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Abstract 
The purpose of this paper is to assess the level to which corporate 

governance contribute to the improvements in the adequacy and 

effectiveness controls over public financial management in Nigeria. And 

also to determine the influence of effective corporate governance towards 

reducing fraudulent activities in Nigerian public sector. This study is a 

review paper. It concentrates on finding the outcome from the secondary 

sources of data that consist of government reports, EFCC cases, and 

newspaper clippings. The found that audit committee effectiveness, internal 

audit effectiveness, external audit effectiveness, employees training and 

culture of honesty as they key element for successful implementation of 

corporate governance that reduce poverty rate. The study will give an 

intuition to academician and consultants in both public and private sector 

in Nigeria and their international counterparts to develop systematic 

approaches of tackling fraud using logical innovations. The study also has 

a scholarly contribution to the body of knowledge and existing literature. 
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Introduction  
Nigeria has the highest population in 

Africa as well as major oil exporter, 

for a number of decades right from the 

independent date, Nigeria has been 

struggling to create employment 

opportunities for the teeming 

population, increase income equality, 

diversify the economy and reduce its 

dependency on oil (Outlook & 

Development, 2014). During the 

period of economic growth, the oil 

exports accounted for more than 79% 

of the total government revenue, yet 

this has not been sufficiently trickled 

down to the ground level, that is lower 

level (Masses) whose constituted 

almost 94.3% of the total population 

and this was due high level of 

corruption-related activities (House, 

2012). It is generally acknowledged 

that the embezzlement of public 

money and assets by unethical leaders 

has been the major reason behind the 

Nation’s underdevelopment (Witness, 

2012). The nature and rate of corrupt 

practices such as bribery, money 

laundering, and fraud in Nigeria 

positively affected by abandon 

increase in crude oil revenue, together 

with a poor public management, 

opaqueness and a culture of freedom. 

Revenue generated from oil sector 

have given further chances for most of 

public office holders to deprive state 

own fund into their personal account 

(Agbiboa, 2012). However, poor 

measures to address these practices 

resulted into many other forms of 

financial fraud, dishonesty act across 

the Nation many years ago (Martini, 

2015). 

Corruption, fraud and other financial 

economic crimes has made it difficult 

for Nigeria to meet her infrastructural 

requirement and social responsibilities 

to its citizenry, these harms have 

assumed frightening proportions and 

persistent mismanagement of 

resources have become a daily 

routine, as seem to be a normal act in 

This paper is original and unique in its form and has value in the prevention 

of modern-day fraud cases in the Nigerian public sector. The article is also 

useful to all those who might cherish to admire its standing. 

 

Keywords – Corporate governance, Fraud, Prevention, Detection, public 

sector, Nigeria 
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Nigerian public sector (Aduwo & 

Management, 2016). Despite the 

abandon natural resources and human’s skills in Nigeria, fraud and or bribery 

are the key element that clog the progress in Nigeria and has continually 

hindered the realization of ethical national objectives (Ijewereme, 2015).  

Fraud might be one of the genuine hitches and bottleneck in the business 

condition Law (2011). Establishments be it private or public cannot survived 

and be healthier as well modest if fraudulent activities continue to occurred that 

is undetected, Halbouni, Obeid, and Garbou (2016). Nigeria’s public service 

suffers from widespread corruption. It is therefore, essential for any 

establishment to create an effective fraud detection and prevention technique as 

these can condense the chances of financial fraud occurrence (Eyisi & Ezuwore, 

2014).  

These approaches can encompass management communicating to general 

public within the organization about inpatient to any fraudulent activities be it 

small or otherwise at all level, exhibiting transparent performance and good 

rewarding structures, before employment and on-going screening and, most 

suggestively inspiring a nation of fraud awareness (Sikkema & Sauerwein, 

2015).  

According to Ijewereme (2015) Corruption is unethical use of one’s position 

and or office, and also misapplication of entrusted authority for personal benefit. 

It is a malignant worldwide phenomenon that has continued to stagnate the 

developmental hard work of Nigerian Public sector. The International Standards 

on Auditing positions argue that fraudulent financial statement encompasses 

intentional mis-material management or representation, involving physical 

omissions and non-disclosures of material intended to deceive users of the 

financial information and this tend to affect decision making. 

  

Scope of the Problem  

The inability of most “corporate governance” machinery to curtail fraudulent 

activities and the increase in cultural fraudulent has resulted into thoughtful 

threat to management, stakeholders, investors, and the entire public. Massive 

embezzlement of public fund due to poor level of accountability. In the late 

2013, Nigeria's then CBN governor discovered that NNPC, had failed to remit 

US$49.8 billion oil revenues owed to the FG (Insights, n.d.) (Owen & Usman, 

2015). 
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There is non-compliance with budget specification. Example former Nation 

Security Adviser (NSA) to President Goodlock Jonathan was 'arrested over 

USD$2.1bn arms fraud. (Sahara reporters,2017). The money was budgeted for 

purchase of arm to improve security but were eventually used to finance 2015 

political campaign. 15 Politicians Linked to $2.1 Billion Arms Deal Scandal 

Legit.ng (Martini, 2015). All these problems emanate from the lack of effective 

internal control system which resulted from ineffective internal audit (Obuah, 

2010). 

Despite extensive global researches aim to address the problem of fraud 

(detection and prevention) yet, in developed countries, the problem seems to be 

incessant (Eyisi & Ezuwore, 2014). According to the Federal Trade 

Commission (FTC) the average financial injury resulted from fraud 

victimization is nearly $222 per head (Anderson, 2004). 

Most of the previous literature mostly emphases on private sector. The study is 

one of the few studies that seeks to examines the role of corporate governance 

towards addressing the problem of fraud occurrence, detection and prevention 

in Nigerian government sector. However, there is a dearth in literature on the 

effect of corporate governance on public financial management (Owen & 

Usman, 2015). However, this study seeks to answer the following research 

questions Does a sound “corporate governance” help to improve the level of 

accountability in public sector in Nigeria?  

 

Literature Review 

The global public financial scandals resulted into the failure of most corporate 

organizations in the United State of America and Europe Huber (2012). This 

however, raised out the requirement for the adapting of good “corporate 

governance” (Ngai, Hu, Wong, Chen, & Sun, 2011). ‘corporate governance’ is 

a design structure which governed the operation of and organization with a view 

to chance the prospects of the corporation and meet the expectation of the 

concern members and or citizens (Owen & Usman, 2015).  

At Indian, few decades ago, there were frequent fraudulent act and financial 

scandals, which were indicators with historical implication of fraud detection 

and prevention and this alert upper level manager to advance a mechanism that 

restrict the occurrence of fraud and rise the annual income to above 35 percent 

(Bhasin & Management-International, 2013). 
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The number of researchers who found that ineffective “corporate governance” 

is a foremost reason of financial fraud, poor performance of corporation, 

negative effect on stakeholders have been increasing (Bhasin & Management-

International, 2013). According to the Federal Trade Commission (FTC) the 

average financial injury resulted from fraud victimization is nearly $222 per 

head (Anderson, 2004) 

 

Concept of Fraud  

The term fraud existed for number of decades, the alleged 'money related 

embarrassments' have for long stagnated the world's economy, even before 

1820 and 1840 which is marked as the era of Industrial Revolution (Pearson & 

Singleton, 2008). Mostly the financial mis-statement, like that of equity funding 

of 1970, during that time electronic devices like computers were employed as a 

technique in committing fraud, and it developed to a milestone with antique 

importance in process of fighting fraud (Pearson & Singleton, 2008). 

In law, fraud is deliberate action to secure partial or illegal advantage, and or to 

deprive a victim of a legal exact. Fraud can as well be a public erroneous, a 

criminal wrong, or it may result loss of property, fund or money and legal right 

(Abiola, Oyewole, & Finance, 2013) Fraud also involves deliberate acts 

perpetrated by entrusted employees using deception, trickery (Ramamoorti, 

2008). 

The financial statement fraud has affected the market participant strongly, FSF 

cost market participant over N180 billion which is almost more $500 billion, 

they are creditors, employees, investors and pensioners in pass several years 

(Rezaee, 2005) 

Fraud financial statement has led market participant both investors, creditors, 

pensioners, and employees to suffer a cost worth more than $500 billion during 

the last several years  

 

Corporate governance 

According to Rezaee (2005), Defined “corporate governance” as a system that 

regulates how a establishment is administered through appropriate culpability 

for managers and monetary routine. Halbouni et al. (2016) viewed “corporate 

governance” as a technique by which all members contribute for the betterment 

of the organization and free financial fraud, which goals is to safeguard the 

corporation asset and promise long-term success as well prosperity that incline 
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to positively contribute to value added of the stakeholders, as well as to guard 

investor’s financial reports. 

Hogan, Rezaee, Riley Jr, Velury, and Theory (2008) argue that folding of 

advance-profile corporation is linked with poor ‘corporate governance’ and 

subsequently make enquiries of the honesty and moral conduct of managers, the 

efficiency and competency of internal controls, the trustworthiness of financial 

statement and the consistency of ‘internal and external’ audits units, the 

accuracy of markets. 

Saidi (2011) argued improving ‘corporate governance’ in industrialized 

investment markets is repeatedly determined by financial stockholders, and the 

responsibly of enhancing “corporate admiration” is on top-level managers for 

the reason that corporations’ ownership assemblies and the accessibility of 

mutability and financing form local financial institutions. An effective 

“corporate governance” contribute to financial stability in many countries 

around the glove and help to guide the public expenditure by ensuring proper 

accountability (Brennan, Solomon, & Journal, 2000)  

 

Corporate governance in corporation 

The issue of “corporate governance” in Nigerian commercial banks and public 

establishment (Ministries and Department) has become especially important, 

given the part of the sector in nationwide development. Gbegi and Adebisi 

(2014) argues that poor “corporate governance” has led to differences among 

management and board members and resulted board quarrels, poorly board 

oversight fonts fraudulent and self-serving practices within the board members, 

management and other employees, overbearing power of chairman or Managing 

Director/CEO, especially friends or family’s-controlled organization 

The relevance of functional “corporate governance” has established momentous 

government and also monitoring courtesy as well engrossed the attention of 

academicians on a wider-range some decades ago, even though the matters have 

occurred long ago (Okpara, 2011). In respect to responsibility of controlling the 

fraudulent activities, the ‘International Auditing and Assurance Standards 

Board’ (Kassem & Higson, 2012) makes it distinctive in the "International 

Standard on Auditing" (ISA 240) that the essential task lays depend on those 

accused of administering the component and the supervisors (managers). 

 

Findings  
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For a successful implementation of “corporate governance” certain factors need 

to be put in place. The ‘American Institute of Certified Public Accountants’ (L. 

Braiotta Jr, Gazzaway, Colson, & Ramamoorti, 2010), amongst others, 

employed different pointers to estimating the practicability of "corporate 

administration" in recognizing and preventing fraudulent behavior.  

 (Law, 2011) point out some instruments to be useful in determining the 

effectiveness of corporate governance, these include ‘audit committee 

effectiveness, internal audit effectiveness, external audit effectiveness, 

employee training and existence/absenteeism of a culture of honesty’ and solid 

beliefs among the upper level managers. Arowolo, Che-Ahmad, and Issues 

(2016) have recognized three different components as monitoring apparatuses 

that warrant good “corporate governance”. These are: the “directorships”, 

‘internal and external auditing’. In this study the researcher intends to employ 

the former indicators and their details is given as. 

 

Audit committee effectiveness 

Getie Mihret and Wondim Yismaw (2007) seen ‘internal auditing effectiveness’ 

as an independent, body with consulting activity planned to increase value and 

enhance organization's operations. It supports the accomplishment of 

organizational goals through systematic, orderly and controlled techniques to 

appraise and enhance the success of peril management and governance 

processes”. Thus this indicates ‘that internal audit’ have experienced a paradigm 

change since an accent on accountability in previous time to refining next result 

to aids auditees function extra effort in an efficient and effective way (Arena & 

Azzone, 2009). This can equally serve both public and private sector. 

Halbouni et al. (2016) argue that a control background begins with awareness 

at the top level -management and through an audit committee, furthermore, to 

backing from standing staff and third-party due diligence programs. The” 

Security and Exchange Commission” necessitates all the public establishments 

to  produce a genie audit committees that will be apprehended accountable for 

the truthfulness of financial report, the eminence of its ‘internal controls’ as the 

committees could cover a vital part in supervising the organization’s inner 

regulator aspect to which are answerable for judicious guarantees from both 

‘internal and external’ auditors on the neutral performance of managing 

financial statement (L. J. A. Braiotta Jr, 1992). 
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Moreover, the committee is obligated to preserve abreast of financial reporting 

progresses touching the organization. (Sommer Jr, 1991) states that the ‘audit 

committee is mostly to be number one to detect loopholes in the financial report 

and this is due its continuous access to both internal and external audit 

information within and outside the organization. 

The audit committee’s role is one of oversight and maintaining, and in 

discharging this duty, the committee may trust on management, the independent 

auditor, and or any available consultants the committee might involve, so long 

its reliance is realistic Beasley, Carcello, Hermanson, and Neal (2009). The 

Aikins (2011) suggest that in various dealings an audit committee ought to 

support the board members and the CEO to supervise the method of evolving 

and executing a deception control agenda, obtain and analysis the reports 

relating its functions, and direct incidences of distrusted fraud. 

 

Internal audit effectiveness 

Law (2011) state that the impact of ‘internal auditors’ in ‘corporate governance’ 

in the present time includes the providing of extra services introduced by 

directors or the audit committee. Mayne (2006) state that a well establish 

internal audit function should deliver advance artwork of fraud and risk 

management, thus aids to prevent financial mismanagement within an 

organization and also report such act promptly for appropriate action.  

The traditional function of internal auditing engrossed on checkmating financial 

compliance and internal control, in addition, internal auditing have recently 

grown far in terms of reputation towards a broader internal consultation, impact 

inside the organization’s risk management purpose (Alzeban & Gwilliam, 

2014). In these regards, it is very significant to examine how efficiently 

“internal auditing” serves its official purpose.  

The research conducted in Italy by (Arena & Azzone, 2009) reveals that the 

features of the ‘internal audit team’ audit procedures and activities, and 

organizational links influence “internal audit effectiveness” (IAE). Marston, 

Dixon, and Collier (1989) argue that “internal auditors” are in the front line to 

safeguard” against financial mis representation because of the information and 

experience of the corporate environment and skills of internal control, also 

argue that organizations with effective ‘internal audit’ units are most likely to 

notice incidents of fraudulent activities.  
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The ability to perceive fraud will be higher for any organizations with good and 

effective internal audit department as compared with those that have weak 

internal audit department Marston et al. (1989). However, ‘internal audit’ is 

connected with a high tendency to sense and report fraudulent cases (Halbouni 

et al., 2016). 

Aikins (2011) assumed that theory of transaction cost economics, effective cost 

economizing and efficient operational activities can improve financial 

management, and this can be achieved with the aids of internal audit being a 

monitoring mechanism, this also help the top-level management to gain 

influence over resource allocation and quick access to cost information.  

Internal audit’s role in improving public financial management can be explain 

using the theory of transaction cost economics Ruigrok and Van Tulder (2013).  

Theory argues that the preeminence of internal audit aimed at cost 

economization and listed benefits, specifically for hierarchical establishments, 

Furthermore, it hypothesizes intra-organization invention as a sequences of 

activities allied by transactions (Ruigrok & Van Tulder, 2013). 

Objective assurance and independency of an internal auditor adds value and 

also improve organization’s operation and this leads to the accomplishment of 

organizational objectives through systematic approach, discipline to enhance 

effective risk management and control governance (Alzeban & Sawan, 2013). 

 

External audit effectiveness 

Halbouni et al. (2016) necessitates the ‘external auditor’ to exercise specialized 

decision in evaluating the threat of material mis-representation by causing fraud 

occurrence to be minimal in financial reports. (Kim & Kogan, 2014) assumes 

fraud discovery is not the primary obligation of ‘external auditors’, but yet 

members maintain that it should be part of his duty.  

Kim and Kogan (2014) state that, during the wake of the Enron scandal, the 

external auditor has a certain role to play in addressing the fraudulent activities 

by assessing the company or organization’s internal control system 

effectiveness towards addressing the level of risk or occurrence of fraud. 

Flynn (2012) state that, unlike internal auditor whose reporting relationship are 

determine by the management of the organization itself, the external auditor 

formally communicate to stakeholders of the establishment (private or sector). 

In public establishment, though external auditor will submit the copies of their 
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report to the organization (Flynn, 2012) also viewed the main role of external 

auditor under three different heading which are detailed below. 

The external auditor examines the competence of financial control mechanism 

and measures in the organization and the extent of responsiveness with those 

measures, in undertaking the external audit, the external audit relies on the work 

prepared by internal auditor in this field and this help to safeguard the 

organization against material mismanagement. 

He also examines the yearly financial statement and underline the financial 

record and system of the establishment to create either or not the account that 

gives true and fair image of organizational financial presentation. 

To examines the means in which the organization used the capitals at its 

disposal to examines the extent at which value for money have being achieved. 

Therefore, the external audit committee or auditors are required to source the 

necessary evidence to detect the risk associated financial mismanagement 

resulted from the occurrence of fraud and also assess the risk material 

misstatement occurred deliberately, the committee are also required to 

communicate and evaluate the evidence to the authority concern, that is the top- 

level management for and appropriate action against future occurrence (Porter, 

1997). 

The independence of public sectors auditors and their unobstructed ability to 

publish the report of their finding for public consumption cut down the 

intentional fraudulent activities within the organization and also makes the top-

level managers of the organization to act in accordance with the laid down rules 

(Mayne, 2006). 

In public sector, usually the role of the independent external auditor is to deliver 

assurance to the law-making body that the content of the financial statements 

provided by the government is in line with accounting regulation i.e (generally 

accepted accounting standards). The legislature wishes to be certain by a 

trustworthy expert body that the government has not “cooked the books.” 

Mayne (2006). Long ago, this assurance has contained that the financial control 

mechanism in place are in compliance with accepted rules. 

In this regard, the external auditor is seen as partaken in the essential part of 

accountability process. With performance audit, the external auditor is also 

provide an assurance to the law-making body/legislature that the effort is not 

mainly concern with the financial aspect, but as well the actual deliberation of 

the government in meeting its obligation effectively and efficiently as well 

properly (Mayne, 2006). 
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Employee training 

According to Galletta (2015) most of the fraudulent activities are detected by 

organization’s employees through employee’s guidelines and organizations that 

has a well anti-fraud scheme and well trained staffs at various stages of 

operation. Points a well employees and managers training program is aims at 

organization’s awareness of fraud and gathering the report of doubtful activities 

as the most important element in detecting and prevention of fraudulent 

activities in the organization. 

Halbouni et al. (2016) argue that employees should be encourage and supported 

to give their views in addressing the occurrence of fraudulent activities and also 

assuring the confidentiality of the information disclosed by them, and of being 

no revenge or victimization Halbouni et al. (2016). They also suggest a hotline 

as an avenue as well effective means to guard inner ‘whistle blowers’ 

individualities and inspire broadcasting of loopholes. Adding that all staffs 

should be mindful of the penalties of financial misconduct, perhaps by means 

of proper ethics and code of good behavior or employee’s alertness training 

programs. 

 

Culture of honesty 

The slogan ‘tone at the top’ simply means the moral troposphere adopted by an 

organization’s management  (Halbouni et al., 2016) and (Tomasic, 2011) 

suggested that the directors board members  of every organization play a 

substantial role in implementing a good control system to curtail the risk of 

financial misconduct, and management and board of directors are accountable 

for establishing the ‘tone at the top’ to encourage executive for proper and 

modest transaction or business practices at different highest levels of the 

organization. Therefore, evolving an appropriate organization’s culture needs a 

reliable ‘top-down attitude’ that financial mis-management is intolerable at all 

circumstances, ranging from managers, employee, customers and supplier in 

both public and private organization. 

 

Conclusions and Recommendations 

The findings in this study provide insightful evidence on the relevancy of 

corporate governance in curtailing the fraud rate in the Nigerian public sectors. 
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The findings of this study acknowledge the strong relationship between sound 

and effective corporate governance in reducing the level of fraudulent practices 

This study presents informative unique evidence on internal audit effectiveness, 

external audit effectiveness, employees training and culture of honesty as they 

key element for successful implementation of corporate governance that reduce 

poverty rate. 

The findings of this study would create awareness to the general public, 

government parastatals, departments, anti-graft bodies and even private 

segment to develop various measures and techniques that ease the fraudulent 

activities. 

It is acknowledged that further study with different methodology to be 

conducted, and thus it may perhaps yield a different result. The study 

recommends that all the afro mentions findings should be put in place. 
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