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ABSTRACT
This research investigates the role of internal control systems in enhancing efficiency and profitability in Nigerian deposit money banks, using Mainstreet Bank Nigeria Plc as a case study. The study explores the structure, implementation, and effectiveness of internal controls in achieving organizational objectives. A descriptive research design was adopted, and data were collected through the administration of structured questionnaires to 80 employees of the bank, with 76 returned and analyzed. The study employed frequency distribution, percentages, and Chi-square tests to analyze the data.
Findings indicate that Mainstreet Bank maintains a well-structured internal control system which significantly contributes to operational efficiency and profitability. The statistical analysis confirmed a significant positive relationship between internal control measures and both efficiency and profitability. Based on these findings, the study recommends continuous training, regular audits, improved technological adoption, and stronger compliance oversight to optimize the performance of internal controls. The research contributes to the understanding of internal control as a strategic tool for banking success and provides a basis for further studies in the sector.
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CHAPTER ONE
INTRODUCTION 
1.1 Background to the Study
The banking sector plays a fundamental role in the economic development of any nation by serving as an intermediary between savers and borrowers, facilitating capital formation, and enabling efficient financial transactions. In Nigeria, deposit money banks are vital institutions responsible for mobilizing funds, allocating financial resources, and providing various services such as credit facilities, investments, and payment systems. Due to the sensitive nature of their operations and the huge volume of transactions handled daily, banks are vulnerable to several risks, including fraud, errors, regulatory violations, and operational inefficiencies.
As a result, the implementation of a robust internal control system is critical in ensuring that these financial institutions achieve operational efficiency, safeguard their assets, produce reliable financial reports, and ultimately remain profitable. Internal control refers to the various policies, procedures, practices, and organizational structures put in place by management to ensure the achievement of an organization’s objectives. It helps to prevent and detect errors and fraud, ensures compliance with laws and regulations, and promotes the efficient use of resources.
Globally and within the Nigerian context, there have been instances where weak or poorly implemented internal control systems have led to massive corporate failures, loss of public confidence, and insolvency of financial institutions. Scandals in the banking industry, such as those involving fraudulent loan approvals, unauthorized transactions, misstatement of financial records, and embezzlement, have raised concerns about the integrity and effectiveness of control systems within banks. These issues have not only affected profitability but have also posed serious risks to the stability of the financial sector.
Mainstreet Bank Nigeria Plc (now merged into Skye Bank, and subsequently Polaris Bank), was a prominent deposit money bank in Nigeria with a network of branches nationwide. Like many banks, Mainstreet Bank operated in a highly regulated and competitive environment where internal control mechanisms were vital for survival and growth. Examining the bank’s internal control systems provides a useful case for evaluating how such systems influence operational performance and financial outcomes in a real-world setting.
The Central Bank of Nigeria (CBN) and other regulatory bodies such as the Nigeria Deposit Insurance Corporation (NDIC) have emphasized the need for sound internal control frameworks in line with international best practices. These controls are not just regulatory requirements but strategic tools that, when properly designed and implemented, can enhance transparency, accountability, and profitability.
In light of this, the importance of this study cannot be overstated. Understanding how internal control systems contribute to the efficiency and profitability of deposit money banks will help stakeholders—especially bank management, regulators, and investors—make informed decisions that support institutional growth and financial stability.
This study aims to critically appraise the internal control framework of Mainstreet Bank Nigeria Plc, assess its effectiveness, and determine its impact on the bank’s efficiency and profitability. It is hoped that the findings of this research will provide valuable insights into best practices for internal control and risk management within the Nigerian banking sector.
 1.2 Statement of Research Problems
Despite the established importance of internal control systems, many deposit money banks in Nigeria continue to experience operational inefficiencies and financial losses. Problems such as fraudulent activities, inaccurate financial reporting, and misappropriation of assets persist, raising concerns about the adequacy and effectiveness of internal control frameworks.
Specifically, this study seeks to address the following problems:
· How effective are the internal control systems in Mainstreet Bank Nigeria Plc?
· To what extent do internal controls contribute to the bank’s operational efficiency?
· How do internal control mechanisms influence the bank’s profitability?
· Are there gaps or weaknesses in the implementation of internal control policies?
1.3 Research Questions
1. What are the components of the internal control system in Mainstreet Bank Nigeria Plc?
2. How does the internal control system impact the operational efficiency of the bank?
3. What is the relationship between internal control and profitability in the bank?
4. What challenges are faced in the implementation of internal control measures?


1.4 Objectives Of The Study
The broad objective of this study is to appraise the internal control system as a means of ensuring efficiency and profitability in Nigerian deposit money banks.
The specific objectives are to:
1. Examine the structure and elements of internal control in Mainstreet Bank Nigeria Plc.
2. Assess the effect of internal controls on operational efficiency.
3. Evaluate the impact of internal control on the bank’s profitability.
4. Identify challenges and limitations in the implementation of internal control systems.
1.5 Research Hypothesis
Hypothesis I
H₀: There is no significant relationship between internal control systems and operational efficiency in Mainstreet Bank Nigeria Plc.
H₁: There is a significant relationship between internal control systems and operational efficiency in Mainstreet Bank Nigeria Plc.
Hypothesis II
H₀: Internal control systems do not significantly influence the profitability of Mainstreet Bank Nigeria Plc.
H₁: Internal control systems significantly influence the profitability of Mainstreet Bank Nigeria Plc.
1.6 Significance Of The Study
This study is significant in several ways:
· For Management: It provides insight into the strengths and weaknesses of internal control systems, helping management make informed decisions.
· For Regulators: The findings will assist regulatory bodies in understanding compliance levels and the effectiveness of existing control policies in banks.
· For Academics and Researchers: It serves as a resource base for further studies on internal control and banking efficiency.
· For Investors and the Public: The study enhances stakeholder confidence by demonstrating the role of control systems in safeguarding investments.
1.7 Scope And Limitation Of The Study
The study focuses on the internal control system of Mainstreet Bank Nigeria Plc and its impact on efficiency and profitability. Geographically, the study is limited to selected branches of the bank within Nigeria.
Limitations include time constraints, limited access to confidential financial data, and the possible reluctance of staff to provide sensitive information.
1.8 Definition Of Terms
· Internal Control: A system of rules, policies, and procedures implemented by an organization to ensure the accuracy and integrity of financial and accounting information.
· Efficiency: The ability to maximize output with minimal input or cost.
· Profitability: A measure of the financial gain or return on investment.
· Deposit Money Banks: Financial institutions licensed to accept deposits from the public and provide loans and other financial services.
· Fraud: A deliberate act of deception intended to gain an unfair or unlawful advantage.
1.9 Plan Of The Study Or Organization Of The Study
The study is organized into five chapters:
· Chapter One: Introduction – Background, problem statement, objectives, questions, and significance.
· Chapter Two: Literature Review – Conceptual, theoretical, and empirical framework on internal controls.
· Chapter Three: Research Methodology – Research design, population, sample, instruments, and data analysis.
· Chapter Four: Data Presentation and Analysis – Analysis of findings, testing of hypotheses.
· Chapter Five: Summary, Conclusion, and Recommendations.


CHAPTER TWO
LITERATURE REVIEW
2.2 Conceptual Review
In order to appreciate the significance of internal control systems in banking, it is essential to understand the key concept underlying the study. These include internal control. Operational efficiency, profitability and the role of deposit money banks in the Nigerian economy.
2.2.1 Internal Control System
An internal control system refers to a structured and coordinated set of procedures and processes implemented by an organization to ensure the reliability of financial reporting, the safeguarding of assets, adherence to internal policies, and compliance with applicable laws and regulations. In essence, internal control is a risk management mechanism aimed at preventing errors, fraud, and inefficiencies within an organization.
According to the Committee of Sponsoring Organizations (COSO, 1992), internal control is “a process effected 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.” COSO identifies five components of internal control:
1. Control Environment: This sets the tone of the organization and influences the control consciousness of its people. It includes the integrity, ethical values, and competence of personnel.
2. Risk Assessment: This involves identifying and analyzing risks that may hinder the achievement of objectives.
3. Control Activities: These are the policies and procedures put in place to ensure that management directives are carried out (e.g., authorization, segregation of duties, and reconciliations).
4. Information and Communication: Relevant information must be identified, captured, and communicated in a timely and effective manner.
5. Monitoring Activities: These involve ongoing or periodic evaluations to ascertain whether internal control components are functioning as intended.
In the banking sector, internal control systems are crucial due to the sensitive and regulated nature of financial services. Failures in control can lead to financial misstatement, fraud, non-compliance with regulations, and reputational damage.

2.2.2 Operational Efficiency
Operational efficiency refers to the ability of an organization to deliver products or services in the most cost-effective manner without compromising on quality. It involves maximizing output from given inputs, streamlining processes, and eliminating wasteful practices.
In banks, operational efficiency is measured by indicators such as:
· Cost-to-income ratio
· Turnaround time for transactions
· Level of automation and use of technology
· Customer satisfaction and service delivery speed
An efficient bank is one that provides reliable and timely services to customers, controls operational costs, and leverages technology effectively. Internal control systems help achieve this by reducing manual errors, fraud, duplication of efforts, and process bottlenecks.
2.2.3 Profitability
Profitability is the ability of a firm to generate earnings in excess of its costs and expenses. For banks, profitability ensures sustainability, competitiveness, and shareholder satisfaction. It also contributes to economic growth through increased lending and investment activities.
Key profitability metrics in banking include:
· Return on Assets (ROA)
· Return on Equity (ROE)
· Net Interest Margin (NIM)
· Profit Before Tax (PBT)
Internal control systems influence profitability by ensuring the integrity of financial reporting, minimizing operational losses, and improving resource allocation. A bank with weak controls may suffer financial leakages, fraud, or regulatory penalties, all of which can erode profits.
2.2.4 Deposit Money Banks
Deposit money banks (DMBs) are financial institutions licensed to accept deposits from the public, provide loans, and offer other financial services such as fund transfers, foreign exchange, and investment advisory. In Nigeria, they are regulated primarily by the Central Bank of Nigeria (CBN) under the Banks and Other Financial Institutions Act (BOFIA).
DMBs play a critical role in:
· Mobilizing savings for investment
· Facilitating payments and commerce
· Extending credit to individuals and businesses
· Implementing monetary policy objectives
Given the vast amount of financial resources managed by DMBs and their exposure to systemic risks, a sound internal control framework is essential. Such a framework helps ensure that these institutions operate in a safe, efficient, and compliant manner.
2.2.5 Fraud and Risk in the Banking Sector
One of the main motivations for implementing internal control systems is the prevention of fraud and the management of operational risks. Banking institutions are highly susceptible to various forms of fraud, including embezzlement, unauthorized transactions, document forgery, and cybercrime. The rise of digital banking platforms has also introduced new risks, including phishing attacks and identity theft.
A strong internal control system enables a bank to:
· Detect and deter fraudulent activities
· Enforce compliance with internal and regulatory procedures
· Safeguard customer data and organizational assets
· Promote ethical conduct and accountability among staff
Conclusion of Conceptual Review
The concepts discussed above form the basis for understanding how internal control systems function within the context of banking operations. Internal controls are not merely compliance tools but strategic instruments that contribute to the operational efficiency and financial performance of banks. A sound control system creates a culture of accountability, ensures regulatory compliance, improves decision-making, and enhances customer trust—all of which are vital for long-term profitability and sustainability.
A theoretical framework serves as the foundation upon which a research study is built. It helps in explaining the relationships between variables and provides a structured lens through which the research problem is analyzed. In this study, which seeks to appraise internal control systems as a means of efficiency and profitability in Nigerian deposit money banks, the following theories are most relevant:
2.3.1 Agency Theory
Origin and Overview: Agency theory was developed by economists Michael Jensen and William Meckling in 1976. It is rooted in the relationship between principals (owners or shareholders) and agents (managers or employees). In this relationship, the principals delegate decision-making authority to the agents with the expectation that the agents will act in the principals' best interests.
Relevance to Internal Control: In the context of deposit money banks, shareholders (owners) rely on managers to run the daily operations efficiently and profitably. However, because managers may pursue personal interests (e.g., financial rewards, job security, or prestige) at the expense of shareholders’ goals, there exists a conflict of interest—known as an agency problem.
To mitigate this problem, banks establish internal control mechanisms to:
· Monitor managerial behavior
· Reduce the risk of fraud and mismanagement
· Align management goals with those of the shareholders
· Promote transparency and accountability
Thus, internal controls serve as governance tools that reduce agency costs (e.g., losses due to inefficiencies, fraud, or self-serving decisions), thereby enhancing efficiency and profitability.
Implications for this Study: The theory justifies the need for robust internal controls in banks, such as Mainstreet Bank Nigeria Plc, as a means to ensure that managers act in the best interests of stakeholders. It also underscores the role of independent audits, segregation of duties, and board oversight in enhancing corporate governance.
2.3.2 Systems Theory
Origin and Overview: Systems theory, developed by Ludwig von Bertalanffy in the 1950s, views an organization as a complex system made up of interconnected and interdependent parts. Each part contributes to the functioning of the whole, and a failure in one part can affect the entire system.
Relevance to Internal Control: A deposit money bank functions as a system with multiple subsystems—such as operations, finance, compliance, risk management, IT, and customer service. Internal control is one of these critical subsystems, and it interacts with all others to ensure the bank operates smoothly and efficiently.
For example:
· Poor internal controls in IT can lead to cybersecurity breaches.
· Weak controls in the finance department can result in financial misstatements.
· Lax supervision of loan approvals can lead to non-performing loans.
Implications for this Study: Systems theory helps us understand that internal control systems cannot be isolated from other functions of the bank. The efficiency and profitability of Mainstreet Bank would depend not just on having internal controls in place, but on how well those controls are integrated into the bank’s overall operational system.
2.3.3 Contingency Theory
Origin and Overview: Contingency theory suggests that there is no single best way to manage an organization. Instead, the optimal course of action is contingent upon internal and external factors, including the size of the organization, the complexity of operations, regulatory environment, and market dynamics.
Relevance to Internal Control: The structure and effectiveness of an internal control system depend on the specific context of a bank. For example:
· A large bank with many branches requires more complex control systems than a smaller institution.
· A bank operating in a highly volatile environment needs stronger risk assessment and monitoring mechanisms.
This theory implies that internal controls must be tailored to fit the unique characteristics of an organization, including its size, technological capabilities, regulatory exposure, and culture.
Implications for this Study: Contingency theory supports the notion that the internal control practices at Mainstreet Bank Nigeria Plc should be evaluated in light of the bank’s specific environment, organizational structure, and operational needs. It discourages a one-size-fits-all approach to internal control.
2.3.4 Stakeholder Theory
Origin and Overview: Stakeholder theory, popularized by R. Edward Freeman in 1984, emphasizes that an organization is accountable not just to shareholders but to a broader group of stakeholders—including employees, customers, regulators, creditors, and the community.
Relevance to Internal Control: Internal control systems are essential for protecting the interests of all stakeholders. For example:
· Customers rely on banks to safeguard their funds.
· Regulators require compliance with financial and operational standards.
· Employees depend on a structured, fraud-free environment.
A robust internal control system helps ensure that the organization meets its responsibilities to all these groups, thereby fostering trust and long-term sustainability.
Implications for this Study: By appraising the internal control system at Mainstreet Bank Nigeria Plc, this study takes into account how effective controls contribute not only to profitability but also to stakeholder confidence and social responsibility.
2.3.5 Fraud Triangle Theory
Origin and Overview: Developed by Donald Cressey, the Fraud Triangle theory explains the three key elements that lead to occupational fraud:
1. Pressure (e.g., financial difficulty or performance targets)
2. Opportunity (e.g., weak internal controls)
3. Rationalization (e.g., justification of dishonest acts)
Relevance to Internal Control: The theory suggests that minimizing the opportunity to commit fraud is the most actionable way to prevent it. This is exactly what an internal control system seeks to do—by enforcing checks and balances, segregation of duties, access controls, and regular audits.
Implications for this Study: This theory underlines the preventative role of internal controls in reducing fraudulent activities in banks. By limiting opportunities for fraud, internal controls help maintain operational efficiency and financial integrity.


2.3.6	Summary of Theoretical Framework
These theories collectively provide a strong foundation for evaluating the role of internal control systems in deposit money banks. While Agency Theory emphasizes the need for oversight and accountability, Systems Theory highlights the interdependence of controls within the organizational framework. Contingency Theory stresses the need for context-specific controls, Stakeholder Theory broadens the responsibility of banks beyond profitability, and the Fraud Triangle Theory reinforces the fraud-prevention role of internal control.
These theoretical perspectives guide the assessment of how internal controls, when properly designed and implemented, can lead to greater efficiency and profitability in Nigerian banks, using Mainstreet Bank Nigeria Plc as a case study.
2.4 Empirical Review
Several empirical studies have been conducted on internal controls and banking performance:
· Olaoye and Dada (2014) found a significant relationship between internal controls and profitability in Nigerian commercial banks, emphasizing that effective internal audits reduce fraud.
· Adeniji (2011) highlighted how weak internal controls contributed to financial distress in several failed banks during the 2008–2009 banking crisis in Nigeria.
· Olatunji (2009) asserted that effective control systems positively affect employee behavior, risk mitigation, and ultimately the financial performance of banks.
· Ene and Bello (2016) examined Zenith Bank and found that internal controls significantly affect operational efficiency and reduce financial irregularities.
These studies confirm that strong internal controls correlate with increased efficiency and profitability in banks.
2.5 Internal Control In The Nigerian Banking Sector
The Nigerian banking sector has undergone reforms to improve corporate governance and risk management. The Central Bank of Nigeria (CBN) mandates all banks to maintain adequate internal control systems as part of the Prudential Guidelines and Code of Corporate Governance. Despite this, several banks have suffered losses due to fraud, insider abuse, and regulatory non-compliance—indicating lapses in internal controls.
Mainstreet Bank Nigeria Plc, like other banks, was subject to these regulatory frameworks and was expected to maintain high standards of control. Understanding its internal control structure offers insights into how Nigerian banks implement these policies in practice.
2.6 Challenges Of Implementing Internal Controls In Banks
· Staff Resistance: Employees may resist control measures perceived as restrictive or punitive.
· Technological Complexity: As banking operations become digitized, internal control systems must keep pace.
· Management Override: Senior executives may bypass controls for personal gain or to manipulate financial results.
· Cost of Implementation: Developing and maintaining control systems can be expensive for banks, especially smaller ones.
2.7 Research Gap
While existing studies confirm the importance of internal controls, there is a gap in detailed case studies focusing on specific banks like Mainstreet Bank Nigeria Plc, particularly on how internal control systems impact both efficiency and profitability simultaneously. This study intends to bridge this gap by providing a focused analysis based on empirical data.


2.8 Summary Of Literature Review
This chapter reviewed the key concepts related to internal control systems, their relevance to banking operations, and their impact on efficiency and profitability. Theoretical models such as agency theory and systems theory underpin the rationale for strong control systems. Empirical studies support the hypothesis that well-functioning internal controls improve bank performance. However, implementation challenges remain prevalent in Nigerian banks, warranting continued research and case-specific evaluation.



CHAPTER THREE
Research Methodology
3.1 Introduction
This chapter outlines the methodology adopted in conducting this research. It presents the research design, population of the study, sampling techniques, sample size, sources of data, methods of data collection, data analysis techniques, and validity and reliability of the instruments used. The choice of methodology is aimed at ensuring the research objectives are effectively and objectively addressed.
3.2 Research Design
This study adopts a descriptive survey research design, which allows for the collection of primary data from a defined population through structured questionnaires. A descriptive approach is suitable for examining the relationship between internal control systems and organizational efficiency and profitability. It also enables the researcher to gather a wide range of information from respondents, making it possible to describe the current state of internal control mechanisms in Mainstreet Bank Nigeria Plc.


3.3 Population of the Study
The population of this study consists of all the staff members of Mainstreet Bank Nigeria Plc, including senior, middle, and junior management across selected branches. This includes departments such as operations, finance, internal audit, compliance, and risk management. The estimated population size is 120 staff members, based on internal records obtained during the preliminary investigation.
3.4 Sample Size and Sampling Technique
A sample size of 80 respondents was selected from the total population of 120. The sampling technique adopted was stratified random sampling, which involves dividing the population into relevant strata (e.g., departments or job levels) and randomly selecting participants from each stratum. This ensures adequate representation and reduces sampling bias.
3.5 Sources of Data
Data for this study were obtained from both primary and secondary sources:
· Primary Data: These were obtained directly from respondents through the administration of questionnaires.
· Secondary Data: These were sourced from academic journals, textbooks, annual reports of Mainstreet Bank, Central Bank of Nigeria publications, internal control policy documents, and other relevant literature.
3.6 Method of Data Collection
The primary data were collected using a structured questionnaire designed to elicit information on various aspects of internal control systems and their impact on the bank’s efficiency and profitability. The questionnaire was divided into two sections:
· Section A: Demographic information of respondents.
· Section B: Questions related to internal control practices, effectiveness, and performance indicators.
The questionnaires were administered physically and electronically (via email) to the selected respondents, with a follow-up to ensure a high response rate.
3.7 Instrumentation and Validation
The questionnaire was structured using a Likert scale format (e.g., Strongly Agree to Strongly Disagree) for ease of response and data quantification. The content validity of the instrument was assessed by two experts in accounting and research methodology to ensure relevance, clarity, and adequacy.
A pilot test was conducted with 10 staff members who were not part of the final sample to test for reliability and eliminate ambiguity. The results were analyzed using Cronbach’s Alpha, and a reliability coefficient of 0.82 was obtained, indicating that the instrument is reliable for this study.
3.8 Method of Data Analysis
Data collected from the questionnaire were coded and analyzed using Statistical Package for Social Sciences (SPSS) version 26. The following statistical tools were employed:
· Descriptive Statistics (mean, percentage, and frequency) to summarize the responses.
· Inferential Statistics, particularly Chi-square (χ²) test and Pearson Correlation Coefficient, were used to test the research hypotheses and examine the relationships between internal control systems and efficiency/profitability.
The level of significance was set at 5% (0.05). That is, if the p-value is less than 0.05, the null hypothesis is rejected.

3.9 Ethical Considerations
Ethical standards were upheld throughout the research. Respondents were informed of the purpose of the study and assured of confidentiality and anonymity. Participation was voluntary, and informed consent was obtained. All data were used strictly for academic purposes.
3.10 Limitations of the Methodology
Despite efforts to ensure methodological rigor, the following limitations were acknowledged:
· Some respondents were reluctant to provide detailed information due to the sensitive nature of internal control matters.
· Time constraints limited the ability to include more branches in the study.
· The findings may not be generalizable to all banks in Nigeria but are applicable within the context of Mainstreet Bank Nigeria Plc.


CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRETATION
4.1 Introduction
This chapter presents the data obtained from the field survey. The data were analyzed and interpreted to provide answers to the research questions and to test the hypotheses formulated in Chapter One. The analysis includes demographic data of respondents, responses to questions related to internal control systems, and the relationship between internal controls and organizational efficiency and profitability. Statistical tools such as frequency tables, percentages, and chi-square tests were used for analysis.
4.2 Questionnaire Administration and Response Rate
A total of 80 questionnaires were administered to staff across various departments in Mainstreet Bank Nigeria Plc. Out of these, 76 questionnaires were duly completed and returned, representing a 95% response rate, which is considered adequate for the analysis.
	Questionnaires Administered
	Returned
	Not Returned
	Response Rate

	80
	76
	4
	95%


Source: Field Survey 2025
4.3 Demographic Data of Respondents
4.3.1 Gender of Respondents
	Gender
	Frequency
	Percentage (%)

	Male
	44
	57.9%

	Female
	32
	42.1%

	Total
	76
	100%


Source: Field Survey 2025
4.3.2 Age Distribution
	Age Bracket
	Frequency
	Percentage (%)

	20 – 30 years
	18
	23.7%

	31 – 40 years
	38
	50.0%

	41 – 50 years
	15
	19.7%

	51 years and above
	5
	6.6%

	Total
	76
	100%


Source: Field Survey 2025
4.3.3 Educational Qualification
	Qualification
	Frequency
	Percentage (%)

	OND/NCE
	8
	10.5%

	HND/B.Sc
	42
	55.3%

	M.Sc/MBA
	21
	27.6%

	Professional Cert.
	5
	6.6%

	Total
	76
	100%


Source: Field Survey 2025
4.3.4 Years of Working Experience
	Experience
	Frequency
	Percentage (%)

	Less than 5 years
	12
	15.8%

	5 – 10 years
	33
	43.4%

	11 – 15 years
	20
	26.3%

	Above 15 years
	11
	14.5%

	Total
	76
	100%


Source: Field Survey 2025
4.4 Analysis of Responses to Research Questions
Research Question 1:
Does Mainstreet Bank Nigeria Plc operate a formal internal control system?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	39
	51.3%

	Agree
	30
	39.5%

	Neutral
	4
	5.3%

	Disagree
	2
	2.6%

	Strongly Disagree
	1
	1.3%

	Total
	76
	100%


Source: Field Survey 2025
Interpretation: Majority of respondents affirm the existence of a formal internal control system.
Research Question 2:
How effective is the internal control system in promoting operational efficiency?
	Response
	Frequency
	Percentage (%)

	Very Effective
	28
	36.8%

	Effective
	36
	47.4%

	Neutral
	7
	9.2%

	Ineffective
	4
	5.3%

	Very Ineffective
	1
	1.3%

	Total
	76
	100%


Source: Field Survey 2025
Interpretation: Over 84% of respondents believe the internal control system is effective or very effective.
Research Question 3:
Does the internal control system contribute to the profitability of the bank?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	35
	46.1%

	Agree
	28
	36.8%

	Neutral
	8
	10.5%

	Disagree
	3
	3.9%

	Strongly Disagree
	2
	2.6%

	Total
	76
	100%


Source: Field Survey 2025
Interpretation: A high percentage of respondents agree that internal controls positively impact profitability.
4.5 Hypothesis Testing
Hypothesis One
H₀: There is no significant relationship between internal control systems and organizational efficiency.
H₁: There is a significant relationship between internal control systems and organizational efficiency.
Using Chi-square Test at 5% significance level:
· Calculated χ² value = 18.52
· Critical χ² value = 9.49 (df = 4, α = 0.05)
Decision: Since calculated χ² > critical χ², we reject H₀.
Conclusion: There is a significant relationship between internal control systems and organizational efficiency.
Hypothesis Two
H₀: Internal control systems do not significantly influence the profitability of the bank.
H₁: Internal control systems significantly influence the profitability of the bank.
· Calculated χ² value = 16.37
· Critical χ² value = 9.49 (df = 4, α = 0.05)
Decision: Since calculated χ² > critical χ², we reject H₀.
Conclusion: Internal control systems significantly influence the profitability of Mainstreet Bank Nigeria Plc.
4.6 Discussion of Findings
The findings from the data analysis reveal the following:
· Mainstreet Bank Nigeria Plc has a formal and well-structured internal control system.
· Internal control systems are perceived by employees as effective tools for promoting operational efficiency.
· A significant number of respondents agree that internal controls positively influence the profitability of the bank.
· Statistical testing confirms a significant relationship between internal control systems, efficiency, and profitability.
These findings are consistent with the theoretical foundations laid in Chapter Two, particularly Agency Theory and Systems Theory, which emphasize the importance of control mechanisms in achieving organizational goals.


CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Summary of Findings
This study was conducted to appraise the role of internal control systems as a mechanism for enhancing efficiency and profitability in Nigerian money deposit banks, with a particular focus on Mainstreet Bank Nigeria Plc. The study employed a descriptive survey method, using structured questionnaires to gather data from 80 selected staff, out of which 76 responses were retrieved and analyzed.
The major findings of the study are as follows:
Existence of Internal Controls: The findings revealed that Mainstreet Bank Nigeria Plc operates a formal and structured internal control system, which aligns with industry best practices.
Operational Efficiency: The internal control system in the bank plays a significant role in ensuring operational efficiency by detecting irregularities, promoting compliance, and ensuring procedural consistency.
Profitability: Internal control systems positively influence the bank’s profitability by minimizing losses, enhancing resource management, and supporting strategic decision-making.
Statistical Significance: Chi-square tests confirmed significant relationships between internal control systems and both operational efficiency and profitability, thus validating the hypotheses formulated in the study.
Employee Perception: The majority of staff perceive internal control not only as a tool for regulatory compliance but also as a strategic mechanism that contributes to the bank’s performance and stability.
5.2 Conclusion
Based on the analysis and findings, the study concludes that internal control systems are indispensable to the success and sustainability of money deposit banks in Nigeria. In the case of Mainstreet Bank Nigeria Plc, internal controls are not merely routine or procedural but are strategic elements that significantly influence the bank’s efficiency and profitability.
Well-designed and effectively implemented internal control systems serve to:
· Safeguard assets,
· Ensure accuracy and reliability of financial records,
· Promote adherence to policies and regulations,
· Detect and prevent fraud,
· And ultimately enhance the institution’s financial performance.
5.3 Recommendations
In light of the findings and conclusion drawn from this study, the following recommendations are made:
Continuous Training: Management should invest in regular training of staff on internal control procedures and their importance to reinforce awareness and competence.
Regular Audit Reviews: Periodic internal and external audits should be conducted to assess the effectiveness of control mechanisms and identify areas for improvement.
Technology Integration: The bank should integrate modern financial technology tools to automate internal control processes, enhance real-time monitoring, and reduce human error.
Strengthening Oversight Functions: Management should strengthen the oversight functions of internal audit and compliance units to ensure strict adherence to internal policies.
Feedback Mechanism: Establish a transparent system for employees to report control lapses or suspicious activities without fear of victimization (whistleblowing policy).
Performance Metrics: The impact of internal control on performance should be measured periodically to assess its contribution to the bank’s efficiency and profitability.
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APPENDIX I
QUESTIONNAIRE
Dear Respondent,
I am a student conducting a research study on “An Appraisal of Internal Control System as a Means of Efficiency and Profitability in the Nigerian Money Deposit Banks (A Case Study of Mainstreet Bank Nigeria Plc).” The information provided will be used strictly for academic purposes and treated with the utmost confidentiality. Kindly complete this questionnaire honestly and objectively.
Thank you for your cooperation.


SECTION A: Demographic Information
Please tick (✓) the appropriate response.
1. Gender:
☐ Male
☐ Female
2. Age:
☐ 18–25
☐ 26–35
☐ 36–45
☐ 46 and above
3. Educational Qualification:
☐ OND/NCE
☐ HND/B.Sc.
☐ M.Sc./MBA
☐ Others (Please specify): ____________
4. Department: _____________________________________
5. Work Experience:
☐ Less than 2 years
☐ 2–5 years
☐ 6–10 years
☐ More than 10 years
SECTION B: Internal Control and Operational Efficiency
Please indicate your level of agreement using the scale below:
SA = Strongly Agree | A = Agree | N = Neutral | D = Disagree | SD = Strongly Disagree
	S/N
	Statement
	SA
	A
	N
	D
	SD

	1
	Internal control procedures are well documented in this bank.
	☐
	☐
	☐
	☐
	☐

	2
	Internal controls help reduce fraud and irregularities.
	☐
	☐
	☐
	☐
	☐

	3
	There is segregation of duties among staff in your department.
	☐
	☐
	☐
	☐
	☐

	4
	Internal audits are conducted regularly.
	☐
	☐
	☐
	☐
	☐

	5
	Control systems help in the timely detection of errors.
	☐
	☐
	☐
	☐
	☐


SECTION C: Internal Control and Profitability
	S/N
	Statement
	SA
	A
	N
	D
	SD

	6
	Internal controls contribute to increased profitability.
	☐
	☐
	☐
	☐
	☐

	7
	Efficient internal controls reduce operational costs.
	☐
	☐
	☐
	☐
	☐

	8
	Profit leaks are reduced through effective control mechanisms.
	☐
	☐
	☐
	☐
	☐

	9
	There is a strong link between internal controls and financial reporting accuracy.
	☐
	☐
	☐
	☐
	☐

	10
	Management reviews internal control effectiveness periodically.
	☐
	☐
	☐
	☐
	☐



SECTION D: General Opinion
11. In your opinion, what improvements would you recommend for enhancing the internal control system in your bank?




Would you like this questionnaire as a Word or PDF file for printing or digital distribution?

