily on an assessment of 

risks and the effectiveness of ongoing monitoring procedures. According to NYSGAAIC 

Act of 2007 monitoring is the review of an organization's activities and transactions to 
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assess the quality of performance over time and to determine whether controls are 

effective. Management should focus monitoring efforts on internal control and 

achievement of the organization’s mission. For monitoring to be most effective, all 

employees need to understand the organization's mission, objectives, risk tolerance levels 

and their own responsibilities. 

ICAN (2006a, b) categorized controls into three major classifications: 

Preventive controls: These are controls that predict potential problems before they occur 

and make adjustments. They also prevent an error, omission or malicious act from 

occurring. Examples of preventive controls includes: using well-designed documents to 

prevent errors. Establishing suitable procedures for authorization of 

transactions.Employing only qualified personnel.E.g segregates duties (Lacotelli, 2009) 

Detective controls: These controls are designed to detect and report the occurrence of an 

omission, an error or a malicious act. Examples of detective controls include: duplicate 

checking of calculations, Periodic performance reporting with variance error message 

over tape labels and Hash totals counter cheques post-due account reports. Wells (2006) 

Corrective controls: These controls help to minimize the impact of a threat, identify the 

cause of a problem, correct errors arising from the problem. They also correct problems 

discovered by detective controls and modify the processing system(s) to minimize future 

occurrence of the problem. Examples of corrective controls are: contingency planning 

back up procedures rerun procedures.(Rittenberg, 2007) 

 

The Objectives and Roles of Internal Control Framework 

Internal control is a process effected by the board of directors, senior management and all 

levels of personnel. It is not solely a procedure or policy that is performed at a certain 
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point in time, but rather it is continually operating at all levels within the bank. The board 

of directors and senior management are responsible for establishing the appropriate 

culture to facilitate an effective internal control process and for monitoring its 

effectiveness on an ongoing basis; however, each individual within an organization must 

participate in the process. The main objectives of the internal control process can be 

categorized as follows: 

1. Efficiency and effectiveness of activities (performance objectives); 

2. Reliability, completeness and timeliness of financial and management information 

(information objectives); and 

3. Compliance with applicable laws and regulations (compliance objectives). 

Performance objectives for internal controls pertain to the effectiveness and efficiency of 

the bank in using its assets and other resources and protecting the bank from loss. The 

internal control process seeks to ensure that personnel throughout the organization are 

working to achieve its goals with efficiency and integrity, without unintended or 

excessive cost or placing other interests (such as an employee’s, vendor’s or customer’s 

interest) before those of the bank.(Loustea, 2006) 

Information objectives address the preparation of timely, reliable, relevant reports needed 

for decision-making within the banking organization. They also address the need for 

reliable annual accounts, other financial statements and other financial –related 

disclosures and reports to shareholders, supervisors, and other external parties. The 

information received by management, the board of directors, shareholders and supervisors 

should be of sufficient quality and integrity that recipients can rely on the information in 

making decisions. The term reliable, as it relates to financial statements, refers to the 

preparation of statements that are presented fairly and based on comprehensive and well-

defined accounting principles and rules.(Bradford, 2003) 
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Compliance objectives ensure that all banking business complies with applicable laws and 

regulations, supervisory requirements, and the organization’s policies and procedures. 

This objective must be met in order to protect the bank’s franchise and reputation. 

(Rittenberg, 2007) 

 

The Major Elements of an Internal Control Process  

The internal control process, which historically has been a mechanism for reducing 

instances of fraud, misappropriation and errors, has become more extensive, addressing 

all the various risks faced by banking organizations. It is now recognized that a sound 

internal control process is critical to a bank’s ability to meet its established goals, and to 

maintain its financial viability. 

Internal control consists of five interrelated elements: and these elements are explained 

with it and of suitable principle to be followed by concern people in an organization. 

1. Management oversight and the control culture; 

2. Risk recognition and assessment; 

3. Control activities and segregation of duties; 

4. Information and communication; and  

5. Monitoring activities and correcting deficiencies.                   

The problems observed in recent large losses at banks can be aligned and with these five 

elements. The effective functioning of these elements is essential to achieving a bank’s 

performance, information, and compliance objectives. 
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A. Management oversight and the Control Culture 

i. Board of directors  

Principle 1:  The board of directors should have responsibility for approving and 

periodically reviewing the overall business strategies and significant policies of the bank; 

understanding   major risks run by the bank, setting acceptable levels for these risks and 

ensuring that senior management takes the steps necessary to identify, measure, monitor  

and control these risks; approving the organizational structure and ensuring that senior 

management is monitoring the effectiveness of the internal control system. The board of 

directors is ultimately responsible for ensuring that an adequate and effective system of 

internal control is established and maintained. 

The board of directors provides governance, guidance and oversight to senior    

management. It is responsible for approving and reviewing the overall business strategies 

and significant policies of the organization as well as the organizational structure. The 

board of directors has the ultimate responsibility for ensuring that an adequate and 

effective system of internal control is established and maintained. Board members should 

be objectives, capable, and inquisitive, with a knowledge or expertise of the activities of 

and risks run by the bank. In those countries where it is an option, the board should 

consist of some members who are independent from the daily management of the bank. A 

strong, active board, particularly when coupled with effective upward communication 

channels and capable financial, legal and internal audit functions, provides an important 

mechanism to ensure the correction of problems that may diminish the effectiveness of 

the internal control system. 

One option used by banks in many countries is the establishment of an independent audit 

committee to assist the board in carrying out its responsibilities. The establishment of an 
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audit committee allows for detailed examination of information and reports without the 

need to take up the time of all directors. The audit committee is typically responsible for 

overseeing the financial reporting process and the internal control system. As part of this 

responsibility, the audit committee typically oversees the activities of, and serves as a 

direct contact for, the bank’s internal audit department and engages and serves as the 

primary contact for the external auditors. In those countries where it is an option, the 

committee should be composed mainly or entirely of outside directors (i.e., members of 

the board that are not employed by the bank or any of its affiliates) who have knowledge 

of financial reporting and internal controls. It should be noted that in no case should the 

creation of an audit committee amount to a transfer of duties away from the full board, 

which alone is legally empowered to take decisions.(Buffett, 2014) 

i. Senior management  

Principle 2: Senior management should have responsibility for implementing strategies 

and policies approved by the board: developing processes that identify, measure, monitor 

and control risks incurred by the bank: maintaining an organizational structure that clearly 

assigns responsibility, authority and reporting relationships; ensuring that delegated 

responsibilities are effectively carried out; setting appropriate internal control policies; 

and monitoring the adequacy and effectiveness of the internal control system. 

Senior management is responsible for carrying out the directives of the board of directors, 

including the implementation of strategies and policies and the establishment of an 

effective system of internal control. Members of senior management typically delegate 

responsibility for establishing more specific internal control policies and procedures to 

those responsible for a particular business unit. Delegation is an essential part of 

management; however, it is important for senior management to oversee the managers to 

whom they have delegated these responsibilities to ensure that they develop and enforce 

appropriate policies and procedures. 
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Compliance with an established internal control system is heavily dependent on a well-

documented and communicated organizational structure that clearly shows lines of 

reporting responsibility and authority and provides for effective communication 

throughout the organization. The allocation of duties and responsibilities should ensure 

that there are no gaps in reporting lines and that an effective level of management control 

is extended to all levels of the bank and its various activities. (Mosher, 2012) 

 

ii. Control culture 

Principle 3: The board of directors and senior management are responsible for promoting 

high ethical and integrity standards, and for establishing a culture within the organization 

that emphasizes and demonstrates to all levels of personnel the importance of internal 

controls. All personnel banking organization need to understand their role in the internal 

controls process and be fully engaged in the process. 

 An essential element of an effective system of internal control is a strong control culture. 

It is the responsibility of the board of directors and senior management to emphasize the 

importance of internal control through their actions and words this includes the ethical 

values that management displays in their business dealings, both inside and outside the 

organization. The words, attitudes and actions of the board of directors and senior 

management affect the integrity, ethics and other aspects of the bank’s control culture. 

 In varying degrees, internal control is the responsibility of everyone in a bank. Almost all 

employees produce information used in the internal control system or take other action 

needed to effect control. An essential element of a strong internal control system is the 

recognition by all employees of the need to carry out their responsibilities effectively and 

to communicate to the appropriate level of management any problems in operations, 

instances of non-compliance with the code of conduct, or other policy violations or illegal 
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actions that are noticed. This can best be achieved when operational procedures are 

contained in clearly written documentation that is made available to all relevant 

personnel. It is essential that all personnel within the bank understand the importance of 

internal control and are actively engaged in the process.(Mosher, 2012) 

In reinforcing ethical values, banking organizations should avoid policies and practices 

that may inadvertently provide temptations for inappropriate activities. Examples of such 

policies and practices include undue emphasis on performance targets or other operational 

results, particularly short-term ones that ignore longer-term risks; compensation schemes 

that overly depend on short performance; ineffective segregation of duties or other 

controls that could allow the misuse of resources or concealment of poor performance; 

and insignificant or overly onerous penalties for improper behaviors. 

While having a strong internal control culture does not guarantee that an organization will 

reach its goals, the lack of such a culture provides greater opportunities for errors to go 

undetected or for improprieties to occur.(Mosher, 2012) 

B. Risk Recognition and Assessment 

Principle 4: An effective internal control system requires that the material risks that could 

adversely affect the achievement of the bank’s goals are being recognized and continually 

assessed. This assessment should cover all risks facing the bank and the consolidated 

banking organization (that is, credit risk, country and transfer risk, market risk, interest 

rate risk, liquidity risk, operational risk, legal risk, and reputational risk). Internal controls 

may need to be revised to appropriately address any new or previously uncontrolled 

risks.(Alma, 2016) 

Banks are in the business of risk-taking. Consequently it is imperative that, as part of an 

internal control system these risks are being recognized and continually assessed. From an 

internal control perspective, a risk assessment should identify and evaluate the internal 
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and external factors that could adversely affect the achievement of the banking 

organization’s performance, information and compliance objectives. This process should 

cover all risks faced by the bank and operate at all levels within the bank. It differs from 

the risk management process which typically focuses more on the review of business 

strategies developed to maximize the risk/reward trade-off within the different areas of 

the bank. Effective risk assessment identifies and considers internal factors (such as the 

complexity of the organization’s structure, the nature of the bank’s activities, the quality 

of the personnel, organizational changes and employee turnover) as well as external 

factors (such as fluctuating economic conditions, changes in the industry and 

technological advances) that could adversely affect the achievement of the bank’s goals. 

This risk assessment should be conducted at the level of individual businesses and across 

the wide spectrum of activities and subsidiaries of the consolidated banking organization. 

This can be accomplished through various methods. Effective risk assessment addresses 

both measurable and non-measurable aspects of risks and weighs costs of controls against 

the benefits they provide. The risk assessment process also includes evaluating the risks to 

determine which are controllable by the bank and which are not. For those risks that are 

controllable, the bank must assess whether to accept those risks or the extent to which it 

wishes to mitigate the risks through control procedures. For those risks that cannot be 

controlled, the bank must decide whether to accept these risks or to withdraw from or 

reduce the level of business activity concerned. In order for risk assessment, and therefore 

the system of internal control, to remain effective, senior management needs continually 

to evaluate the risks affecting the achievement of its goals and react to changing 

circumstances and conditions. Internal controls may need to be revised to appropriately 

address any new or previously uncontrolled risks. For example, as financial innovation 

occurs, a bank needs to evaluate new financial instruments and market transactions and 

consider the risks associated with these activities. Often these risks can be best understood 

when considering how various scenarios (economic and otherwise) affect the cash flows 
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and earnings of financial instruments and transactions. Thoughtful consideration of the 

full range of possible problems, from customer misunderstanding to operational failure, 

will point to important control considerations.(Alma, 2016) 

C. Control Activities and Segregation of Duties 

Principle 5: Control activities should be an integral part of the daily activities of a bank. 

An effective internal control system requires that an appropriate control structure is set 

up, with control activities defined at every business level. These should include: top level 

reviews; appropriate activity controls for different departments or divisions; physical 

controls; checking for compliance with exposure limits and follow-up on non- 

compliance; a system of approvals and authorizations; and, a system of verification on 

reconciliation. Control activities are designed and implemented to address the risks that 

the bank identified through the risk assessment process described above. Control activities 

involve two steps:  

i. the establishment of control policies and procedures; and  

ii. Verification that the control policies and procedures are being complied with. 

Control activities involve all levels of personnel in the bank, including senior 

management as well as front line personnel. Examples of control activities include: 

§ Top level reviews – Boards of directors and senior management often request 

presentations and performance reports that enable them to review the bank’s progress 

toward its goals. For example, senior management may review reports showing actual 

financial results to date versus budget. Questions that senior management generates as a 

result of this review and ensuring responses of lower levels of management represent a 

control activity which may detect problems such as control weaknesses, errors in financial 

reporting or fraudulent activities.(Moeller, 2011) 
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§ Activity controls – Department or division level management receives and 

reviews standard performance and exception reports on a daily, weekly or monthly basis. 

Functional reviews occur more frequently than top-level reviews and usually are more 

detailed. For instance, a manager of commercial lending may review weekly reports on 

delinquencies, payment received, and interest income earned on the portfolio, while the 

senior credit officer may review similar reports on a monthly basis and in a more 

summarized form that includes all lending areas. As with the top-level review, the 

questions that are generated as a result of reviewing the reports and the responses to those 

questions represent the control activity. 

§ Physical controls – physical controls generally focus on restricting access to 

tangible assets, including cash and securities. Control activities include physical 

limitations, dual custody, and periodic inventories. 

§ Compliance with exposure limits – The establishment of prudent limits on risk 

exposures is an important aspect of risk management. For example, compliance with 

limits for borrowers and other counterparties reduces the bank’s concentration of credit 

risk and helps to diversify its risk profile. Consequently, an important aspect of internal 

controls is a process for reviewing compliance with such limits and follow-up on 

instances of non- compliance. 

§ Approvals and authorizations – Requiring approval and authorization for 

transactions over certain limits ensure that an appropriate level of management is aware of 

the transaction or situation, and help to establish accountability. 

§ Verification and reconciliations – Verifications of transaction details and 

activities and the output of risk management models used by the bank are important 

control activities. Periodic reconciliations, such as those comparing cash flows to account 

records and statements, may identify activities and records that need correction. 
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Consequently, the results of those verifications should be reported to the appropriate 

levels of management whenever problems or potential problems are 

detected.(Moeller,2011) 

Control activities are most effective when they are viewed by management and all other 

personnel as an integral part of, rather than an addition to, the daily activities of the bank. 

When controls are viewed as an addition to the day-to-day activities, they are often seen 

as less important and may not be performed in situations where individuals feel pressured 

to complete activities in a limited amount of time. In addition, controls that are an integral 

part of the daily activities enable quick responses to changing conditions and avoid 

unnecessary costs. As part of fostering the appropriate control culture within the bank, 

senior management should ensure that adequate control activities are an integral part of 

the daily functions of all relevant personnel. It is not sufficient for senior management to 

simply establish appropriate policies and procedures for the various activities and 

divisions of the bank. They must regularly ensure that all areas of the bank are in 

compliance with such policies and procedures and also determine that existing policies 

and procedures remain adequate. This is usually a major role of the internal audit 

function.(Manoukian, 2016) 

Principle 6: An effective internal control system requires that there is appropriate 

segregation of duties and those personnel are not assigned conflicting responsibilities. 

Areas of potential conflicts of interest should be identified, minimized, and subject to 

careful independent monitoring. In reviewing major banking losses caused by poor 

internal controls, supervisors typically find that one of the major causes of such losses is 

the lack of adequate segregation of duties. Assigning conflicting duties to one individual 

(for example, responsibility for both the front and back offices of a trading function) gives 

the person access to assets of value and the ability to manipulate financial data for 

personal gain or to conceal losses. Consequently, certain duties within a bank should be 
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split, to the extent possible, among various individuals in order to reduce the risk of 

manipulation of financial data or misappropriation of assets. Segregation of duties is not 

limited to situations involving simultaneous front and back office control by one 

individual. It can also result in serious problems when there are not appropriate controls 

in other instances where an individual has responsibility for: 

• Approval of the disbursement of funds and the actual disbursement ; 

• Customer and proprietary account ; 

• Transaction in both the “banking” and “trading” books; 

• Informally providing information to customers about their positions while marketing to 

the same customers; 

• Assessing the accuracy of loan documentation and monitoring the borrower after 

loan origination ; and , 

• Any other areas where significant conflicts of interest emerge and are not 

mitigated by other factors. 

Areas of potential conflict should be identified, minimized, and subject to careful 

monitoring by an independent third party. There should be a periodic review of 

responsibilities and functions of key individuals to ensure that they are not in a position to 

conceal inappropriate actions.(Manoukian, 2016) 

D. Information and communication 

Principle 7: An effective internal control system requires that there are adequate and 

comprehensive internal financial, operational and compliance data, as well as external 

market information about event and conditions that are relevant to decision making. 

Information should be reliable, timely, accessible, and provided in a consistent format. 
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Adequate information and effective communication are essential to the proper functioning 

of a system of internal control. From the bank perspective, in order for information to be 

useful, it must be relevant, reliable, timely, and provided in a consisted format. 

Information includes internal financial, operational, and compliance data, as well as 

external market information about events and conditions that are relevant to decision 

making. Internal information is part of a record-keeping process that should include 

established procedures for record retention. 

Principle 8: An effective internal control system requires that there are reliable 

information systems in place that cover all significant activities of the bank. These 

systems, including those that hold and use data in an electronic form must be secured, 

monitored independently and supported by adequate contingency 

arrangements.(Hightower, 2008) 

A critical component of a bank’s activities is the establishment and maintenance of 

management information systems that covers the full range of its activities. This 

information is usually provided through both electronic and non-electronic means. Banks 

must be particularly aware of the organizational and internal control requirements related 

to processing information in an electronic form and the necessity to have and adequate 

audit trail. Management decision-making could be adversely affected by unreliable or 

misleading information provided by the systems that are poorly designed and controlled. 

Electronic information systems and the use of information technology have risk that must 

be effectively controlled by banks in order to avoid disruptions to business and potential 

losses. Since transaction process and business applications have expanded beyond the use 

of mainframe computer environment s to distributed systems for mission-critical business 

function, the magnitude of risks also as expanded. Control over information system and 

technology should include both general and application controls. General controls are 

controls over computer systems (for example, mainframe, client/server, and end-user 
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work stations) ensuring their continued, proper operation. General controls include in-

house back-up and recovery procedures, software development and acquisition policies, 

maintenance (change control) procedures and physical/logical access security controls. 

Application controls are computerized steps within software applications and other 

manual procedures that control the process of transactions and business activities. 

Application control include, for example, edit checks and specific logical access controls 

unique to business system. Without adequate control over information system and 

technology including system that are under development, bank could experience loss of 

data and programs due to inadequate physical and electronic security arrangement, 

equipment or system failure and inadequate in-house back-up and recovery procedure . In 

addition to the risk and control above, inherent risk exists that are associated with the loss 

or extended disruption of services caused by factors beyond the bank’s control. In 

extreme cases, since the delivery of corporate and customer’s services represent key 

transaction, strategic and reputational issues, such problems could cause serious 

difficulties for banks and even jeopardize the ability to conduct key business activities. 

The potential requires the bank to establish business resumption and contingency plans 

using an alternate off-site facility, including the recovery of critical system supported by 

an external service provided.  The potential for loss or extended disruption of critical 

business operation require an institution-wide effort on contingency planning involving 

business management, and not focus on centralized computer operations. Business 

resumption plans must be periodically tested to ensure the plan’s functionality in the 

event of an unexpected disaster.(Moeller, 2011) 

Principle 9: An effective internal control system requires effective channels of 

communication to ensure that all staff fully understand and adhere to policies and 

procedure affecting their duties and responsibility and that other relevant information is 

reaching the appropriate personnel. 
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Without effective communication, information is useless. Senior management of bank 

leads and establishes effective paths of communication in order to ensure that the 

necessary information is reaching the appropriate people. This information relates both to 

the operational policies and procedures of the bank as well as information regarding the 

actual operational performance of the organization. The organizational structure of the 

bank should facilitate an adequate flow of information upward, downward and across the 

organization. Structures that facilitate the flow ensure that information flows upward so 

that the board of directors and senior management are aware of the business risks and 

operating performance of the bank. Information flowing down through an organization 

ensures that the bank objective, strategies and expectation as well as its established 

policies and procedures are communicated to lower level management and operations 

personnel. This communication is essential to achieve a unified effort by all bank 

employees to meet the bank’s objectives. 

Finally, communication across the organization is necessary to ensure that information 

that one division or department knows can be shared with other affected divisions or 

departments. (Mosher, 2012) 

E. Monitoring activities and correcting deficiencies   

Principle 10: the overall effectiveness of the bank’s internal control should be monitored 

on an ongoing basis. Monitoring of key risks should be part of the daily activities of the 

bank as well as periodic evaluations by the business lines and the internal audit. Since 

banking is a dynamic, rapidly evolving industry, banks must continually monitor and 

evaluate their internal control systems in the light of changing internal and external 

conditions, and must enhance this systems as necessary to maintain their effectiveness. 

In complex, multinational organization, senior management must ensure that the 

monitoring function is properly defined and structured within the organization. 
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Monitoring the effectiveness of internal control can be done by personnel from several 

different areas, including the business function itself, financial control and internal audit 

for that reason it is important that senior management makes clear which personnel are 

responsible for which monitoring function. Monitoring should be part of daily activities 

of the banks but also include separate periodic evaluations of the overall internal control 

process. The frequency of monitoring different activities of a bank should be determined 

by considering the risks involved and the frequency and nature of changes occurring in 

the operating environment. Ongoing monitoring activities can offer the advantage of 

quickly detecting and correcting deficiency in the system of internal control. Such 

monitoring is most effective when the system of internal control is integrated into the 

operating environment and produces regular report for review. Examples of ongoing 

monitoring include the review and approval of journal entries and management review 

and approval exception reports. In contrary, separate evaluation typically detect problems 

only after the fact; however, separate evaluations allow an organization to take a fresh, 

comprehensive look at the effectiveness of internal control system and specifically at the 

effectiveness of the monitoring activities. These evaluations can be done by personnel on 

several different area including the business function itself, financial control and internal 

audit. Separate evaluation of internal control system often takes the form of self-

assessments when persons responsible for a particular function determine the 

effectiveness of controls for their activities. The documentation and the result of the 

evaluation are then reviewed by senior management. All levels review should be 

adequately documented and reported on a timely basis to the appropriate level of 

management. (Davis, 2010) 

Principle 11: There should be an effective and comprehensive internal audit of the internal 

control system carried out by operationally independent, appropriately trained and 

competent staff. The internal audit function, as part of the monitoring of the system of 
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internal controls, should report directly to the board of directors or its audit committee, 

and to senior management. 

The internal audit function is an important part of the ongoing monitoring of the system 

of internal controls because it provides an independent assessment of the adequacy of, and 

compliance with, the established policies and procedures. It is critical that the internal 

audit function is independent from the day-to-day functioning of the bank and that it has 

access to all activities conducted by the banking organization, including at its branches 

and subsidiaries. By reporting directly to the board of directors or its audit committee, and 

senior management, the internal auditors provide unbiased information about line 

activities. Due to the important nature of this function, internal audit must be staffed with 

competent, well-trained individuals who have a clear understanding of their role and 

responsibilities. The frequency and extent of internal audit review and testing of internal 

controls within a bank should be consistent with the nature, complexity, and risk of the 

organization’s activities. It is important that the internal audit function reports directly to 

the highest levels of the banking organization, typically the board of directors or its 

committee, and to senior management. This allows for the proper functioning of corporate 

governance by giving the board information that is not biased in any way by the levels of 

management that the reports cover. The board should also reinforce the independence of 

the internal auditors by having such matters as their compensation or budgeted resources 

determined by the board or the highest levels of management rather than by the managers 

who are affected by the work of the internal auditors.(Cahill, 2006) 

Principle 12: Internal control deficiencies, whether identified by business line, internal 

audit, or other control personnel, should be reported in a timely manner to the appropriate 

management level and addressed promptly. Material internal control deficiencies should 

be reported to senior management and the board of directors. 
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Internal control deficiencies, or ineffectively controlled risks, should be reported to the 

appropriate person(s) as soon as they are identified, with serious matters reported to 

senior management and the board of directors. Once reported, it is important that 

management corrects the deficiencies on a timely basis. The internal auditors should 

conduct follow-up reviews or other appropriate forms of monitoring, and immediately 

inform senior management or the board of any uncorrected deficiencies. In order to 

ensure that all deficiencies are addressed in timely manner, senior management should be 

responsible for establishing a system to track internal control weakness and actions taken 

to rectify them. The board of directors and senior management should periodically receive 

reports summarizing all issues that have been identified. Issues that appear to be 

immaterial when individual control processes are looked at in isolation, may well point to 

trends that could, when linked, become a significant control deficiency if not addressed in 

a timely manner.(Amudo, 2009) 

Evaluation of Internal Control Systems by Supervisory Authorities  

Principle 13: Supervisors should require that all banks, regardless of size, have an 

effective system of internal controls that is consistent with the nature, complexity, and 

risk inherent in their on-and off-balance sheet activities and that responds to changes in 

the bank’s environment and conditions. In those instances where supervisors determine 

that a bank’s internal control system is not adequate or effective for that bank’s specific 

risk profile (for example, does not cover all of the principles contained in this document), 

they should take appropriate action, Although the board of directors and senior 

management bear the ultimate responsibility for an effective system of internal controls, 

supervisors should assess the internal control system in place at individual banks as part 

of their ongoing supervisory activities. The supervisors should also determine whether 

individual bank management gives prompt attention to any problems that are detected 

through the internal control process. Supervisors should require the bank that they 
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supervise to have strong control culture and should take a risk-focused approach in their 

supervisory activities.(Amudo, 2009). This includes a review of the adequacy of internal 

controls. It is important that supervisors not only assess the effectiveness of the overall 

system of internal controls, but also evaluate the controls over high-risk areas (e.g., areas 

with characteristics such as unusual profitability, rapid growth, new business activity, or 

geographic remoteness from the head office). In those instances, where supervisors 

determine that a bank’s internal control system is not adequate or effective for that bank 

specific risk profile, they should take appropriate action. This would involve 

communicating their concerns to senior management and monitoring what actions the 

bank takes to improve its internal control system. Supervisors, in evaluating the internal 

control systems of banks, may choose to direct special attention to activities or situations 

that historically have been associated with internal control breakdowns leading to 

substantial losses. Certain changes in a bank’s environment should be the subject of 

special consideration to see whether accompanying revisions are needed in internal 

control system. Those changes include: (1) a changed operating environment; (2) new 

personnel; (3) new or revamped information systems; (4) areas/activities experiencing 

rapid growth; (5) new technology; (6) new lines, products, activities (particularly complex 

ones); (7) corporate restructuring mergers and acquisitions; and (8) expansion or 

acquisition of foreign operations (including the impact of changes in the related economic 

and regulatory environments). To evaluate the quality of internal controls, supervisors can 

take a number of approaches. Supervisors can evaluate the work of the internal audit 

department of the bank through review of its working papers, including the methodology 

used to identify measure, monitor and control risk. If satisfied with the quality of the 

internal audit department’s work, supervisors can use the reports of internal auditors as a 

primary mechanism for identifying control problems in the bank, or for identifying areas 

of potential risk that the auditors have not recently reviewed. Some supervisors may use a 

self-assessment process, in which management reviews the internal control of a business-
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by-business basis and certifies to the supervisor that its controls are adequate for its 

business. Other supervisors may require periodic external audits of key areas, where the 

supervisor defines the scope. And finally, supervisors may combine one or more of the 

above techniques with their own on-site reviews or examination of internal 

controls.(Amudo, 2009). Supervisors in many countries conduct on-site examination and 

review of internal control is an integral part of such examinations. An on-site review 

could include both a review of the business process and reasonable level of transaction 

testing in order to obtain an independent verification of the bank’s own internal control 

processes. An appropriate level of transaction testing should be performed to verify: 

• The adequacy of, and adherence to, internal policies, procedures and limits; 

• The accuracy and completeness of management reports and financial records; and  

• The reliability (i.e., whether it functions as management intends) of specific 

controls identified as key to the internal control element being assessed. 

    In order to evaluate the effectiveness of the five internal control elements of a banking 

organization (or a unit/activity thereof) supervisors should: 

• Identify the internal control objectives that are relevant to the organization, unit or 

activity under review (e.g., lending, investing, accounting); 

• Evaluate the effectiveness of the internal control elements, not just by reviewing 

policies and procedures, but also by reviewing documentation, discussing operations with 

various levels of bank personnel, observing the operating environment, and testing 

transactions;  

• Share supervisory concerns about internal controls and recommendations for their 

improvement with the board of directors and management on a timely basis, and; 
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• Determine that, where deficiencies are noted, corrective action is taken in a timely 

manner. 

  Banking supervisory authorities that have the legal basis or other arrangements to direct 

the scope of and make use of the work of internal auditors often or always do so in lieu of 

on-site examinations. In those instances, the external auditors should be performing the 

review of the business process and the transaction testing described above under specific 

engagement arrangements. In turn, the supervisors should assess the quality of the 

auditors’ work. In all instances, bank supervisors should take note of the internal auditors’ 

observations and recommendations regarding the effectiveness of internal controls and 

determine that bank management and board of directors have satisfactorily addressed the 

concerns and recommendations expressed by the external auditor, the level and nature of 

effectiveness of a bank’s internal controls. Supervisors should also encourage bank 

external auditors to plan and conduct their audits in ways that appropriately consider the 

possibility of material misstatement of bank’s financial statements due to fraud. Any 

fraud found by external auditors, regardless of materiality, must be communicated to the 

appropriate level of management. Fraud involving senior management and fraud that is 

material to the entity should be reported by external auditors to the board of directors 

and/or the audit committee. External auditors may be expected to disclose fraud to certain 

supervisory authorities or others outside the bank in certain circumstances (subject to 

national requirements). In reviewing the adequacy of the internal control process at 

individual banking organizations, home country supervisors should also determine that 

the process is effective across business lines, subsidiaries and national boundaries. It is 

important that supervisors evaluate the internal control process not only at the level of 

individual businesses or legal entities, but also across the wide spectrum of activities and 

subsidiaries within the consolidated banking organization. For this reason, supervisors 
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should encourage banking groups to use common auditors and common accounting dates 

throughout the group, to the extent possible.(Cahill, 2006) 

Roles and Responsibilities of External Auditors  

Although external auditors are not, by definition, part of a banking organization and 

therefore, are not part of its internal control system, they have an important impact on the 

quality of internal controls through their audit activities, including discussions with 

management and recommendations for improvement to internal controls. The external 

auditors provide important feedback on the effectiveness of the internal control system. 

While the primary purpose of the external audit function is to give an opinion on the 

annual accounts of a bank, the external auditor must choose whether to rely on the 

effectiveness of the bank’s internal control system. For this reason, the external auditors 

have to obtain an understanding of the internal control system in order to assess the extent 

to which they can rely on the system in determining the nature, timing and scope of their 

own audit procedure (Asq.org. 2013). The exact role of external auditors and the 

processes they use vary from country to country. Professional auditing standards in many 

countries require that audits be planned and performed to obtain reasonable assurance that 

financial statements are free of material misstatement. Auditors also examine, on a test 

basis, underlying transactions and records supporting financial statement balances and 

disclosures. An auditor assesses the accounting principles and policies used and 

significant estimates made by management and evaluates the overall financial statement 

presentation. In some countries, external auditors are required by the supervisory 

authorities to provide a specific assessment of the scope, adequacy and effectiveness of a 

bank’s internal control system, including the internal audit system. One consistency 

among countries, however, is the expectation that external auditors will gain an 

understanding of a bank’s internal control process to the extent that it relate to accuracy of 

the bank’s financial statements. The extent of attention given to the internal control 
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system varies by auditor and by bank; however, it is generally expected that material 

weakness identified by the auditors would be reported to management in confidential 

management letters and, in many countries, to the supervisory authority. Furthermore, in 

many countries external auditors may be subject to special supervisory requirements that 

specify the way that they evaluate and report on internal controls. 

 

2.5 The effect of Investment on Staff Training 

Staff training will cost Eco bank some financial resources but the overall objectives will 

lead to greater profitability and high productivity. Below are some of the effects 

a)Saving of time and costs; investment in training can improve Eco bank financial 

standing. Poor performance often results when employee does not know exactly what is 

expected of them to do. This will lead to duplication and waste of time trying to correct 

the mistake and the cost involve. Training can enhance the performance when 

employeeknows what is expected of them. Better performance from employees typically 

creates less need for supervision. 

b) Employee Satisfaction is enhanced;Job satisfaction generally increase the self-esteem 

and improves when the employee better understand the workings of the company. 

Training can enhance morale on the job and loyalty to the company. Training reduces the 

rate of turnover in an organization. More satisfaction on the job leads to more 

productivity and profitability for the bank 

c)Turnover costs; keeping well trained employees pays significantly for companies 

because the cost of employee turnover can be high. Such cost includes; separation cost, 

interview cost, severance pay and replacement cost, administrative cost travel expense 

and so many other cost. 
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d)Future Expectation need of the organization-training plays a key role in staff 

commitment too. The training program must meet the expectations and needs of the 

employee. The organization is likely to retain employee who consider their training 

relevant to their job and subsequently have a positive commitment to their company. It 

also prepares the staff for greater responsibilities and task. 

 

2.6 The effect of internal control system on the growth and development of Eco 

bank 

a)Reduction in customer complain- the internal control ensure that staff carry out the 

duties and responsibilities effectively and efficiently and ensure staff exceed customer 

expectations by making them come back again and do business with the bank. The 

internal control officer maintains a register and telephone number an aggrieved customer 

can easily contact and their problems resolved. 

b) Reduction in fraud; daily monitoring and call back of transactions to ensure the 

correctness of debit and other charges into a customer account. There should be no 

overcharging and under charging. No debit into a customer’s account without instruction 

to that effect. This will secure the customers funds and Shareholders funds. 

c) Sanctions and fine from apex bank is avoided; internal control system enables Eco 

bank to operate within the conferment of the law there by avoiding charging from the 

central bank. Recently, about five commercial banks pay fines for the repatriation of 

funds for MTN into SouthAfrican without approval from the CBN. Four banks to pay 

N5.87BN in 2018. 

d) Increase in productivity in Eco bank- internal control satisfaction with the job will 

enhance their commitment towards achievement of organizational goals and 
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objectives.Ensuring that all the rules, guidelines, policies and procedure of the bank are 

followed strictly will lead to attainment of the organizational goal and objectives. 

e)The dual control policy in place-the internal control system ensures there a dual control 

in place for operation activities in the bank. A single staff is not allowed into the ATM 

compartment. Entrance into the vault has a dual control two different combinations and 

two different lock to avoid lost of revenue and fraud. 

 

2.7 Effect of Internal Control system on the organizational performance of 

financial institutions- 

a)Effective and standard financial reporting system is enhanced; effective and 

efficient internal control system will enhance a standard reporting of financial books of 

the organization. Timely preparationof financial information that will be required by the 

regulatory bodies and the financial institutions itself. The standard method of preparing 

all financial transaction will be carried out accordingly. Take for instance preparation of 

profit and loss account, trial balance, asset and liability of the financial institutions. 

b) Regulation of credit control system; the internal control system ensure that before 

loans and over draft are granted to their customers, the laid down rules and guideline must 

be strictly followed to avoid bad and doubtful debt. The customer must have an asset to 

back up the loan facility should incase there is a default along the line. Also the CBN 

sanction banks that gives out loan without collateral. Internal control system, monitor and 

give approval to such credit facility in conjunction with the risk and credit department. 

c) Activity based costing; the internal control system-monitor and approve expense to 

avoid over costing. They identify activities in an organization and assign cost to such 

products because they carry out m system market survey. There is also tendency for the 
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staff to manipulate figures for instance travelling cost and cost of procurement of 

stationeries for daily use. 

d)Effective Risk Management system; risk management involves the identification, 

evaluation and prioritization of risk followed  by coordinated and economical application 

of resources to minimize ,monitor , and control the probability or impact of unfortunate 

events or to minimize the realization of opportunities. Risk can come from various 

sources including uncertainty in the financial markets, project failures, accidents and 

natural disasters that might occur. Internal control system will carry out proper analysis 

and evaluation of such risk before embarking on such business opportunity. 

e) Internal control system facilitates effective corporate governance; this is the 

mechanism, processes and relations by which corporations are controlled and directed by 

the Government. The Central bank of Nigeria oversees all the financial institutions in 

Nigeria. The CBN monitor, actions, policies, practices, and decisions of the financial 

institutions. Sanctions and fine are often melted out to financial institutions that failed to 

follow the laid rules and regulations by the apex bank. In July, 2018 about five 

commercial banks are to pay fine amounting to N5.87bn for involving in illegal transfer 

of funds for MTN. 

f) Access control; Internal control system ensure that there is restriction of movement for 

customers and some staff to avoid missing items such as customers instruction, money 

and other valuable asset of the bank. The bank cash area is restricted only to those 

working in that area. 

The effective implementations of this policy will enhance the achievement of the 

organizational goals and objectives. 
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2.8  Strategies to using internal control system to achieve organizational goals 

a)The strategy of acting as police: they use the strategy of enforcement of to ensure the 

policies and regulations of the bank is strictly followed and adhered. Such policy include 

two custodian enters the ATM compartment and also entrance to the vault where the 

cash is kept. If such policy is not been followed will attract sanctions and report to the 

appropriate management team concerned.   

b)The strategy of seeing customer as a king: the customer is the reason why we operate 

our business. If our banking hall is open and no customers walks in for transactions it 

means the organization may not achieve its objectives of expansion and growth. Internal 

control policy ensure that the bank greatly exceed the customer expectations thereby 

making the customer to give us more business which will further act as a catalyst for 

organization development and growth. 

c) The strategy of sms and email alert: this strategy involve the internal control officer 

receiving an email and sms alert on the transactions of certain valve is been 

consummated within the branch of operation. The internal control officer will put a call 

or email to give his consent or disapproval for such transaction. If it contravenes the 

bank’s policy it will be turn off. Their approval serves as a guide to avoid sanctions from 

the apex bank. 

d) The strategy of call back transactions: at close of business, the internal control 

officers call over all the transaction that was consummated in that particular branch of 

residence. This is to serve corrective measures before it goes beyond reconciliation.  This 

strategy will prevent error into customers account to avoid aggravation and customer 

displeasure with the bank and this will have a long run effect on the profitability of the 

firm. 
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e) The strategy of approval of all expenses  before  expenditure is incurred:  internal 

control system ensure that all expense arising from the maintenance of furniture and 

fitting  undergo proper cost benefit analysis before such expenditure is  given approval. 

They also conduct market survey to ascertain the prices of such item to avoid fraud on 

the part of suppliers and the vendors of the bank. Proper price catalogue and quotations 

are obtained from about five vendors before the award of such supply. This is to avoid 

loss of income that will come up from sharp practices from our suppliers and vendor 

there by preventing the bank from achieving the targeted profit at the end of the 

financial year. 

f) The strategy of sale of all obsolete items to generate revenue for the bank: this 

involves the sale of items through bidding to generate additional income for the bank.  

Staff can be asked to bid for obsolete and the highest bidder get the item. Instead of 

throwing away such equipment it is been used to generate additional income for the 

bank. 

g) The strategy of review transaction to ensure that charges are taken: the internal 

control system review transactions of high volume and valve to ensure that where 

charges are not automated on the system it is manually taken by the teller to avoid 

income linkage or cost of income. Where some charges are not taken, the internal 

control officer such that such charges are taken because it is from this income that the 

bank declares their annual profit from. Every kobo affect the bottom line of business 

activities. 

3.9  Summaryof the review 

Internal control system needs to be closely monitored if the organizational objectives 

are to be achieved. There should frequent review and modification of internal control 
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polices and procedure in other to meet up with the dynamic society and operate within 

the confinement of the apex bank. 

Effective internal control system will integrate the organizational objectives and the 

individual objectives Internal control  assist in achieving organizational objectives 

therefore revenue should be set aside for training of the internal control officer. The 

salary of the internal control officer system should be attractive and competitive to 

encourage them work effectively and efficiently to achieve organizational goals and 

objectives. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1 Introduction 

This aspect of the research dwell on the methodology adopted to test stated objectives of 

the study. Here, how the population of the study was determined will be discussed and 

mode of sampling will be identified. The technique for analysis will be outlined and fully 

discussed to enhance the understanding of readers and researchers alike. It is expected 

that the methodology of the study be comprehensive enough in line with theoretical 

propositions so as to establish a suitable model for capturing both the dependent and 

independent variables contained in the study.  

 

3.2 Research Design 

This study employs a synthesis of descriptive and survey research methods by collecting 

relevant information on Effects of Internal Control System on the Growth and 

Development of Eco Bank Nigeria Limited(2010 - 2018).Which involve the usage of self-

designed questionnaire in the collection of data under the survey research design, primary 

data of this study will be collected from Eco Bank Limited.In order to determine the 

effect of internal control on growth and development of Eco-Bank Nigeria Limited.The 

study make use of this research method as it tends to be effective when it comes to getting 

opinion on certain phenomenon and knowing the effect and relationship between the two 

variables.  

 

3.3 Population of the Study 

The population of this study comprises of all the fifteen (15) Deposit Money Banks whose 

assets are listed on the floor of the Nigerian Stock Exchange (NSE) as at 31st December 

2017.  The criterion used in selecting the working population was based on the listing 
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status of the banks on the Nigeria stock exchange. This is because only listed banks can 

be termed public banks (Plc.).  

However, from these 15 identified banks, the researcher purposively chose the Eco-Bank 

Nigeria Limited with total workforce of about 5,000 staffas the sampled bank due to ease 

of access to information about the bank for the study. The researcher has personal interest 

in the bank as a result of the access he has to some information that may be termed 

classified for some other researchers. It is based on this fact that the researcher 

purposively selected Eco Bank Limited as the case study for this research. 

 

3.4 Sample Size and Sampling Technique 

As a result of complexity in the size and the possible high cost of using aggregate 

information of the entire population of employees, a convenient sample of 50 employees 

out of 5,000 employees of Eco-bank Nigeria Limited has been chosen randomly for the 

administration of Questionnaires. Random sampling technique is adopted to select the 

employees in other to have a good representation of the bank total populationin this study. 

 

3.5 Instrument for Data Collection 

The instrument for data collection in the study was through administration of research 

Questionnaires and consultation of published materials like the annual statement of 

account of Eco-Bank Nigeria Limited, Central Bank of Nigeria Statistical Bulletin and 

statistical journals of Nigeria security and exchange commission. In addition, the banks 

record of expenses was also consulted 

 

3.5.1 Validity of the Instrument 

The questionnaires were being validated by the investigator’s project supervisor and some 

of his colleagues. Each of them was given a copy of questionnaire for critical review and 

were finally ratified and approved by the investigator’s   project supervisor. 
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Although, the responses of the respondents may be bias, the questionnaire would still be 

able to capture the needed information based on the respondents’ opinion. To allow for 

the elements of bias that may be contained in the responses, 1% level of significance 

would be allowed in the data testing. This will take care of error, bias etc. that may be in 

the data collected 

 

3.5.2  Reliability of the Instrument 

The questionnaire is well structured to achieve the purpose of the research thereby 

meeting the test of reliability. The reliability of the research instrument would be tested 

through test-re-test reliability. In this method the same measuring instruments is used to 

take separate measurement on the same research population or sample at different times. 

The higher the correlation between the two measurements, the higher the reliability of the 

measuring instruments 

 

3.6 Method of Data Collection 

The source of data majorly for this work is primary and secondary which is used to obtain 

all the needed information. The primary data involves the use of questionnaires, while the 

secondary data for Eco-bank is sourced from Research journals, newspaper articles, the 

Nigerian Stock Exchange Fact-book and the annual reports of the bank from 2010-2015. 

The researcher adopted questionnaire in collecting relevant information for the study. The 

questions asked in the questionnaire were accompanied by multiple choice answers from 

which the respondents were asked to pick one. 

The main reason for using this method of collecting data is to enable the researcher 

believe that this method will provide the necessary information as well as the ease with 

which the method will facilitate data collection. This will ensure balance and 

comprehensive information reliable enough for conclusion to be drawn. 
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3.6.1   Research Questionnaires 

The nature of the questionnaire is close ended, where options are given to respondents to 

choose from. The questionnaire is divided into two parts and free from bias so as to get 

the required information needed to proceed with the analysis of the data. The 

questionnaire designed for the respondents in the selected organization that is Eco-Bank 

Limited consisted of two sections A and B. Section A focus on demographic information 

which embraces the name of organization, age, marital status, working experience, 

educational qualification etc. while Section B focused on the other variables to be tested 

framed out of research questions properly. The first section (section A) of the 

questionnaire needs no scoring since the information required is bio-data of the 

respondents. The questions asked in the second section, (section B) of the questionnaire 

were accompanied by multiple choice answers ranged from 1-5 point scale in the 

following pattern: Strongly Agree-1; Agree-2, Undecided-3, Disagree-4, Strongly 

Disagree-5, from which the respondents were asked to pick one. 

 

3.7 Method of Data Analysis 

The data analysis method will deal with how the necessary data collected, through 

primary source will be properly processed and presented for meaningful analysis. The 

method that will be adopted to analyze data collected will be less of manual and more of 

computer aided method. The computer aided package known as statistical package for 

social sciences (SPSS) will be employed to analyze data in the form of frequency tables in 

knowing the effect of internal control on organizational performance.  

For the purpose of this study, the following analytical technique will be used.  
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1. Mean: The arithmetic mean of a sort of observations is the sum of all 

observations. It is denoted by x. 

The formula is Ʃfx/n. 

2. Simple percentages: Simple percentage will be used to analyze the personal profile 

of respondent in Section A of the questionnaire. 

3. Standard deviation: It can be defined as the root of the mean of square of 

deviations from the common mean of a set of values. It is also the square root of 

the variance. It is  represented by: 

 

or  

 

 

 

4. Chi-Square: this statistical test is used to determine whether there is any 

significant difference between the observed and expected theoretical frequency 

obtained from a distribution. It is also used to test the dependence of two attributes 

such as marketing strategy and organizational performance. 

It is represented by: 
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  Where O= observed frequency 

 E= expected frequency  

 I = the number of items where 1= 1,2,3,…n  

The hypothesis will be tested using the chi-square (X2) 

 

3.7.1 Limitation of Methodology 

The study would be carried out with the intention of assessing the effect of internal 

control on organizational performance. This does not imply that the methodology is not 

with its constraints. A major constraint arises due to the heavy dependence place on the 

questionnaire as well as the inherent limitations of the statistical techniques used.  

 

3.8  Model Specification 

A representation of a system that allows for investigation of the properties of the system 

and, in some cases, prediction of future outcomes. Models are often used in quantitative 

analysis and technical analysis, and sometimes also used in fundamental analysis. 

The components of internal control are: 

Control environment  

Risk assessment process  

Control activities 
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Information and communication 

Monitoring 

All these are proxy for internal control while the components for organization 

performance are: 

Employee productivities 

Level of sales 

Customer satisfaction  

Model specification 

OGPM = INTC …………………………………i 

OGPM =organization performance 

INTC =internal control 

OGPM = f(INTC) ………………………………..ii 

INTC =f(INFT,RMG,FCG,CSD) ………………..iii 

INTC =f(β0INFT, β1 RMG, β2 FCG, β3 CSD) ……………iv 

ALL are proxy for internal control. 

INFT = internal control technology department (i.e IT department) 

RMG =risk management group 

FCG = financial control group 

CSD =customer services department 

Β1, β2, β3 = parameter 
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β0 = intercept 

Therefore the model is as follow 

OGPM=  β0+β1 INFT + β2 RMG + β3 FCG + β4 CSD +U…………………………v 

U = STOCHASTIC TERM/ ERROR 

3.9 Decision Rule 

Accept Null Hypothesis (H0) if the t-values obtained for the parameter estimates is less 

than 2 at the 5% significant level, otherwise reject the Null Hypothesis. 

That is, in order to test the significance of the relationship of the variables identified by 

the stated hypotheses, the study used the rule of thumb of 2 at the 0.05 or 5% level of 

significance.  The study accepts the alternative hypothesis if the t value obtained is greater 

than 2 and at significant level of 5%; otherwise, it rejects such a hypothesis. 

The study uses tables to present the summary of data collected from the secondary source 
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CHAPTER FOUR 

DATA PRESENTATION AND ANALYSIS 

4.1 Introduction 

In this chapter, the data analyzed is presented in a lucid manner and in line with the stated 

objectives and the research hypotheses. The model has growth and development of Eco 

bank Nigeria Limited proxy by return on asset of Eco-bank as the dependent variable, 

while internal control system proxy by investment in Information and Communication 

technology (ICT) and training serves as the independent variable.The study analyzed a 

quarterly data of the Bank for the period between 2010 and 2018. The analyzed result is 

presented and discussed as follow; 

As mentioned in chapter three, 50 questionnaires were administered, 50 were retrieved 

and necessary analysis was carried out on them and presented as follows: 

Table 1: Population Distribution  

Questionnaire 

Number  

Percentage 

served (%) 

Questionnaire 

retrieved 

Percentage 

retrieved (%) 

50 100 50 100 

 

4.2:   Data Analysis, Presentation and Interpretation 

This is the presentation of the quantitative data collected from the respondents through the 

questionnaire, drawn-tabulation and percent (%) age will be used to analyze the data 

accordingly as follows: 
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Part A: Classification According To Bio-Data  

Table 2:    Respondents analysis by Age 

Age Frequency Percent (%) Valid percent 

(%) 

Cumulative 

percent (%) 

21 -30 27 54.0 54.0 54.0 

31 – 40 11 22.0 22.0 76.0 

41 – 50 8 16.0 16.0 92.0 

ABOVE 50 4 8.0 8.0 100.0 

Total 50 100.0 100.0  

                           Source: IBM SPSS Processed (2018) 

 

The table above shows that 27 (54.0%) of the entire respondents are between the age 21-

30 years, 11 (22.0%) fall between the age 31-40 years, 8 (16.0%) also fall between the 

age of 41-50 and 4 (8.0%) also fall between the age of above 50. 
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Table3:Respondents Analysis by Sex. 

Gender Frequency Percent (%) Valid percent 

(%) 

Cumulative 

percent (%) 

MALE 24 48.0 49.0 49.0 

FEMALE 25 50.0 51.0 100.0 

Total 49 98.0 100.0  

     Source: IBM SPSS Processed (2018) 

The table above denotes that 24 representing (49%) of the total respondents are male 

while 26 representing (51%) are female. This has shown that more female responded to 

the questionnaire than male. 
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Table 4:Respondents analysis by Marital Status 

Status Frequency Percent (%) Valid percent 

(%) 

Cumulative 

percent (%) 

SINGLE 23 46.0 46.0 46.0 

MARRIED 22 44.0 44.0 90.0 

DIVORCED/SEPARATED 5 10.0 10.0 100.0 

Total 50 100.0 100.0  

                                   Source: IBM SPSS Processed (2018) 

The above table indicates that 23 (46%) represents single, 22 (44%) represents married 

and 5 (10%) represents divorce/ separated. Youth has more responses to the questionnaire 

than the married and others. 
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Table 5:Respondents analysis by Education 

Qualification Frequenc

y 

Percent 

(%) 

percen

t (%) 

Cumulative 

percent (%) 

PROFESSIONAL QUALIFICATION (ICAN / 

CIBN / ANAN) 

12 24.0 24.0 24.0 

POST GRADUATE (MBA/ MSC/ PHD) 23 46.0 46.0 70.0 

TERTIARY EDUCATION (FIRST DEGREE/ 

HND) 

14 28.0 28.0 98.0 

POST SECONDARY EDUCATION 

(NATIONAL DIPLOMA/ NCE) 

1 2.0 2.0 100.0 

Total 50 100.0 100.0  

                                              Source: IBM SPSS Processed (2018) 

The above table indicates that 12 (24%) represents professional qualification, 23 (46%) 

represents post graduate qualification, 14 (28%) represents tertiary education while 1(2%) 

represents post-secondary education.post graduate has more access to the questionnaire 

than others. 
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Table 6:Respondents analysis by Length of Service at Ecobank Nigeria Limited 

Years Frequency Percent (%) Valid percent 

(%) 

Cumulative 

percent (%) 

LESS THAN ONE YEAR 11 22.0 22.0 22.0 

1-3 YEARS 20 40.0 40.0 62.0 

3-6 YEARS 12 24.0 24.0 86.0 

ABOVE 6 YEARS 7 14.0 14.0 100.0 

Total 50 100.0 100.0  

                                         Source: IBM SPSS Processed (2018) 

The above table indicate that 11 (22%) represents respondents with less than one year 

length of service, 20 (40%) represents respondents with 1-3 years length of service, 12 

(24%) respondents with 3-6 years length of service, while 7 (14%) represents respondents 

with above 6 years length of service. The majority of the respondents are within 1-3years 

length of service at Ecobank Nigeria Limited (they had more access to the questionnaire 

than the others). 
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Table 7:    Respondents analysis by Position Held 

Position Frequency Percent (%) Valid percent 

(%) 

Cumulative 

percent (%) 

TOP MANAGEMENT LEVEL 8 16.0 16.3 16.3 

MIDDLE MANAGEMENT 

LEVEL 

21 42.0 42.9 59.2 

SUPERVISORY LEVEL 14 28.0 28.6 87.8 

TACTICAL LEVEL 6 12.0 12.2 100.0 

Total 49 98.0 100.0  

                                             Source: IBM SPSS Processed (2018) 

The above table indicates that 8 (16.3%) represents Top Level, 21 (42.9%) represents 

Middle level, 14 (28%) represents Supervisory level while 6 (12.2%) represents Tactical 

level. Middle level staff has more access to the questionnaire than the others. 
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PART B1:EFFECTINNESS OF INTERNAL CONTROL SYSTEM 

 

Table 8:There Are Adequate Assets Listing Training Done By Management 

  Frequency Percent Valid Percent Cumulative Percent 

 DISAGREE 1 2.0 2.0 2.0 

UNDECIDED 3 6.0 6.0 8.0 

AGREE 35 70.0 70.0 78.0 

STRONGLY AGREE 11 22.0 22.0 100.0 

Total 50 100.0 100.0  

    Source: IBM SPSS Processed (2018) 

The above table indicates that 1 (2%) represents respondents who disagreed that there are 

adequate assets listing and training done by management, 3 (6%) represents respondents 

that can’t decide whether or not there are adequate assets listing and training done by 

management, 35 (70%) represents respondents that agreed that there are adequate assets 

listing and training done by management and 11 (22%) represents respondents that 

strongly agreed that there are adequate assets listing and training done by management.  

Table 9:Procedures in Place Ensure Personnel Additions, Disposal, Replacement 

and Transfers for Proper Accountability 

  
Frequency Percent Valid Percent 

Cumulative 

Percent 

 STRONGLY DISAGREE 1 2.0 2.0 2.0 

DISAGREE 1 2.0 2.0 4.1 

UNDECIDED 6 12.0 12.2 16.3 

AGREE 34 68.0 69.4 85.7 

STRONGLY AGREE 7 14.0 14.3 100.0 

Total 49 98.0 100.0  

 Missing 1 2.0   

Total 50 100.0   

                                         Source: IBM SPSS Processed (2018) 
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The above table indicates that 1 (2%) represents respondent that strongly disagreed that 

procedures in place ensure personnel addition, 1 (2%) represents respondent that  

disagreed that procedures in place ensure personnel addition, 6 (12.2%) represents 

respondents that can’t decide whether or not procedures in place ensures personnel 

addition, 34 (69.4%) represents respondents that agreed that procedures in place ensures 

personnel addition and 7 (14.3%) represents respondents that strongly agreed that 

procedures in place ensures personnel addition.  

Table 10:   Capital Investment on Personnel Training and ICT are Approved by 

Appropriate Level of Management 

  
Frequency Percent Valid Percent Cumulative Percent 

 DISAGREE 2 4.0 4.0 4.0 

UNDECIDED 5 10.0 10.0 14.0 

AGREE 25 50.0 50.0 64.0 

STRONGLY AGREE 18 36.0 36.0 100.0 

Total 50 100.0 100.0  

                                                    Source: IBM SPSS Processed (2018) 

The above table indicate that 2 (4.0%) represents respondents that disagreed that capital 

investment on personnel training and ICT are approved by appropriate level of 

management, 5 (10.0%) represents respondents that can’t decide whether or not the 

capital investment on personnel training and ICT are approved by appropriate level of 

management, 25 (50%) represents respondents that agreed the capital investment on 

personnel training and ICT are approved by appropriate level of management and 18 

(36%) represents respondents that strongly agreed that capital investment on personnel 

training and ICT are approved by appropriate level of management. 
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Table 11: Assets numbering is Done Using ICT to Show Location and Protection of 

the Assets 

  
Frequency Percent Valid Percent Cumulative Percent 

 STRONGLY DISAGREE 2 4.0 4.0 4.0 

UNDECIDED 7 14.0 14.0 18.0 

AGREE 33 66.0 66.0 84.0 

STRONGLY AGREE 8 16.0 16.0 100.0 

Total 50 100.0 100.0  

                                            Source: IBM SPSS Processed (2018) 

The above table indicate that 2 (4.0%) represents respondents that strongly disagreed that 

assets numbering is done to show location and protection of the assets, 7 (14.0%) 

represents respondents that can’t decide whether or not assets numbering is done to show 

location and protection of the assets, 33 (66.0%) represents respondents that agreed that 

assets numbering is done to show location and protection of the assets and 8 (16.0%) 

represents respondents that strongly agreed that assets numbering is done to show location 

and protection of the assets 

Table 12:   There is Free Access to ICT Training for Personnel to Enhance 

Productivity 

  
Frequency Percent Valid Percent 

Cumulative 

Percent 

 STRONGLY DISAGREE 4 8.0 8.2 8.2 

DISAGREE 23 46.0 46.9 55.1 

UNDECIDED 7 14.0 14.3 69.4 

AGREE 7 14.0 14.3 83.7 

STRONGLY AGREE 8 16.0 16.3 100.0 

Total 49 98.0 100.0  

 Missing 1 2.0   

Total 50 100.0   

                                          Source: IBM SPSS Processed (2018) 

The above table indicates that 4 (8.2%) represents respondents that strongly disagreed that 

there is free access to ICT training for personnel, 23 (46.9%) represents respondents that 
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disagreed that there is free access to ICT training for personnel, 7 (14.3%) represents 

respondents that can’t decide whether or not  there is free access to ICT training for 

personnel, 7 (14.3%) represents respondents that agreed  that there is free access to ICT 

training for personnel and 8 (16.0%) represents respondents that strongly agreed there is 

free access to ICT training for personnel. 

Table 13:    Stock Taking is done With the Help of ICT Following the Procedures 

and in the Presence of the Internal Auditor 

 

 

 

 

 

 

  

Source: IBM SPSS Processed (2018) 

The above table indicates that 1 (2%) represents respondent that strongly 

disagreed that stock taking with ICT is done following the procedures, 9 (18%) 

represents respondents that can’t decide whether or not stock taking with ICT is 

done following the procedures, 29 (58%) represents respondents that agreed that 

stock taking with ICT is done following the procedures and 11 (22%) represents 

respondents that strongly agreed that stock taking with ICT is done following 

procedures.  

 

 

 

 

  

Frequency Percent Valid Percent 

Cumulative 

Percent 

 STRONGLY DISAGREE 1 2.0 2.0 2.0 

UNDECIDED 9 18.0 18.0 20.0 

AGREE 29 58.0 58.0 78.0 

STRONGLY AGREE 11 22.0 22.0 100.0 

Total 50 100.0 100.0  
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Table 14:   There is Adequate Investment on ICT Facilities, Personnel Training and 

Personnel Support Programs to Enhance Productivity 

  
Frequency Percent Valid Percent 

Cumulative 

Percent 

 DISAGREE 7 14.0 14.0 14.0 

UNDECIDED 4 8.0 8.0 22.0 

AGREE 19 38.0 38.0 60.0 

STRONGLY 

AGREE 

20 40.0 40.0 100.0 

Total 50 100.0 100.0  

    Source: IBM SPSS Processed (2018) 

The above table indicates that, 7 (14%) represents respondents that disagreed thatthere is 

adequate investment on ICT facilities and training, 4 (8%) represents respondents that 

can’t decide thatthere is adequate investment on ICT and training, 19 (38%) represents 

respondents that agreed thatthere is adequate investment on ICT and training, and 20 

(40%) represents respondents that strongly agreed thatthere is adequate investment on 

ICT and training 

Table 15:Personnel Undergoes Adequate Training on Policies to Ensure Effective 

Collection and Follow-Up of Due Accounts 

  
Frequency Percent Valid Percent Cumulative Percent 

 STRONGLY DISAGREE 1 2.0 2.0 2.0 

DISAGREE 1 2.0 2.0 4.0 

UNDECIDED 4 8.0 8.0 12.0 

AGREE 22 44.0 44.0 56.0 

STRONGLY AGREE 22 44.0 44.0 100.0 

Total 50 100.0 100.0  

                                             Source: IBM SPSS Processed (2018) 
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The above table indicate that 1 (2 %) represents respondent that strongly disagreed 

thatthere are adequate training on policies, 1 (2%) represents respondent that disagreed 

thatthere are adequate training on policies, 4 (8%) represents respondents that can’t decide 

thatthere are adequate training on policies or not, 22 (44%) represents respondents that 

agreed thatthere are adequate training on policies and 22 (44%) represents respondents 

that strongly agreed thatthere are adequate training on policies. 

PART B2: GROWTH AND DEVELOPMENT IN ECO BANK NIGERIA PLC 

Table 16:   Cost of Production has Been Reducing Dramatically for the Recent Years 

  

Frequency Percent Valid Percent 

Cumulative 

Percent 

 STRONGLY DISAGREE 3 6.0 6.1 6.1 

DISAGREE 21 42.0 42.9 49.0 

UNDECIDED 13 26.0 26.5 75.5 

AGREE 6 12.0 12.2 87.8 

STRONGLY AGREE 6 12.0 12.2 100.0 

Total 49 98.0 100.0  

 Missing 1 2.0   

Total 50 100.0   

    Source: IBM SPSS Processed (2018) 

The above table indicates that 3 (6.1%) represents respondents that strongly disagreed that 

cost of production has been reducing dramatically for the recent years, 21 (42.9%) 

represents respondents that disagreed that cost of production has been reducing 

dramatically for the recent years, 13 (26.5%) represents respondents that can’t decide that 

cost of production has been reducing dramatically for the recent years or not, 6 (12.2%) 

represents respondents that agreed  that cost of production has been reducing dramatically 
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for the recent years and 6 (12.2%) represents respondents that strongly agreed cost of 

production has been reducing dramatically for the recent years. 

 

Table 17:   The Bank is now on a Better Position to Serve Clients More efficiently 

and effectively 

  
Frequency Percent Valid Percent 

Cumulative 

Percent 

 STRONGLY 

DISAGREE 2 4.0 4.1 4.1 

 UNDECIDED 2 4.0 4.1 8.2 

 AGREE 31 62.0 63.3 71.4 

 STRONGLY 

AGREE 14 28.0 28.6 100.0 

 Total 49 98.0 100.0  

 Missing 1 2.0   

Total 50 100.0   

                                    Source: IBM SPSS Processed (2018) 

The above table indicates that 2 (4.1%) represents respondents that strongly disagreed 

thatthe bank is now in a better position to serve clients, 2 (4.1%) represents respondents 

that can’t decide thatthe bank is now in a better position to serve clients or not, 31 

(63.3%) represents respondents that agreed thatthe bank is now in a better position to 

serve clients and 14 (28.6%) represents respondents that strongly agreed thatthe bank is 

now in a better position to serve clients. 
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Table 18:    Growth is measured through Quality Services and Products 

  
Frequency Percent Valid Percent 

Cumulative 

Percent 

 STRONGLY DISAGREE 2 4.0 4.1 4.1 

DISAGREE 1 2.0 2.0 6.1 

UNDECIDED 2 4.0 4.1 10.2 

AGREE 8 16.0 16.3 26.5 

STRONGLY AGREE 36 72.0 73.5 100.0 

Total 49 98.0 100.0  

     

                                Source: IBM SPSS Processed (2018) 

The above table indicates that 2 (4.1%) represents respondents that strongly disagreed 

thatgrowth is measured through quality service and products, 1 (2.0%) represents 

respondent that disagreed that growth is measured through quality service and products, 2 

(4.1%) represents respondents that can’t decide that growth is measured through quality 

service and products or not, 8 (16.3%) represents respondents that agreed  that growth is 

measured through quality service and products and 36 (72.5%) represents respondents 

that strongly agreed that growth is measured through quality service and products. 
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Table 19:  The Bank is Able to Build Customer Satisfaction Through Quality 

Products and Services 

  
Frequency Percent Valid Percent 

Cumulative 

Percent 

 DISAGREE 1 2.0 2.1 2.1 

UNDECIDED 2 4.0 4.2 6.3 

AGREE 30 60.0 62.5 68.8 

STRONGLY AGREE 15 30.0 31.3 100.0 

Total 48 96.0 100.0  

 Missing 2 4.0   

Total 50 100.0   

                                        Source: IBM SPSS Processed (2018) 

The above table indicates that 1 (2.1%) represents respondent that disagreed thatthe bank 

is able to build customer satisfaction, 2 (4.2%) represents respondents that can’t decide 

thatthe bank is able to build customer satisfaction or not, 30 (62.5%) represents 

respondents that agreedthatthe bank is able to build customer satisfaction and 15 (31.3%) 

represents respondents that strongly agreed thatthe bank is able to build customer 

satisfaction. 
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Table 20:  Growth of the Bank Results from Assets Financing, Employee Skills and 

Processes Involved in Production 

  
Frequency Percent Valid Percent 

Cumulative 

Percent 

 STRONGLY DISAGREE 2 4.0 4.1 4.1 

DISAGREE 2 4.0 4.1 8.2 

UNDECIDED 7 14.0 14.3 22.4 

AGREE 30 60.0 61.2 83.7 

STRONGLY AGREE 8 16.0 16.3 100.0 

Total 49 98.0 100.0  

 Missing 1 2.0   

Total 50 100.0   

                                                Source: IBM SPSS Processed (2018) 

The above table indicates that 2 (4.1 %) represents respondent that strongly disagreed 

thatgrowth of the bank results from assets financing,2 (4.1%) represents respondent that 

disagreed that growth of the bank results from assets financing, 7 (14.3%) represents 

respondents that can’t decide that growth of the bank results from assets financing or not, 

30 (61.2%) represents respondents that agreed that growth of the bank results from assets 

financing and 8 (16.3%) represents respondents that strongly agreed that growth of the 

bank results from assets financing. 
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Extracts from Security and Exchange Commission Bulletin of Assets of Banks in 

Nigeria for 2010-2018 

Table 21: Assets Declared for 2010 - 2015 

ASSETS 

Banking 2010 2011 2012 2013 2014 2015 

ACCESS 

BANK 

NIG. PLC 

 

N/A 

 

174,553.87 

 

328,615.19 

 
1,031,842.02 

 

647,574.72 

 

N/A 

ECO BANK 

NIGERIA 

PLC 

 

67,652.62 

 

132,091.71 

 

311,395.89 

 

432,466.25 
 

N/A 

 

N/A 

 

FIDELITY 

BANKPLC 

 

 

N/A 

 

 

119,986.00 

 

 

217,144.00 

 

 

533,122.00 

 

 

434,052.00 

 

 

N/A 

FIRST 

CITY 

MONUME

NTBANK 

PLC 

 

 

 

N/A 

 

 

 

106,611.29 

 

 

 

262,805.89 

 

 

 

465,210.90 

 

 

 

460,081,09 

 

 

 

N/A 

GT BANK 

PLC 

 

N/A 

 

304,580.63 

 

478,363.06 

 

918,278.76 

 

1,019,911.54 

 

N/A 

STERLING 

BANK PLC 

 

19,435.29 

 

109,664.43 

 

145,974.67 

 

236,502.92 

 

205,640.83 

 

 

N/A 

UNION 

BANK 

NIGERIA  

PLC 

 

248,928.00 

 

851,241.00 

 

1,102,348.0 

 
1,520,091.00 

 

1,400,879.00 

 

 

 

N/A 

WEMA 
BANK PLC 

 

N/A 

 

N/A 

 

182.87 

 

156.21 

 

150.94 

 

N/A 

ZENITH 

BANK 

PLC 

 

332,885.00 

 

610,769.00 

 

883,941.00 

 
1,680,032.00 

 

1,573,196.00 

 

 

N/A 

    Source: Security and Exchange Commission(2018) 
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Table 22:  Shareholders Funds for 2010 - 2015 

SHAREHOLDERS FUNDS 

Banking 2010 2011 2012 2013 2014 2015 

ACCESS 

BANK 

NIG. PLC 

 

N/A 

 

28,893.89 

 

28,384.89 

 

172,002.03 

 

173,151.02 

 

N/A 

ECOBANK 

NIGERIA 

PLC 

 

 

 

 

26,935.30 

 

 

 

29,321.45 

 

 

 

34,822.35 

 

 

 

76,825.90 

 

 

 

74,320.00 

 

 

N/A 

FIDELITY 

BANK 

PLC 

 

 

 

N/A 

 

 

25,597.00 

 

 

26,757.00 

 

 

135,863.00 

 

 

129,340.00 

 

 

134,444.00 

FIRST CITY 

MONUMEN

T 

BANK PLC 

 

 

 

N/A 

 

 

26,398.33 

 

 

30,968.87 

 

 

132,127.48 

 

 

128,127.07 

 

 

134,635.82 

GT BANK 

PLC 

 

N/A 

 

40,645.54 

 

47,433.19 

 

179,550.73 

 

188,475.80 

 

205,167.80 

STERLING 

BANK 

PLC 

 

2,966.73 

 

26,319.33 

 

26,800.40 

 

30,238.88 

 

22,141.99 

 

26,320.49 

UNION 

BANK OF 

NIGERIA  

PLC 

 

17,702.00 

 

47,621.00 

 

164,821.00 

 

188,155.00 

 

187,719.00 

 

135,894.00 

WEMA 
BANK PLC 

 

N/A 

 

N/A 

 

26,426.65 

 

 19,936.57 

 

45,837.96 

 

14,837.28 

ZENITH 

BANK 

PLC 

 

37,790.00 

 

100,401.0 

 

112,833.00 

     

338,483.00 

 

328,383.00 

 

350,414.00 

Source: Security and Exchange Commission (2018) 
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Table 23:    Banks Share Capital 

SHARE CAPITAL 

Banking 2010 2011 2012 2013 2014 2015 

ACCESS 

BANK 
NIG. PLC 

 

N/A 
 

6,978.16 

 

3,489.08 
 

8,071.25 
 

8,131.02 

 

N/A 

ECOBANK 
NIGERIA 

PLC 

 

 

5,413.56 

 

 

 

 

10,827.11 

 

 

10,827.11 

 

 

3,609.04 

 

 

N/A 

 

 

6,940.00 

 

 

FIDELITY 

BANK 

PLC 

 

 

 

N/A 

 

 

 

8,232.00 

 

 

 

8,232.00 

 

 

 

14,481.00 

 

 

 

14,481.00 

 

 

 

14,481.00 

FIRST 

CITY 

MONUME

NT 

BANK PLC 

 

 

 

 

N/A 

 

 

 

 

4,751.22 

 

 

 

 

4,751,22 

 

 

 

 

8,135.60 

 

 

 

 

8,135.60 

 

 

 

8,135.60 

GT BANK 

PLC 

 

N/A 

 

3,000.00 

 

4,000.00 

 

7,461.50 

 

9,326.88 

 

11,658.60 

STERLING 

BANK 

PLC 

 

2,386.99 

 

5,276.42 

 

5,276.42 

 

6,281.55 

 

6,281.55 

 

6,281.55 

UNION 

BANK OF 

NIGERIA  

PLC 

 

1,530.00 

 

3,530.00 

 

5,748.00 

 

8,622.00 

 

10,778.00 

 

6,755.00 

WEMA 

BANK PLC 
 

N/A 

 

N/A 

 

5,034.97 

 

5,034.97 

 

5,160.32 

 

6,410.62 

ZENITH 

BANK 

PLC 

 

3,000.00 

 

4,587.00 

 

4,633.00 

 

8,372.00 

 

12,559.00 

 

15,698.00 

Source: Security and Exchange Commission (2018)
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4.3: Data Analysis 

Analyzed data result is presented in the table below:  

Table 24: Showing the Multiple RegressionResults:  

Dep. Var: ROA Coefficient Std Error t-stat. Prob. Remark 

INVTR  4.51 0.415 10.87 0.00 (+) S 

INVICT 3.87 0.168 23.04 0.00 (+) S 

 

R2 = 0.87,      DW = 1.92,        F-STAT = 16.28,        N = 30 

Where NS = Not Significant, N = Significant., (+) = Positive, (-) = Negative 

Source: Researcher’s E-views Computation 

ROA         =           4.51 INVTR   +   3.87 INVICT 

Table 30 shows the result of the regression analysis of Human capital investment and financial 

performance of Eco Bank in Nigeria. It shows that a unit increase in investment on training of 

employees causes return on asset to rise by 4.51 units. Likewise, a unit increase in investment in ICT 

causes return on asset to rise by 3.87 units.  The result further reveals that the model for the study is 

well fitted at F-statistic = 16.28. The coefficient of determination (R-square), which measures the 

goodness of fit of the model, indicates that 87% of the variations observed in the dependent variable 

were explained by the independent variables. This is a highly significant goodness of fit value, 

implying that only about 13% were left unexplained which of course has been captured by the 

stochastic error term. 
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4.4: Test of Hypotheses and Decision: 

Test of Hypothesis One 

Ho1: Investment in training of employees has no significant positive relationship with Return 

on Asset (ROA) of Eco bank in Nigeria. 

The result shows that investment on training employees by Eco-bank has a positive and 

significant impact on the growth and development of Eco-bank as reflected in her return on 

asset (investment in training of employees coefficient = 4.51, p = 0.00 < 0.05, t-value = 10.87). 

It shows that a unit increase in investment on training of employees causes return on asset to 

rise by 4.51 units. Also, using a rule of thumb of two, the t-value obtained for the investment in 

training variable is statistically significant,  since it exceed the rule of thumb value of 2 i.e. 

10.87 > 2.  

Decision: From the analysis above, we reject the null hypothesis and accept the alternate 

which indicates that Investment in training of employees has a significant and positive 

relationship with Return on Asset (ROA) of Eco Bank in Nigeria. From the positive sign it 

implies that investment in training of employees has been having a positive effect on the 

growth and development of Eco bank in Nigeria. 

Test of Hypothesis two 

Ho2: Investment in information and Communication Technology (ICT) has no significant 

positive relationship with Return on Asset (ROA) of Eco Bank in Nigeria. 

The result shows that investment of Eco-bank in ICT has a positive and significant impact on 

the return on asset (ROA) of Eco bank in Nigeria (investment in ICT coefficient = 3.87, p = 

0.00 < 0.05, t-value = 23.04). It shows that a unit increase in investment in ICT causes return 

on asset to rise by 3.87 units. Also, using a rule of thumb of two, the t-value obtained for the  
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investment in ICT variable is statistically significant,  since it exceed the rule of thumb value 

of 2 i.e. 23.04 > 2.  

 

Decision: From the analysis above, we reject the null hypothesis and accept the alternate 

which indicates that Investment in information and Communication Technology (ICT) has a 

significant and positive relationship with Return on Asset (ROA) of Eco Bank in Nigeria. 

From the positive sign it implies that investment in ICT has been having a positive and 

significant effect on the growth and development of Eco bank in Nigeria 

 

Test of Hypothesis Three 

 Table 25:Weakness in the internal control system in Eco Bank Nigeria Limited does not 

lead to fraud. 

Model Summaryb 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

Durbin-

Watson 

R Square 

Change F Change df1 df2 Sig. F Change 

1 .063a .004 -.017 1.078 .004 .193 1 48 .662 2.055 

a. Predictors: (Constant), WEAKNESS IN INTERNAL CONTROL SYSTEM  

b. Dependent Variable: FRAUD 

       Source: IBM SPSS Processed (2018) 
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Table 26:   Analysis showing the Weakness in the internal control system and fraud 

 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

T Sig. 

99.0% Confidence Interval for 

B 

B Std. Error Beta Lower Bound Upper Bound 

1 (Constant) 3.816 .753  5.067 .000 1.796 5.836 

WEAKNESS IN 

INTERNAL CONTROL 

SYSTEM  

.083 .189 .063 .439 .659 -.424 .590 

a. Dependent Variable: FRAUD 

       Source: IBM SPSS Processed (2018) 

The result revealed that the calculated t-statistics for the parameter estimates is (t = 0.439), P < 

0.01 is less than tabulated t statistics (1.9960) at 0.01 level of significance.  

The coefficient of determination ( R2) is 0.004, it implies that weakness in the internal control 

system explains 4 % of the variation in fraud. The remaining 96% unexplained variation is 

largely due to the other variables outside the regression model which are otherwise included in 

the stochastic error term. Also with the value of R in the model it shows that there is no 

significant relationship between the dependent variable and independent variable at 0.01 level 

of significant (r = .063,P < 0.01). 

Decision: From the analysis above we accept the Null hypothesis and reject the Alternative 

hypothesis. That is Weakness in the internal control system in Eco Bank Nigeria Limited does 

not lead to frauds. 
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Test of Hypothesis Four 

Table 27:there is no significant relationship between internal control system and the 

growth and development of Eco-Bank Nigeria Limited. 

Model Summaryb 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

Durbin-

Watson 

R Square 

Change F Change df1 df2 

Sig. F 

Change 

1 .470a .221 .205 .647 .221 13.346 1 47 .001 1.369 

a. Predictors: (Constant), INTERNAL CONTROL SYSTEM 

b. Dependent Variable: GROWTH AND DEVELOPMENT OF ECO-BANK NIGERIA LIMITED 

       Source: IBM SPSS Processed (2018) 

 Table: 28   Analysis showing the relationship between internal control system and the 

growth and developmentof Eco-Bank Nigeria Limited 

Coefficientsa 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

T Sig. 

99.0% Confidence Interval for 

B 

B Std. Error Beta Lower Bound Upper Bound 

1 (Constant) 2.791 .376  7.426 .000 1.782 3.801 

INTERNAL CONTROL 

SYSTEM 

.331 .091 .470 3.653 .001 .088 .574 

a. Dependent Variable: GROWTH AND DEVELOPMENT OF ECO-BANK NIGERIA LIMITED 

       Source: IBM SPSS Processed (2018) 

 

 

The result revealed that the calculated t-statistics for the parameter estimates is ( t = 3.653),  P 

< 0.01 is greater than tabulated t statistics ( 1.9960) at  0.01 level of significance. 
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The coefficient of determination ( R2) is .221, it implies that the internal control system explain 

22% of the variation in the growth and development of Eco-Bank Nigeria Limited. The 

remaining 78% unexplained variation is largely due to the other variables outside the 

regression model which are otherwise included in the Stochastic error term. Also with the 

value of R in the model it shows that there is significant relationship between the dependent 

variable and independent variable at 0.01 level of significant (r = .470,P < 0.01)..  

Decision: From the analysis above,we reject the Null hypothesis and accept the Alternative 

hypothesis. That is there is significant relationship between internal control system and the 

growth and development of Eco bank Nigeria Limited. 

 

4.5:      Discussion of findings 

The results revealed that there is a statistically significant relationship between investment in 

training and the growth and development of Eco bank in Nigeria. What it implies is that much 

of the banks fund that goes into training has been enhancing the performance of the bank staff 

thereby improving the growth and the development of the bank. Given the fact that, the 

essence of the training is to improve on the job performance of the bank staff. As such, the 

budget that goes into the bank training of staff annually has had positive effect on the staff 

performance and in the overall on the bank. Likewise, the results revealed that there is a 

statistically significant relationship between investment in ICT and Eco bank in Nigeria. What 

it implies is that the banks fund that goes into purchase of ICT equipment has been enhancing 

the bank’s internal control system and at the same time boosting the performance of the bank’s 

staff. Given the fact that, the purchase of the ICT equipment has been regular and consistent it 

does naturally spur the bank staff to work effectively. As such, the budget that goes into the 

banks ICT equipment purchase annually has had significant and positive effect on the staff 

performance and in the overall on the growth and development of the bank.< 0.01). From the  
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finding also, it was discovered that a weak internal control system does not necessarily give 

room for fraud. There is constant review and modification of internal control system to adapt to 

changes that may occur in the organization. 

Also, there is a standard reporting procedure for fraud and attempted fraud in the organization. 

 

4.6: Regression 

Table 29:     Descriptive Statistics 

 Mean Std. Deviation N 

GROWTH AND 

DEVELOPMENT ECO 

BANK 

4.12 .726 49 

INTERNAL CONTROL 

SYSTEM 

4.02 1.031 49 
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Table 30:     Correlations 

  GROWTH 

AND 

DEVELOPME

NT OF ECO 

BANK 

INTERNAL 

CONTROL 

SYSTEM 

Pearson Correlation GROWTH AND 

DEVELOPMENT OF 

ECO BANK 

1.000 .470 

INTERNAL CONTROL 

SYSTEM 

.470 1.000 

Sig. (1-tailed) GROWTH AND 

DEVELOPMENT OF 

ECO BANK 

. .000 

INTERNAL CONTROL 

SYSTEM 

.000 . 

N GROWTH AND 

DEVELOPMENT OF 

ECO BANK 

49 49 

INTERNAL CONTROL 

SYSTEM 

49 49 

 Source: IBM SPSS Processed (2018) 

 

Table 31:     Model Summary 

Mod

el R 

R 

Square 

Adjusted 

R Square 

Std. Error 

of the 

Estimate 

Change Statistics 

Durbin-

Watson 

R Square 

Change 

F 

Change df1 df2 

Sig. F 

Change 

1 .470a .221 .205 .647 .221 13.346 1 47 .001 1.369 

a. Predictors: (Constant), INTERNAL CONTROL SYSTEM 

b. Dependent Variable: GROWTH AND DEVELOPMENT OF ECO BANK 

       Source: IBM SPSS Processed (2018) 



94 
 

 

Table 32:    ANOVA  

Model Sum of Squares Df Mean Square F Sig. 

1 Regression 5.588 1 5.588 13.346 .001a 

Residual 19.678 47 .419   

Total 25.265 48    

a. Predictors: (Constant), INTERNAL CONTROL SYSTEM 

b. Dependent Variable: GROWTH AND DEVELOPMENT OF ECO BANK 

 

Table 33:    Coefficients 

Model 

Unstandardized 

Coefficients 

Standardize

d 

Coefficient

s 

T Sig. 

99.0% Confidence 

Interval for B 

B Std. Error Beta 

Lower 

Bound 

Upper 

Bound 

1 (Constant) 2.791 .376  7.426 .000 1.782 3.801 

INTERNAL 

CONTROL 

SYSTEM 

.331 .091 .470 3.653 .001 .088 .574 

Dependent: GROWTH AND DEVELOPMENT OF ECO BANK 

                                                                 Source: IBM SPSS Processed (2018) 

 

Table 34:     Residuals Statistics 

 Minimum Maximum Mean Std. Deviation N 

Predicted Value 3.45 4.45 4.12 .341 49 

Residual -1.454 .884 .000 .640 49 

Std. Predicted Value -1.960 .951 .000 1.000 49 

Std. Residual -2.246 1.367 .000 .990 49 
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CHAPTER FIVE 

SUMMARY OF MAJOR FINDINGS, CONCLUSION AND RECOMMENDATIONS 

5.1 Introduction 

In this chapter, we will be summarizing the major findings of this research work, also make 

conclusion on the study based on the findings, highlighting the contributions of the work to 

knowledge. We will be making recommendations based on our findings and as well suggest 

related areas for further studies 

5.2 Summary of Major Findings 

This study has attempted to investigate the impact of internal control system on the growth and 

development of Eco bank in Nigeria between 2010 and 2018. Variables like the investment in 

staff training on how to use acquired facility and the investment in ICT served as proxies for 

internal control system while the performance of the bank as reflected by her return on asset 

served as the proxy for growth and development. The analysed results revealed that there is a 

positive and significant relationship between the dependent variables return on asset and the 

independent variable internal control system. That is, for the period of the study internal 

control has had significant and positive impact on the growth and development of Eco bank 

Nigeria Limited. From the empirical results of the study, staff training is positively related with 

Eco bank performance in Nigeria within the period of study. Similarly, the investment in ICT 

had a positive and statistically significant relationship with the growth and development of Eco 

bank in Nigeria.  

5.3 Conclusion 

With the advent of modern technology, the banking industry in most part of the world has 

adopted the use of this technology to improve on her performance and in line with best global 

practice. One of the direct uses of these modern facilities by the banks is for internal control of  
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the day-to-day banking operations. Hence, this study examines the effect of the internal control 

system on the growth and development of Eco bank Nigeria Limited. In the study, the return 

on asset was use as a proxy for growth and development of the bank over the period of the 

study, while the bank investment on the staff to handle the facility and the investment on the 

facility served as the proxy internal control system. As such, it revealed that internal control 

system has impacted positively and significantly on the growth and development of Eco bank 

in Nigeria. The study concludes with the fact that the use of the internal control system in Eco 

bank has enhanced her performance in terms of her growth and development in Nigeria. 

 

5.4 Recommendations 

From the results of the findings, it can be categorically said that the internal control system has 

had significant and positive effect on the growth and development of Eco bank in Nigeria. It is 

on this note that the following recommendations are advocated for;  

i.   Drawing from the fact that internal control system has contributed significantly to the 

growth and development of Eco bank, adequate fund should be set aside and channelled 

towards training of the staff so as to sustain the growth and development that has been attained 

at present. 

ii. Given that there is also a significant and positive influence of ICT on the banks’ internal 

control system and on the growth and development of Eco bank, it is recommended that 

measures should be put in place to ensure that modern equipment and facility are continuously 

acquired to sustain the feat attained. 

iii, Assets listing and tagging  to ensure the location, protection and utilization of such asset to 

attain the organizational objectives. 
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iv. A good salary structure for the internal control officers will serve as a motivation to 

enhance their productivity. 

v. Effective and efficient corporate governance should be in place. 

5.5 Contribution to Knowledge 

As a mark of its contribution to knowledge, the study has brought to the fore the positive 

influence of staff training on the growth and performance of Eco bank in Nigeria. The study 

has also revealed the significant impact of ICT on internal control system in banks and its 

importance to the growth and development of the bank. As such, banks operation can be 

enhanced through adequate training of staff and the purchase of modern ICT facility that help 

to check fraud and its consequence on the growth and development of banks.  

It helps organization to identify and utilize available assets in order to achieve their objectives 

 

5.6 Suggested Area for Future Research 

Further studies in this area can take a look at the followings: 

i. A study on the effect of on the job training on the profitability of commercial banks in 

Nigeria. 

ii. Secondly, an investigation into the separate impact of investment in information and 

communication technology on the performance of commercial banks in Nigeria.  

iii. Effect of corporate governance on the growth and development of Eco Bank Nig Ltd. 
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APPENDIX I 

 

Regression 

 ANALYSIS 

Descriptive Statistics 

 Mean Std. Deviation N 

BANK PERFORMANCE 4.12 .726 49 

INTERNAL CONTROL 

SYSTEM 

4.02 1.031 49 

 

Correlations 

  BANK 

PERFORMAN

CE 

INTERNAL 

CONTROL 

SYSTEM 

Pearson Correlation BANK PERFORMANCE 1.000 .470 

INTERNAL CONTROL 

SYSTEM 

.470 1.000 

Sig. (1-tailed) BANK PERFORMANCE . .000 

INTERNAL CONTROL 

SYSTEM 

.000 . 

N BANK PERFORMANCE 49 49 

INTERNAL CONTROL 

SYSTEM 

49 49 
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Variables Entered/Removed 

Model 

Variables 

Entered 

Variables 

Removed Method 

1 INTERNAL 

CONTROL 

SYSTEM 

. Enter 

a. All requested variables entered. 

b. Dependent Variable: BANK PERFORMANCE 

Model Summary 

Mod

el R 

R 

Square 

Adjusted 

R Square 

Std. Error 

of the 

Estimate 

Change Statistics 

Durbin-

Watson 

R Square 

Change 

F 

Change df1 df2 

Sig. F 

Change 

1 .470a .221 .205 .647 .221 13.346 1 47 .001 1.369 

a. Predictors: (Constant), INTERNAL CONTROL SYSTEM 

b. Dependent Variable: BANK PERFORMANCE 

 

ANOVA 

Model Sum of Squares Df Mean Square F Sig. 

1 Regression 5.588 1 5.588 13.346 .001a 

Residual 19.678 47 .419   

Total 25.265 48    
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Coefficients 

Model 

Unstandardized 

Coefficients 

Standardize

d 

Coefficient

s 

T Sig. 

99.0% Confidence 

Interval for B 

B Std. Error Beta 

Lower 

Bound 

Upper 

Bound 

1 (Constant) 2.791 .376  7.426 .000 1.782 3.801 

INTERNAL 

CONTROL 

SYSTEM 

.331 .091 .470 3.653 .001 .088 .574 

Dependent Variable: BANK PERFORMANCE 

 

Residuals Statistics 

 Minimum Maximum Mean Std. Deviation N 

Predicted Value 3.45 4.45 4.12 .341 49 

Residual -1.454 .884 .000 .640 49 

Std. Predicted Value -1.960 .951 .000 1.000 49 

Std. Residual -2.246 1.367 .000 .990 49 

a. Dependent Variable: BANK PERFORMANCE 

 



108 
 

 

APPENDIX II 

SAMPLE OF RESEARCH QUESTIONNAIRE FOR ACADEMIC STUDY 

                                                                                                  Department, 

                                                                                                  Faculty  

  University, 

 

Dear Respondent,  

I am a master student of the department of Business Administration, faculty of management 

sciences SALEM University LokojaKogi State. I am carrying out a research on the subject“the 

effect of internal control system on the growth and development of eco bank Nigeria 

limited” in partial fulfillment of the requirement for the award of Master of Science Degree in 

Business Administration. 

Attached to this Letter is a questionnaire aimed at gathering some vital information to assist me 

complete the research work. Kindly respond to the statements/questions as freely as possible in 

the space provided. All information given will be treated with utmost confidentiality and will 

be used solely for the purpose of the research.  

Thanks in anticipation of your co-operation 

Yours Faithfully, 

…………………….. 

AUDU ABEL OJODOMO 
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QUESTIONNAIRE ON “THE EFFECT OF INTERNAL CONTROL SYSTEM ON 

THE GROWTH AND DEVELOPMENT OF ECO BANK NIGERIA PLC” 

SECTION “A”:  SOCIO – DEMOGRAPHIC INFORMATION 

Please Tick yourappropriate Choice like this (√) 

1. Age (Years):  21-30  31 – 40    41 – 50      Above 50 

2. Gender:  Male           Female  

3. Marital Status  

        Single   Married   Divorced/Separated  

4. Level of Education  

  Professional Qualification                     Post Graduate                                                           

       (ICAN/CIBN /ANAN)                          (MBA/MSC/Ph.D)  

Tertiary Education                         Post-Secondary Education 

(First Degree/HND)                        (National Diploma/NCE)                         

Others (Please Specify) …………………………………………… 

5. Length of service at Ecobank Nigeria 

Less than one year        1 – 3 years         3 – 6 years  Above 6 years  

6. Position Held: 

Top management level              Middle management level           Supervisory level           

Tactical level 
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SECTION “B1”:  EFFECTIVENESS OF INTERNAL CONTROL SYSTEM 

Instruction: please tick (√) as appropriate. 

In this section, the researcher seeks to establish the effectiveness of internal control system on 

the growth and development of Ecobank Nigeria plc.  Please tick(√) the appropriate alternative                           

Key; Where SA-strongly agree, A- agree, UD- undecided, SD-strongly disagree D-disagree 

S/N STATEMENT SA A UD SD D 

7 There are adequate assets listing and 

training done by management 

     

8 Procedures in place ensure personnel 

additions, disposal,  replacement and 

transfers for proper accountability 

     

9 Capital investments on personnel 

training and ICT are approved by 

appropriate level of management 

     

10 Assets numbering is done using ICT to 

show location and protection of the 

assets. 

     

11 There is free access to ICT training for 

personnel of Eco Bank to enhance 

productivity 

     

12 Stock taking is done with the help of 

ICT following the procedures and in the 

presence of the internal auditor 

     

13 There is adequate investment on ICT 

facilities, Personnel training and 

personnel support programs to enhance  
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Productivity 

14 Personnel undergoes  adequate training 

on policies to ensure effective collection 

and follow- ups of due accounts 

     

 

SECTION “B2”: GROWTH AND DEVELOPMENT IN ECO BANK PLC 

Instruction: please tick (√) as appropriate. 

In this section the researcher seeks to establish the level of growth and development in 

Ecobank Nigeria plc.  Please Tick the appropriate alternative                           

Key: Where, SA=strongly agree, A= Agree, UD- undecided, D=Disagree, SD=strongly 

disagree 

S/N      STATEMENT SA A UD SD D 

15 Cost of production has been reducing 

dramatically for the recent years 

     

16 The bank is now in a better position to serve 

clients more efficiently and effectively 

     

17 growth is measured through quality services and 

products 

     

18 The bank is able to build customer satisfaction 

through quality products and services 

     

19 Growth and development of the bank results from 

assets financing, employee skills and processes 

involved in production 

     

Thank you 

 


