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ABSTRACT 

The purpose of this study was investigating the effect of internal accounting control, top 

management team characteristics, audit committee qualities on the financial fraud prevention. 

The target populations under this study consists of all the quoted DMBs on the Nigerian stock 

exchange as at 2015. A sample of two hundred and seventy-four (274) respondents were 

selected from the internal audit and the internal control unit staff of fifteen (15) quoted banks 

in Nigeria. The principal instrument used for the purpose of this study are a questionnaire and 

annual report and account of the sample banks. The Structural Equation Modelling (SEM) 

was employed to test the hypothesized model of the study. The result of structural equation 

modelling (SEM) in this study shows that internal accounting control system and the audit 

committee quality does not influence financial fraud prevention of the quoted DMB banks in 

Nigeria. Top management team positively affect financial fraud prevention of the quoted 

DMB banks in Nigeria. 

Keyword: Internal Accounting Control, Top Management Team, Financial Fraud Prevention. 

 
1. INTRODUCTION  

In the modern sense, banks are in close connection with the development of commerce and capital 

accumulation. Which this have direct consequence on the production development and expansion of 

the entire economy (Ajayi, 2005; & Adejobi, 2008). A market economy requires a reliable and 

efficient banking system that enables funds redistribution. Banks associated with providing financial 

services that are capable of supporting the proper functioning of the economic, political, legal and 

international environment, so as to enhance economic development activities. A banking industry 

usually determines its profit and expansion opportunities, interest rates, exchange rates and the 

particular resources it needs within the established statutory laws, guidelines and circulars by the 

regulating bank (Driga, 2006; Njanike, 2009). Banks are considered however not only as business 

organisations but also as public institutions with a well-determined role in the economic and social 

field. They are profit-making organisations that act as middlemen between borrowers and lenders. 

This  is also attracting temporarily available resources from corporations, individual customers who 

are in surplus and grant loans to those in need of financial support (Ajayi, 2005; & Adejobi, 2008). 

The efficiency of the banking system represents the determinant factor for sustainable development. 

However, banks are essential for any modern economy, not only because of their intermediation and 

money creation functions. They provide some essential features that contribute economic growth and 

development (Njanike, 2009). Fraud in the banking sector is a subject that has spread and received 

extensive attention in any country in the world and Nigeria (Oyijide, 2008; Chi-Chi & Ebimobowei, 

2012). Similar to other part of the world, Nigerian banking industry has realised that the fraud control 

mechanisms are needed as fraud cases have substantially increased in numbers (Arokiasamy & 
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Cristal, 2009; & Enope & Atube, 2013). The widespread of frauds in the banking industry have made 

the concept of traditional auditing and investigation inadequate in the process of detection and 

prevention of the various types of frauds. (Chi-Chi & Ebimobowei, 2012). 

Consequently, the incorporation of modern internal monitoring mechanisms techniques in the 

investigation of financial fraud prevention in Nigerian commercial banks is perceived as timely to 

qualify the accounting profession to deal efficiently with the problem of innovative fraud schemes in 

Nigeria. Centre for Forensic Studies (2010) reported that fraud control mechanisms could be used to 

reverse the leakages that cause corporate failures of Nigerian banking industry (Modugu & Anyaduba, 

2013). 

For any economy to develop and grow in the world, it financial sector must be stable, dependable, 

effective and efficient (Njanike, 2009). The existence of an adequate banking industry is a remedy to 

growing any economy (Owolabi, 2010). Despite the significant role the banking sector plays in the 

development of Nigerian economy, the high rate of continuous increase and a decrease of fraud and 

fraudulent activities in the industry are getting to the level that many stakeholders in the industry are 

losing trust and confidence in the banking sector. The high rate of increase in the number of frauds 

and fraudulent activities in Nigeria banking sector required the need for internal monitoring 

mechanisms (Ojaide, 2000). Such situation makes it difficult for banks and external auditors to 

monitor transactions by applying manual audit processes. And this in turn makes the control of 

traditional auditing ineffective. Virtually, some of the weaknesses and challenges identified in the 

banking industry in Nigeria’s post- consolidation, and criminal investigation and prosecution arising 

from them, are issues of internal monitoring mechanisms (Owolabi, 2010; Modugu & Anyaduba, 

2013). However, the general expectation is that internal monitoring mechanisms may offer some 

respite to the seeming vulnerability of conventional accounting and audit system to financial fraud 

prevention (Modugu & Anyaduba, 2013). 

The objectives of this study are three. The first objective is to investigate whether internal accounting 

control has a significant effect on financial fraud prevention of the listed deposit money banks in 

Nigeria. The second objective of this  study  is to examine whether top management team has a 

significant effect on financial fraud prevention of the listed deposit money banks in Nigeria. The final 

objective is to investigate the significant effect of audit committee’s quality on financial fraud 

prevention of the listed deposit money banks in Nigeria. The part of the motivation for this study is 

the limited research on internal monitoring mechanisms was carried out in the Nigerian listed deposit 

money banks context. Although there are some studies by Omar et al. (2012), Kuria and Morenge 

(2013), Chiezey and Onu (2013), Olatunji, Adekola and Isaac (2014) and Shanikat et al. (2014), these 

studies investigate fraud prevention mechanisms (internal audit and internal audit committee). But 

these studies did not examine the internal accounting control and top management team as internal 

monitoring mechanisms. However, there is a need for research on the effect of these internal 

monitoring mechanisms (internal accounting control and top management team) and financial fraud 

prevention. To determine whether there is any effect in the Nigerian context. Therefore, this study is 

aimed to examine the effect of internal monitoring mechanisms (internal accounting control, top 

management team and audit committee quality) on financial fraud prevention with particular 

emphasis to Nigerian listed deposit money banks. 

2. Literature Review, Theoretical Framework and Hypotheses Development 

A theoretical definition gives the meaning of the terms of the theories of a particular discipline. This 

definition assumes both knowledge and acceptance of the theories that it depends on. To theoretically 

define is to create a hypothetical construct to the study (Smith, 2011). The theory that will guide this 

research are the agency theory. Agency theory addresses the issue in which one party (the principal) 

delegates work to another party (the agent), who carry out the work (Jensen &Meckling, 1976). There 

is an agency relationship when the actions of one individual influence welfare of that another person 

in an explicit or implicit contractual relationship. The person who undertakes the activities is the agent 

and the person whose welfare, measured in monetary terms, is influenced by the agent's actions is the 

principal (Akaranga, 2010; Temitope, 2014). Agency theory supports the delegation and the 

concentration of control in the board of directors and use of compensation incentives. The board of 

directors monitor agents through communication and reporting, review and audit and the 

implementation of codes and policies. In relation to this research objectives, this study was adopt the 

agency theory because, it focuses on the audit committee as a mechanism that dominates the corporate 
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governance literature In the other hand, the theory of agency was chosen for this study simply because 

“Internal accounting control is one of the internal monitoring mechanisms used in this study to 

address the agency problem. In this study, the internal accounting control systems were constituted to 

mean “a procedure that influenced the entity’s board of directors, and management designed to 

provide reasonable assurance in relation to  the achievement of objectives in the categories; reliability 

of financial reporting, effectiveness and efficiency of operations, and compliance with applicable rules 

and regulations” (Kurt &  Ray, 2001). 

This study investigated three (3) major factors that influence financial fraud prevention, namely; 

internal accounting control, top management team, and audit committee quality. These variables were 

identified based on previous literature by Rae and Subramanian (2008), Wei Huang and Thiruvadi 

(2005) and Uzun et al. (2004), which was related to the financial fraud prevention.  

 
                                                                                   H1 

 

 

                                                                                 H2                                   

                                                                                

                                                                                H3 

 

                     Independent constructs                                         Dependent Construct        
                                                                  

Figure 1. Research Framework 
 

2.1 Internal Accounting Control and Financial Fraud Prevention 

Internal accounting control is a broad term with an extensive area of operation. The system of internal 

control accounting includes some  measures, which are practice by the management of thw company 

to ensure the good and economic functioning of the business entity. It assists the management in the 

performance of various functions. Also, internal control is a whole system of controls for the business 

entity whether financial or non-financial. The system established by the management in the conduct of 

an enterprise including internal control, internal audit and other forms of control (Shanmugam, Che 

Haatc & Ali, 2012). 

Evidence has shown that internal accounting controls are an important element in preventing and 

detecting fraud (Rae and Subramanian, 2008). Peterson and Gibson (2003) detail a case where 

inadequate internal accounting control procedures relating to lack of segregation of duties and absence 

of an independent reconciliation of cash and reduced documentation were seen as factors that enabled 

fraud to occur. Similarly, other studies also demonstrate that the lack of segregation of duties by 

combining incompatible roles and control breakdowns have been an instrumental in facilitating fraud 

to be committed (Buckhoff, 2002; MacArthur et al., 2004 & Rae and Subramanian, 2008). The result 

of the previous study by Donelson, Ege, and McInnis, (2014) revealed that there is a strong 

association between internal control weaknesses and future fraud revelation. Other Empirical studies 

by Rae and Subramanian (2008) show that the quality of internal control procedure (ICP) has an 

effect on the relationship between perceptions of organizational justice and employee fraud. Internal 

control procedure (ICP) is significantly and positively associated with three key organisational 

factors. Therefore, based on the above evidence the following hypothesis is proposed: 

H1: Internal accounting control has a significant effect on financial fraud prevention of Nigerian 

listed deposit money banks. 
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2.2 Top Management Team Characteristics and Financial Fraud Prevention 

According to Center for Audit Quality (2010) a strong ethical culture starts at the upper part of the 

company’s most senior leaders and cascades through the entire organisation to create, a “mood in the 

middle”. A strong ethical culture creates an expectation to “do the right thing” and counteracts 

pressure and incentives to commit fraud in an organisation. An ethical culture also supports well-

designed, effective and efficient controls that diminish opportunities for fraud and increase the 

chances that the fraud will be detected. Also,  a character of honesty and integrity severely limits an 

individual’s ability to rationalise fraudulent actions. The CAQ discussion participants agreed that 

management has an essential role to plays building a strong ethical culture. They emphasized that; 

senior management or high-level management must clearly communicate ethical expectations. 

Importantly, employees need to hear the same messages from their immediate supervisors because 

they have a direct influence on the ethical behaviour of their employees. 

Members of management have the leading role in the financial reporting process, with primary 

responsibility for the deterrence and prevention of financial g fraud. They handle the maintenance of 

accurate books and record, the design and the execution of an adequate system of internal accounting 

control over financial reporting. They are also responsible for evaluating and managing the 

company’s business risk. This including the risk of financial reporting fraud, and accordingly 

responsible for implementing and monitoring compliance with appropriate internal control to mitigate 

these risks to an acceptable level (Uzun et al., 2004). 

To uncover the effect of the top management team characteristics on the likelihood of financial fraud 

prevention, the following hypothesis is proposed: 

 H2: Top Management team has a significant effect on financial fraud prevention of Nigerian listed 

deposit money banks. 

2.3 Audit Committee Quality and Financial Fraud Prevention 

A previous study shows that, audit committee meeting is not associated with fraud prevention; 

Number of audit committee members does not significantly influence fraud prevention and; Financial 

expert is significantly related to fraud prevention. Audit committees members that have at least one 

female director function differently from all male audit committees. (Wei Huang & Thiruvadi, 2010). 

Another previous study by Nelson (2011) shows that management ownership, postgraduate 

qualifications and audit committee independence, has significant differences between the sample and 

the control firms. In addition, the correlation also shows a significant negative association between 

accounting affiliated audit committees and fraud. The result of another study by Owens-Jackson, 

Robinson and Shelton (2009) revealed that the fraudulent financial reporting is negatively associated 

with an internal audit committee independence. But positively related to firm size and solid growth 

opportunities. Another similar empirical study by Abbott et al. (2000) shows that the presence of an 

audit committee that meets minimum thresholds of activity and independence is associated with a 

decreased likelihood of both fraud and no fraudulent misstatement.  Wan Ismail and Kamarudin 

(2013) indicate that the independent audit committee is positively associated with fraudulent financial 

reporting. The results also revealed that the audit committee expertise is negatively associated with 

the corporate fraud. Therefore, based on the above evidence, the following hypothesis is proposed. 

H3: Audit committee quality has a significant effect on financial fraud prevention of Nigerian listed 

deposit money banks. 

 

3. METHODOLOGY 

In this study, the descriptive survey design is used to establish a causal effect of internal monitoring 

mechanisms and the financial fraud prevention in the Nigerian listed deposit money banks. That is, to 

measure the extent to which, internal accounting control, top management team characteristics and 

audit committees quality affect financial fraud prevention of the listed deposit money banks in Nigeria 

and its resultant effects. The population of this study consists of all the quoted DMBs on the Nigerian 

stock exchange as at 2015 their paid up capital as at 2015 and years of listing are as follows: 
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Table 1: List of Quoted Banks in Nigeria 

S/N Bank Names Year of Listing Paid Up Capital as at 

31/12/2015  (Millions) 

1 Access Bank Company Plc 1998 14,463 

2 Diamond Bank Plc 2005 11,500 

3 Eco Bank Plc 2006 10,074 

4 First Bank of Nigeria 1971 16,316 

5 First City Monument Bank Plc 2004 9,901 

6 Fidelity Bank Plc 2005 14,481 

7 Guarantee Trust Bank Plc 1996 14,715 

8 SKYE Bank Plc 2005 6,940 

9 Stanbic IBTC 2005 5,000 

10 Sterling Bank 1993 14,395 

11 United Bank for Africa 1970 18,140 

12 Union Bank 1970 8,468 

13 Unity Bank 2005 5,844 

14 Wema Bank 1991 19,287 

15 Zenith Bank Plc 2004 15,698 

Source: Generated by the researcher from the NSE Fact book and Financial Report, 2015. 

Krejcie Morgan sampling technique was used in selecting the sample of two hundred and seventy 

(274) respondents out of the population of nine hundred and forty five (945) respondents that make up 

the sample size of the study (N= 945, while n= 274). The respondents were chosen from the top 

management team and internal control unit staff of the fifteen (15) listed deposit money banks in 

Nigeria. Both survey and non-survey sources of data were used. The audit committee characteristics 

data collected were obtained from the Factbook maintained by the Nigerian Stock Exchange (NSE) 

and the published annual accounts of the sampled banks and this method of data collection is known 

as non-survey.  The survey method in this study is also selected for the purpose of collecting a 

sufficient amount of primary data. This study used questionnaire as a method of data collection for 

analysis. Structural Equation Modelling (SEM) was employed to test the hypothesized model of the 

study. In this study, the alpha level for all significance tests was set at the 0.05, 0.01 and 0.001 level, 

which is a convention criterion for a minimum basis for rejecting and accepting the null hypothesis in 

most areas of behavioural science (Cohen, 1988; emmoglu, 2011). This technique is used because the 

investigator is trying to examine the significant effect of certain independent construct:  (internal 

accounting control, audit committees quality and top management team) over another dependent 

construct: financial fraud prevention. The data in this research were analysed using Statistical Package 

for Social Sciences (SPSS), version 22.0 and AMOS 21.0.  

3.1. Measures 

The internal accounting control was assessed based on a seven-item whereby the items were adapted 

from a nation-wide survey on internal controls by CPA Australia (2003). Each participant was 

required to rate the quality of the internal accounting controls in seven critical areas within the bank. 

These areas include “cash management” “bank accounts” “physical assets” “purchasing and accounts 

payable” “sales” “employee recruitment” and “payroll” (Rae & Subramanian, 2008). In this study, a 

ten-point Likert-type scale anchored at both ends with 1 – strongly disagree to 10 – strongly agree was 

utilised. Data analyses were based on the average score of all seven items for each participant. Top 

management team characteristics were measured using six items that consist top management team 

age, top management team organisational tenure, top management team international experience, top 

management functional background ethical culture and corporate culture. A ten-point Likert-type 

scale anchored at both ends with 1 – strongly disagree to 10 – strongly agree was utilised.  

Audit committee quality was measured using characteristics such as (audit committee meetings, audit 

committee members, audit committee financial experts and Gender). Audit committee independent 

are the proportion of independent directors on the audit committee. ACM was computed as the total 

number of independent directors on the audit committee divided by the total number of the audit 

committee members (Krishnan & Visvanathan, 2008; Salleh et al., 2006). Audit committee meeting 

(ACM) was measured as the total number of meetings of the Audit Committee per year. The same 
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measure had been used by previous studies to proxy for the diligence of the audit committee 

(Krishnan & Visvanathan, 2008; Raghunandan & Rama, 2007 &Yunos, 2011). Audit committee 

financial expertise (ACF) is the proportion of audit committee members with qualifications in 

accounting or finance, including those who are members of accounting professional bodies. ACF was 

computed as the total number of audit committee members with financial expertise divided by the 

number of the audit committee members (Krishnan & Visvanathan, 2008 & Yunos, 2011). 

Financial fraud prevention construct was measured based on eight-item scales. Each participant was 

required to rate the financial fraud prevention in eight critical areas within the banks. These items 

include “ training of employee and management”, “changes in activities”, “internal report” “positive 

working environment” “ code of conduct” “ consistent action” “segregation of duties” “investigation 

of individual being consider for employment”. A ten-point Likert-type scale anchored at both ends 

with 1 – strongly disagree to 10 – strongly agree was utilised.  
The results indicate that the Cronbach’s Alpha reliability coefficients for all constructs are all above 

0.6. Sekaran (2006) stated that reliability of less than 0.6 is considered to be poor, those of 0.7 are 

deemed acceptable, those above 0.8 are good, while the closer the reliability coefficient to 1.0, the 

better. The result of the reliability test indicates that the internal consistency reliability of the 

constructs used in this study is considered good and excellent. 

  Table 2: Reliability Statistics of the Construct of the Study 

 

 

 

 

 
 

 

3.2 Model Specifications 

The following models are adopted to be used in explaining the effect of internal monitoring 

mechanisms (internal accounting control, top management team, audit committees quality) 

and financial fraud prevention. A previous studies conducted by Hei Huang and Thiruvadi 

(2000), Rae and Subramanian (2008), Alley (2005) also used the audit committee variable 

and analysed it effect on corporate fraud. From the previous studies, the following multi-

regression equation was developed. 

Model  

FFPit = f (IACt, ,TMPt, ACQt,) ……………………..………….…..1 

FFPit = β0 + + β1IACt + + β2TMTt + β3ACQt  + et………………….2 

 

The priori is such that: 

 Β1IACt; β2TMTt and β3ACQt; > 0. Accordingly, a positive or negative relationship is 

expected between explanatory variables (β1IACt; β2TMTt and β3ACQt;) and the dependent 

construct. The size of the coefficient of correlation will be helpful in explaining various 

levels of a significant relationship between the explanatory variables. 
 

4. RESULTS AND DISCUSSION 

Measurement Model Assessment 

The primary aims of this study is to utilise Structural Equation Modelling (SEM) to examine the 

effect of internal monitoring mechanisms and financial fraud prevention. Before proceeding with the 

analysis using SEM, the exploratory data analysis and validity and reliability tests were conducted. 

This is to ensure that the data fulfilled the requirements for SEM analysis. The associations among the 

latent constructs (internal accounting control, top management team, financial fraud prevention) and 

the indicators  were tested in a three-factor measurement by using a confirmatory factor analysis 

(CFA). Multiple criteria were used to interpret the results of the measurement model tested. 

Running the (CFA), each item parcel was allowed to load on its hypothesized factor and all three 

factors were assumed to be related to each other. Covariation among the item errors was not 

Constructs                                     Components         Number            Cronbach's         

                                                                                   of Items               Alpha                                            

Internal Accounting Control Component 1      2   0.713 

Component 2      6   0.839 

Top Management  Team       6   0.751 

Financial Fraud Prevention       8   0.931 
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permitted. The analysis resulted in a χ² of 2.039 with 140 degrees of freedom, p<.05. Also in addition 

to the model chi-square, Comparative Fit Index (CFI), Root Mean Square Error of Approximation 

(RMSEA), and Standardized Root Mean Square Residual (SRMR) fit indices were measured. Values 

of these indexes were: CFI = 0.961 and RMSEA =0 .065 with a confidence interval of 0.05 to 0.07. 

These measurement model values shows good model fit since CFI values higher than 0.90, SRMR 

values smaller than 0.10, and RMSEA values lower than 0.10 are considered favourable (Zainudin, 

2014). 

 

Table 3: Result of Confirmatory Factor Analysis (CFA)  
Model Fit                                df       χ2               χ2/df       RMSEA    GFI          CFI     RMR 

Measurement Model   140 333.654 2.039 0.065 0.909 0.961 0.163 

 

The Average Variance Extracted indicates the average percentage of variation explained by the 

measuring items for a latent construct. An AVE > 0.5 is required for every construct (AVE is  

calculated using the given formula). 

 
AVE= ∑ Қ

2 
/ n          Қ = factor loading of every item   and n = 

number of items in a model  
CR = (∑Қ)

2 
/ [(∑Қ)

2 
+ (∑1- Қ

2
)] 

 

Composite Reliability measures the reliability and internal consistency of the latent construct. A value 

of CR > 0.6 is required to achieve composite reliability for a construct. (CR is calculated using the 

given formula). And the Average Variance Extracted is the average percentage of variation as 

explained by the measuring items for a construct. An AVE > 0.5 is required (AVE is calculated using 

the given formula) (Zainudin, 2014). 

 

Table 4: Reliability and Convergent Validity Test 
Construct                                  Item              Corrected      Cronbach’s      CR        AVE 

                                                                       Item total        Alpha, α 

                                                                      Correlation    (Above 0.7)    (0.60)      (0.5) 

 

Internal Accounting 

Control 

IAC4  0.83   0.898    0.900  0.694 

IAC5  0.86    

IAC6  0.87    

IAC8  0.76    

Top Management Team TMT4  0.80   0.877    0.876  0.703 

TMT5  0.83    

TMT6  0.89    

Financial Fraud Prevention FF4  0.83    0.915   0.908  0.670 

FF5  0.96    

FF6  0.91    

FF7  0.66    

FF8  0.68    

 

The reliability test results show that all the constructs have internal consistencies above the value 0.7 

(Table 2). The AVE values for each construct were above 0.5 values that are recommended by Fornell 

and Larcker (1981). However, in the present study, all the constructs had AVE > 0.5 (Table 2). 

Similarly, the results in Table 2 show that composite reliability (CR) values were all above 0.7 as 

recommended by Fornell and Larcker (1981) for construct internal consistency to be evidenced. This 

implies that all the 12 reflective items in the measurement model are different from each other. Hence, 

discriminant validity was achieved. 

 

 

 

Nuhu et al..…. Int. J.  Innovative Finance and Economics Res. 5(3):69-80, 2017 

 

 

Ok 

   



76 
 

Structural Model Assessment 
The relationships from one construct to another were assigned based on the theoretical model using 

path analysis. Internal accounting control, top management team and internal audit committee quality 

are each exogenous and financial fraud prevention as endogenous constructs in the model. The 

structural model in this study used the Maximum Likelihood Estimation (MLE) estimation technique 

and was analysed using AMOS for Windows version 21.0. The model goodness of fit indices were 

assessed from multiple fit indices which include the normed χ2 value and the associated degree of 

freedom.  One of absolute index (i.e., GFI, RMSEA, RMSR or SMSR), one incremental index (i.e., 

NFI, CFI, TLI or RNI) and at least one of badness-fit index (i.e., RMSR, SRMR or RMSEA). 

 

Table 5: Index category and the level of acceptance for every index 

Name of category Name of index Level of acceptance Comments 

1. Absolute fit  Chisq P > 0.05 Sensitive to sample size >200 

RMSEA RMSEA <  0.08 Range 0.05 to 0.1 is acceptable 

GFI GFI > 0.90 GFI  =  0.95 is a good fit 

2. Incremental fit  AGFI AGFI > 0.90 AGFI  =  0.95 is a good fit 

CFI CFI > 0.90 CFI = 0.95 is a good fit 

TLI TLI > 0.90 TLI  =  0.95 is a good fit 

NFI NFI > 0.90 NFI = 0.95 is a good fit 

3. Parsimonious 

fit  
Chisq/df Chi square/ df  < 5.0 The value should be less than 5.0.  

***The indexes in bold are recommended since they are frequently reported in literatures 

 

The overall fit statistics showed that all of the other relevant indices were above the recommended 

criteria, suggesting a good overall fit. An RMSEA value, 0.065 was less than the threshold value of 

0.08. The value of GFI (0.909) provides more evidence of a well-fitting model. The incremental fit 

indexes measure how much better is the model, which assumes at least some relationships, compared 

to a model with no relationships. The values of TLI and CFI were 0.950 and 0.961, respectively, 

indicating a good model fit. The regression weight model are presented in Figure 1 with the paths and 

standardised structural parameter estimates. 

           
Figure 2: The Unstandardized Estimate for Every Path in the Structural Model  
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Table 5: Regression Weights and its Significance 
Hypothesized path                     Beta  C.R   P-value    Result 

Financial Fraud Prevention <---  Internal Accounting  Control -.051 -0.968 0.333 Not Significant 

Financial Fraud Prevention <---  Top Management Team 0.671  9.533 *** Significant 

Financial Fraud Prevention <--- Audit Committee Quality 0.103  0.619 0.536 Not significant 

Notes: *p<0.05, **p<0.01, ***p<0.001 

Hypothesis 1 investigates the effect of internal accounting control on financial fraud prevention. The 

probability of getting a critical ratio as 0.968 in absolute value is 0.333. In other words, the regression 

weight for INTERNAL ACCOUNTING CONTROL in the prediction of FINANCIAL FRAUD 

PREVENTION is not significantly different from zero at the 0.05 (two-tailed). The standardized path 

coefficient is -.0.51 while the t-value is 0.333. The result of the current study rejects this hypothesis (p 

= 0.333). The coefficient is weak; hence, it did not signal a positive effect between the two constructs. 

Therefore, internal accounting control does not have a significant effect on financial fraud prevention 

of Nigerian listed deposit money banks. Much literature shows a significant positive relationship 

between internal control system and financial fraud prevention (for example, Rae and Subramaniam, 

2008; Donelson, Ege & McInnis, 2014). The result of the previous study by Donelson, Ege, and 

McInnis, (2014) revealed a strong association between internal control weaknesses and future fraud 

revelation. Rae and Subramanian (2008) shows that the quality of internal control procedure (ICP) has 

an effect on the association between perceptions of organizational justice and employee fraud. Internal 

control procedure (ICP) is significantly and positively related to three critical organizational factors. 

The result of the current study is consistent with Sarrni (2012) which shows that the internal 

accounting control system would be adopted if it met the needs of senior management, and it would 

not have taken place without their support. 

Hypothesis 2 investigated the effect of top management team characteristics and financial fraud 

prevention. The probability of getting a critical ratio as large as 9.533 in absolute value is less than 

0.001. In other words, the regression weight for TOP MANAGEMENT TEAM in the prediction of 

FINANCIAL FRAUD PREVENTION is significantly different from zero at the 0.001 level (two-

tailed). Table 3 shows that the path between the top management team and financial fraud prevention 

is positive (0.671) and statistically significant (p<0.001). Furthermore, the standardized path 

coefficient shows how much change in top management team occurred in corresponds to the change 

in financial fraud prevention. The standardized coefficient for the path between the top management 

team and financial fraud prevention was 0.671, which means that for each unit increase of TMT; 

financial fraud prevention would have a 0.671 unit change. Hence, the hypothesis 2 was supported. It 

can, therefore, be assumed that top management team characteristics and financial fraud prevention of 

the Nigerian listed deposit money banks. Much literature has supported this relationship (for example, 

Tihanyi et al., 2000; Herrmann & Datta, 2005; Zainal, Rahmadana & Zain 2013), but none of them 

had tested them. The results of this study have filled this gap. The results indicates a significant effect 

of the top management team characteristics on financial fraud prevention. It confirmed that change in 

the form of management team characteristics has caused changes in financial fraud prevention. 

Therefore, this study confirms top management team characteristics as an important factor that 

influences financial fraud prevention of the Nigerian listed deposit money banks. 

Hypothesis 3 investigates the effect of audit committee quality on financial fraud prevention. The 

probability of getting a critical ratio as large as 0.619 in absolute value is 0.536. In other words, the 

regression weight for AUDIT COMMITTEE QUALITY in the prediction of FINANCIAL FRAUD 

PREVENTION is not significantly different from zero at the 0.05 level (two-tailed). The results in 

Table 3 suggest that the proposed effect was statistically not significant (p = 0.536). The standardized 

path coefficient is 0.103 while the t-value is 0.619. The result of the current study support this 

hypothesis (p = 0.536). The coefficient was weak; hence, it did not signal a positive effect between 

these two constructs. Therefore, the audit committee quality does not have a significant influence on 

financial fraud prevention in Nigerian listed deposit money banks. This hypothesis support many 

other studies in this area (for example, Nelson 2011; Wan Ismail, & Kamarudin, 2013). The results 

found in their study shows that the audit committee expertise is negatively associated with the 

corporate fraud. However, the results for audit committee meeting, gender and ethnicity show that 
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there is no significant effect between these variables with the corporate fraud. In addition, the finding 

aligns with the Wei Huang and Thiruvadi (2010) found that audit committee meeting is not related to 

fraud prevention; Number of audit committee members does not significantly influence fraud 

prevention; Financial expert is significantly related to fraud prevention. While many other studies 

suggest a relationship between audit committee qualities and financial fraud prevention (e.g., Owens-

Jackson, Robinson & Shelton, 2009; Abbott et al., 2000). The results of these study are contradictory. 

Therefore, this study rejects the hypothesis and confirms that there is no significant effect between 

audit committee quality and financial fraud prevention in the Nigerian listed deposit money banks. 

The subsequent standardized regression model was generated: 

FFPit = f (IACt,TMPt, ACQt,) ……………………..…….……. …..1 

FFPit = -0.051β1  +  0.671β2 + 0.103β3…..……………………..…2 

 R
2 
= 0.45        

 

5. CONCLUSION AND RECOMMENDATION 

The result of this study revealed that internal accounting control system does not influence financial 

fraud prevention of Nigerian listed deposit money banks. Therefore, this study concludes that internal 

accounting controls are not affecting the level of financial fraud prevention in the Nigerian listed 

deposit money banks. To ensure best practice and service delivery and banks should invest in the 

human capacity building to improve the quality of internal auditors on their payroll and Nigerians 

should embrace integrity, objectivity, fairness, accountability as a moral duty to reduce the level of 

fraud in the banking industry. This study suggests that banks in Nigeria should formulate sound 

personnel policies to attract people we good moral standing as bank internal auditors; banks in the 

country need to build and continuous improvement in the internal audit quality. The result of this 

study revealed that top management team influence the financial fraud prevention of Nigerian listed 

deposit money banks. Therefore, this study concludes that top management team characteristics 

influenced the level of financial fraud prevention of the Nigerian listed deposit money banks. This 

study suggests that fraud training and prevention programme for managers and employee should be 

given appropriately to enhance and improve the personal characteristics of the top management. This 

study investigates whether four audit committee quality influence financial fraud prevention. The 

empirical result of this study shows that there is no significant effect between the audit committee and 

financial fraud prevention of the Nigerian listed deposit money banks. This study suggests that efforts 

to improve audit committee quality performance should focus on the meeting and audit financial 

expert of board members since it is positively related to both futures operating financial report and 

account. Steps should also be taken for mandatory compliance with the code of corporate governance.  
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