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Abstract

This study investigated the relationship between internal control and organizational performance
of selected deposit money banks in Nigeria with specific objectives to determine the impact of
risk assessment on the performance of DMBs in Nigeria; evaluate the relationship between
monitoring activities and performance of DMBs in Nigeria; and establish the impact of control
activities on the performance of DMBs in Nigeria. It is expected that effective internal control
mechanisms in any organization assist to improve the achievement of organization’s goals and
objectives. As it is yet to be determined whether or not the internal control mechanism has a
major impact on performance of DMBs in Nigeria, this study was prompted by the fact that
there are still numerous unresolved issues in Nigeria's DMBs' internal control mechanisms.
Primary data was collected using questionnaires administered to top level employees and other
employees of 11 banks using a purposive random sample of 150 respondents out of which 97
responses were collected. The data were analyzed using descriptive statistics, correlation
analysis, exploratory factor analysis and regression with aid of Statistical Package for Social
Sciences (SPSS) version 26. The result of the analysis shows that risk assessment, monitoring
activities and control activities each have a positive and significant impact on financial, non
financial and overall organizational performance DMBs in Nigeria. Based on the research
findings it can be concluded that internal control mechanism is a significant predictor of
organization performance and that effective internal control systems must incorporate the effects
of risk assessment, monitoring and control activities to enhance organizational performance of
DMBs. The study therefore recommended that internal control systems especially risk
assessment, monitoring activities and control activities are significant areas and management of
DMBs in Nigeria should give great attention to them in order to improve organizational
performance.

Keywords: Risk assessment, Monitoring Activities, Control Activities, Financial performance,
Non financial performance.

Word Count: 295



Table of Contents

Content

Page

Title

i

Certification

ii

Dedication

iii

Acknowledgement

iv

Abstract

v

Table of Contents

vi

List of Tables

x

List of Figures

xii

Chapter One: Introduction

1.1 Background to the Study

1

1.2 Statement of the Problem

7



1.3 Aim and Objectives of the Study

12

1.4 Research Questions

12

1.5 Research Hypotheses

13

1.6 Scope of the Study

13

1.7 Significance of the Study

14

1.8 Limitations of the Study

15

1.9 Operational Definitions of Terms

15

Endnotes

17

Chapter Two: Literature Review

2.1 Conceptual Review

19

2.1.1 Internal Control

19

2.1.1.1 Objectives of Internal Control

20



2.1.1.2 Internal Control Components

21

2.1.1.3 Benefits of Internal Control

33

2.1.1.4 Limitation of Internal Control

34

2.1.1.5 Factors that Determine the Success of an Internal Control System

35

2.1.2 Organizational Performance

36

2.1.2.1 Financial Performance

36

2.1.2.2 Non-financial Performance

36

2.1.2.3 Measurement of Financial Performance

37

2.2 Theoretical Review

43

2.2.1 Agency theory

43

2.2.2 Stewardship Theory

44



2.2.3 Positive Accounting Theory

45

2.2.4 Attribution Theory

46

2.3 Empirical Review

47

2.4 Summary of Gaps in Literature Reviewed

66

2.5 Theoretical Framework

66

Endnotes

68

Chapter Three: Methodology

3.1 Research Design

73

3.2 Population of the Study

73

3.3 Sample and Sampling Techniques

74

3.4 Description of the Instrument

74

3.5 Pilot Study

75



3.6 Validation of the Research Instrument

75

3.7 Reliability of the Instrument

75

3.8 Administration of Instrument

75

3.9 Method of Data Analysis

76

3.10 Model Specification

76

3.11 A priori Expectations

79

3.12 Ethical Consideration

79

Chapter Four: Results and Discussion of Findings

4.1 Demographic Data Analysis

80

4.2 Descriptive Analysis

85

4.3 Presentation of Data

97

4.3.1 Correlation Analysis

98



4.3.2 Kaiser-Meyer-Olkin (KMO) and Bartlett’s Test

98

4.3.3 Extracted Factors and Percentage of Variance

100

4.4 Hypothesis Testing

104

4.3.1 Hypothesis One

104

4.3.2 Hypothesis Two

107

4.3.3 Hypothesis Three

110

4.4 Discussion of Findings

112

Endnotes

121

Chapter Five: Conclusion

5.1 Summary of Findings

123

5.2 Conclusion

127

5.3 Recommendation

128



5.4 Contribution to Knowledge

128

5.5 Area of Further Research

129

Bibliography

130

Appendix

136

Biodata

177

University Compliance Certification

179



List of Tables

Table Title

Page

4.1.1 Demographic Characteristics of Respondents

81

4.1.2 Control Environment: Frequency Distribution of Respondents 86

4.1.3 Risk Assessment: Frequency Distribution of Respondents 88

4.1.4 Control Activities: Frequency Distribution of Respondents 90

4.1.5 Information and Communication: Frequency Distribution of Respondents 92

4.1.6 Monitoring Activities: Frequency Distribution of Respondents 94

4.1.7 Performance: Frequency Distribution of Respondents

96

4.2.1 The Kaiser-Meyer-Olkin (KMO) and Bartlett’s Test

98

4.2.2 Total Variance Explained for Risk Assessment

100

4.2.3 Total Variance Explained for Control Activities

101

4.2.4 Total Variance Explained for Monitoring Activities

101

4.2.5 Total Variance Explained for Organizational Performance 102

4.2.6 Total Variance Explained for Financial Performance

103



4.2.7 Total Variance Explained for Non Financial Performance 103

4.3.1a Model Summary of Test of Impact of Risk Assessment on Performance
of DMBs in Nigeria

105

4.3.1b ANOVA of Test of Impact of Risk Assessment on Performance of DMBs
in Nigeria

105

4.3.1c Test of Impact of Risk Assessment on Performance of DMB in Nigeria 105

4.3.2 Summary of Test of Impact of Risk Assessment on Financial and
Non-Financial Performance of DMBs in Nigeria

106

4.3.3a Model Summary of Test of Impact of Monitoring Activities on
Performance of DMBs in Nigeria

107

4.3.3b ANOVA of Test of Impact of Monitoring Activities on Performance
of DMBs in Nigeria

107

4.3.3c Test of Impact of Monitoring Activities on Performance of DMBs
in Nigeria

108

4.3.4 Summary of Test of Impact of Monitoring Activities on Financial and Non-
Financial Performance of DMBs in Nigeria

109

4.3.5a Model Summary of Test of Impact of Control Activities on Performance
of DMBs in Nigeria

110

4.3.5b ANOVA of Test of Impact of Control Activities on Performance of



DMBs in Nigeria

110

4.3.5c Test of Impact of Control Activities on Performance of DMBs in Nigeria 110

4.3.6 Summary of Test of Impact of Risk Assessment on Financial and
Non-Financial Performance of DMBs in Nigeria

111



List of Figures

Figure Title

Page

4.1.1 Gender

82

4.1.2 Marital Status

83

4.1.3 Academic Qualification

83

4.1.4 Professional Qualification

84

4.1.5 Work Experience

84

4.1.6 Years of Experience in the Banki


