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Abstract 
The study interrogated the relationship between internal audit function and 
creative accounting practices in the public service domain in Nigeria using 
Ministries, Departments and Agencies (MDAs) as the focal group. The study 
is based on the continuous cases of fraud in the public service, evidenced by 
bogus financial reports inundating the Nigerian civil service domain that is 
anchored on agency and information theories and shaped via the survey ap-
proach, by gathering data from systematically sampled respondents of the in-
ternal audit unit of MDAs based in Bayelsa State. Using the SPSS tool to ana-
lyse the data collected via a structured questionnaire which observed that the 
internal audit function has a bearing on creative accounting practices in 
MDAs. Thus, this inferred that as the first line of defence against financial 
fraud in the internal control context, an efficient internal audit can certainly 
curb accounting information manipulations and this forms the basis for 
recommending that; provide enabling environment for the optimal function-
ing of the internal audit unit in all MDAs, imposition of appropriate sanc-
tions on staffers of MDAs that compromise the common good for private in-
terest as stewards of public resources, a stronger regulatory regime with ade-
quate enforcement machinery for ensuring compliance with accounting and 
auditing standards should institutionalise in all MDAs in Nigeria, regular 
training of audit staff to apprehend current developments in accounting prac-
tice, as well as ensure the employment of qualified audit staff with the requi-
site skills and appropriate remuneration. 
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1. Introduction 

The fraud menace has continued to be spotlighted both in the private and public 
sector domains. Beyond the 2001 Enron Corporation scandal that orchestrated 
debate about increased regulation and control of private-sector holdings, financial 
management in the public domain has also received a fair share of attention. One 
glaring fallout of the Enron debacle is the realisation that the much-espoused con-
cept of the free market enterprise model has severe issues of self-regulation. The 
pursuit of profit and unbridled market expansion in private-sector driven 
economies comes at a cost, which if not mitigated portends catastrophic conse-
quences for the national and global economy as witnessed in the 2008 financial 
crisis that rattled the global economy. While private-sector holdings are grap-
pling with issues of fraud and creative accounting innovations, the public do-
main is also witnessing its demons of financial fraudulence. 

Interestingly, all stakeholders agree that fraud in either domain has a critical 
debilitating effect on the overall systems’ objective. In this light, there is a com-
monality of opinion that accountability, transparency and integrity must char-
acterize all forms of human socio-economic group interactions and this arguably 
is well collocated within the framework of the fact that stewardship has become a 
cardinal aspect of the current models of social interactions within the globe. No 
single individual can form and at the same time, manage a standard firm, with-
out deploying some form of delegated responsibility. Furthermore, it is practi-
cally impossible for nation-states to be administered by all citizens at the same 
time. This critical realisation forms the foundation for delegated responsibility 
and by extension, the act of stewardship. 

As recognised in the existing literature, stewardship demands fiscal responsi-
bility and accountability in all instances. However, various globally reported and 
unreported financial misconducts, have resulted in the refining of previously ex-
isting economic regulatory and reporting frameworks, as well as the enactment 
of new ones. As evidenced in the context for the preparation and presentation of 
financial statements of the IASB, the analysis of qualitative characteristics of ac-
counting information is carried out around four (4) vectors: understandability, 
relevance, reliability and comparability [1]. 

One of the cardinal requirements for any sound accounting system is the in-
stitutionalisation of internal control. Premised on this is the centrality of internal 
audit in the internal control system. The essence of internal control is to ensure 
that the accounting system delivers on its satisfaction of stakeholder require-
ments for reliable financial information. It was and is still believed, to the extent 
that, a functional internal audit system assures the quality of financial reports 
and expected that the internal audit serves as financial quality assurance com-
pliance tool. Nevertheless, the existence of internal audit has not foreclosed the 
prevalent rate of fraudulent financial transactions, neither reporting. Very sig-
nificant in this regard, is the fact that public revenue and expenditure profile of 
the MDAs are often not subjected to external audit. The external audit of MDAs 
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in Nigeria is handled by the office of the Auditor General, which relies heavily 
on the optimality of the internal audit function and expects that all financial 
transactions in MDAs pass through internal audit vetting. Meanwhile, the entire 
public inundated financial landscape with news of dysfunctional behaviour 
leading the doubts about the role of internal audit in the whole of the fraudulent 
financial transaction chain. It is in this regard we investigate the role of internal 
audit in the manipulation of the number-games in the public financial domain. 

2. Review of Related Literature 
2.1. The Concept of Internal Audit and Its Role 

An audit is to attest to the accuracy of financial statements or situation because 
the primary purpose of a review is to examine and express an opinion on the re-
sult and state of affairs of an enterprise as much as its financial operations and 
records can reveal. This expression of opinion leads credence to attached finan-
cial statement, so that the user is free to rely on them (financial statement); since 
independent expert has certified their accuracy. An audit is seen as an inde-
pendent examination of and expression of opinion on the financial report of an 
organisation, by an appointed auditor in pursuance of that appointment and 
compliance with any relevant statutory obligation. The American Committee on 
Basic Auditing Concepts defined auditing as a systematic process of objectively 
obtaining and evaluating evidence regarding proclamations about economic ac-
tivities and events to ascertain the degree of correspondent between those affir-
mations and established criteria and communicating the results to the interested 
users. 

To [2], auditing is the process of providing free and fair view about the books 
of accounts, vouchers, balance sheet and ledgers of an enterprise. Auditing is an 
essential field of study for most societies. Audit profession provides services, 
such as assurance, attestation, review of historical financial statement and other 
attestation services. Meanwhile, in 1999, [3] has defined internal auditing as an 
independent, unbiased assurance and consulting activity aimed to add value and 
improve an organisation’s operations. It helps an organisation achieve its objec-
tives by bringing a systematic, disciplined methodology to appraise and develop 
the efficiency of risk organisation, control, and governance procedures. Internal 
audit is an appraisal (evaluation) activity established within a company as a ser-
vice, and its functions include; scrutinising, appraising and checking the ade-
quacy and effectiveness of the accounting and internal control systems. Thus, an 
internal audit is the internal mechanism for financial quality assurance compli-
ance. 

The central role of internal auditing is to add value to the organisation by 
performing assurance and consulting undertakings. They need to be operational, 
tactical, strategic and improve operations. However, the clarification of this role 
is broad. Primary duties of assistance with risk management, control, and gov-
ernance processes will add a different value to the enterprise. In reality, the role 
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of internal audit [4] depends on the specific needs of organisations and the sec-
tor they are operating. In this regard, [5] had earlier listed observed that: for or-
ganisations in the scandal-ridden industry, value-adding auditing service will be 
compliance reviews; for organisations in quickly growing sectors, value-adding 
will be consulting counsel on programs and projects; for organisations in devel-
oping countries, it may be building controls and preventing fraud or corruption; 
for global organisations, it may be management of the risks and logistics of co-
ordinating information with the head office and so on. 

[6] provides another categorisation of internal audit’s role based on the type 
of organisation (public or corporate sector) rather than the organisation’s envi-
ronment as Pickett suggested it. For the public sector, internal audit’s role fo-
cused on the efficient and effective expenditure of public money. In the corpo-
rate setting, internal audit’s position is measured by and focused on its ability to 
satisfy stakeholders and ensure profit. For further aspects of the place of internal 
audit, see ([4]-[11]). Also, for the history and attributes of internal audit see ([4] 
[12] [13] [14]). The literature clear captures the centrality of the role of internal 
control (the position of internal audit) as the first line of defence against finan-
cial fraud, which underscores its imperative. Internal audit plays a vital role in 
any enterprise. Internal audit sees or evaluates things like an Eye. So a 
well-designed internal audit structure has the capacity for foreclosing the prac-
tice of creative accounting. 

2.3. The Creative Accounting Domain 

The basic idea of innovative accounting is finding the so-called loopholes in law 
and accounting standards to enhance financial statement and present the busi-
ness in a positive light. Income smoothing can have a positive impact on trade 
Business, but only when it is applied in a positive sense, and is used to achieve 
the overall objective of the organisation. However, it often happens that compa-
nies’ cross boundaries of simplicity and abuse such practice, which can lead to 
fatal consequences. One thing is sure; creative accounting most often harms fi-
nancial reporting [15]. 

[16] pronounced that firms generally prefer to report a steady trend of growth 
in return rather than to show volatile returns with a series of dramatic rises and 
falls and the achievement is by making extra significant provisions for liabilities 
and against assets values in good years so that the regulations can be subse-
quently abridged, thereby improving reported returns, in bad years. Advocates 
of this methodology argue that it is a measure against the short-termism of 
judging an investment based on the yield achieved in the immediately following 
years. [17] investigated the problem concerning both managers and shareholders 
and argued that the internal audit is essential, an organisation where the internal 
audit regarded as the critical element in the application of accounting system 
this will in turn help in reducing creative accounting. 

Although several researchers have studied and published papers in creative 
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accounting, it does not yet have any universally accepted conceptual definition. 
[18] argues that the difficulty in accepting a unified description of the concept of 
creative accounting lies in the existence of different insights and opinions re-
garding the operationalisation of the concept. There are various strands of opin-
ion on creative accounting, but they boil down to the same idea. Creative ac-
counting is defined as accounting manipulation to take advantage of gaps in ac-
counting rules and measurement and disclosure practices [19]. Most firms in the 
globe are fiddling with their reported profit figures for various reasons. [1] noted 
that every set of published accounts, is based on books which may have been 
gently cooked or changed in other to protect the guilty; that usage of many terms 
are to label the practices of changing the facts in accounting, e.g. window dress-
ing, cooking the books, as a result of this the internal audit objective perspective, 
and skills can help or assist in preventing accounting manipulation. In the same 
vein, most financial reports from the public sphere have doctored to meet citi-
zens’ expectation. 

Creative accounting, according to [20], is the manipulation of financial num-
bers or transfer of figures. The concept of creative accounting became popular 
about two (2) decades ago. They are manipulating numbers to get favourable 
accounting impression. The positive side of the earnings management refers to 
the request of the best choices and the vital goal being that the information in 
the financial statement reflects the true and fair view of the financial position 
[21]. [22] noted that the manipulation of account might affect the business of the 
organisation. They suggested that every organisation should fill the loophole by 
having a good or quality internal audit system that will regulate and monitor 
policies and procedures in the organisation. The widespread corruption in the 
society and the failure of organisations in every part of the world have again in-
creased the need for accounting professionals to adhere strictly to the codes of 
professional practice [23]. 

Manipulations in financial reporting give only short term advantage. [24] 
concluded that creative accounting is a weapon used in a critical situation of a 
firm. The paper finds that there is no satisfactory solution to the problem of 
creative accounting. But by having a good and quality internal audit, we can 
control the practices to some extent. Creative accounting is termed a synonym 
for deceptive accounting. According to [25], ethical behaviour of a person in ac-
counting depends on ethical understanding, verdict, incentive and qualities. Ac-
cording to [26], the ambition of making figures more appealing or the opposite 
as the circumstances demand is as old as five centuries. Academically, income 
smoothing is the process of transforming financial accounting numbers to the 
figures that are being desired by them (prepares) from what they represent val-
ues while ignoring accounting rulers [27]. Creative accounting is also known as 
“Earnings management” or aggressive accounting or it refers to accounting 
practices that may not follow the letter of accounting standard practices or 
within the accounting regulatory framework. Earnings management is fraud 
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when practised out of the regulatory framework, and if proper checks and bal-
ances or internal investigation not carried out within the organisation, there will 
be misinformation to stakeholders. 

Furthermore, creative accounting involves the adoption of a legal and optional 
opinion between different accounting methods to address a specific case in 
situations where the relevant accounting standards or principles do not refer to a 
direct way of solving a problem or do not suggest alternative methods [28] [29] 
describes innovative accounting as an accounting exercise that may or may not 
adhere to accounting philosophies and standards, but deviates from what those 
principals and standards intended to achieve, in other to present the desired 
business image. On their part, [30] argue that creative accounting indicates when 
accounts are based on what managers want, rather than as they should be, by not 
objectively applying accounting rules. The prevalence of the number games 
driven by the fact that there are many users of financial statement who are not 
aware of creative accounting and thus management gets chance to mould the 
books in the way they want. 

Furthermore, the existing literature has identified creative accounting stimu-
lants (what [15], regards as sources of inspiration) to include; flexibility in ac-
counting regulation, lack of control, use of management discretionary position, 
timing of the transaction, the use of artificial transactions, big-bath accounting, 
and using cookie jar reserves. These constitute the foundation for the various 
typologies of creative accounting to include; manipulation of off-balance-sheet 
financing items, variations in accounting strategies and depreciation techniques, 
manipulation of other income and expense items, change in value of money, 
overestimation of revenues by recording fictitious sales revenue, manipulation of 
receivables write off and manipulation of accruals. 

For the motives (which range from tax, managerial compensation, capital 
market pressure, share prices, insider dealing, to meeting contractual obliga-
tions) of responding positively to the creative accounting stimulants see the 
works of ([15] [22] [31]-[40]). While for way and means of mitigating innovative 
adverse accounting, in [41]. 

From the above, it is clear that creative accounting is an exercise that the 
management deliberately uses to prepare and report the company profits to re-
flect the wishes and interest of the company rather than to reflect the company’s 
real economic or financial performance. Also, it entails the deployment of ac-
counting tools or taking advantage of loopholes to manipulate public financial 
reports to meet citizens’ expectation. 

2.4. Theoretical Premise and Hypothesis Development 

[42] noted that there is no universally or unanimously accepted theory for 
studying creative accounting which is because of the varying positive values and 
negative values of creative accounting. Hence, this study reviews relevant ap-
proaches often used in the discussion of creative accounting and takes position. 
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2.4.1. Agency Theory 
Agency theory is a contractual relationship between two or more parties where 
one (who is the principal) engages another person to perform a service on their 
behalf which involves delegating decision making authority to the person en-
gaged herein referred to as the agent. This theory assumes that both the princi-
pal and the agent are utility maximisers with different interest, and that arising 
from information asymmetry, the agent will not always act in the best interests 
of the principal. The principal can limit the divergence of interest by establishing 
appropriate incentives for the agent and by incurring costs termed agency costs. 
The premise of the theory by [43] finds applicability in the public domain. It is 
because those who manage public resources are supposedly doing so in the in-
terest of the citizens who are their principal. 

2.4.2. Information Theory 
Information perspective is as an essential aspect underpinning the study of crea-
tive accounting practices. [44] argued that information asymmetry has the po-
tential to explain the numerous encouragements captured on the financial mar-
ket to manipulate accounting number and further to assess the consequence of 
such behaviour. The study also noted that information asymmetry is an integral 
part of economic theory. Directors may choose to exploit their privileged posi-
tion for private gains by managing financial reporting disclosure in their favour. 
The information perception assumes that accounting disclosures have informa-
tion content that possesses value to stakeholders in providing useful signals. It 
may be difficult or impossible for distinct stakeholders to distinguish the fact 
and the effect of accounting manipulation, because of insufficient personal skill, 
indifference or an unwillingness to engage in detailed analysis. Therefore, these 
two theoretical espousals guided the investigation. 

2.5. Prior Works 

[4] investigated whether companies use innovative accounting techniques to 
meet the analysts’ projections and exceed the previous year’s earnings and 
whether the market rewards or disciplines such as manipulations. The study 
shows that all the corporations that have managed to beat the targets have used 
creative accounting methods to increase earnings artificially and have been re-
warded by the market for doing so. In contrast, companies that have managed 
revenues to shrink them, so that they barely meet the set goals, were not rewarded. 

[13] inquired on the importance of internal audit and internal control in an 
organisation. Based on the results of this research, it is easy to conclude that in-
ternal control influences operations on an everyday basis. Properly developed 
internal control can positively influence business operations, risk management, 
and decision making on all levels of the organisation. 

[29] examined India’s Enron, Satyam Computers Creative Accounting scandal 
and underlying reasons for the prevalence of frauds in the banking industry. He 
suggested the increasing rate of white-collar crimes demands stiff penalties, ex-
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emplary punishments, and effective enforcement of the law with the right spirit. 
[45] researched the effect of the internal audit and firm performance, and they 

concluded that the internal audit department is essential inside a firm where the 
internal audit is regarded as the vital element in the application of accounting 
systems and helps in evaluating the work of the department. This study reviews 
internal audit studies and found that only a few studies investigated the rela-
tionship between internal audit, firm performance and earning management. 
Last but not least, inconsistent to the value of the integration between account-
ing-based measure and market-based measure together to enhance the per-
formance of firms to provide a clearer picture to investors, future studies should 
look into how this integration should take place. 

On his part, [46] studied the impact of creative accounting techniques on the 
reliability of financial reporting from auditors and academics point of view. The 
study found out that innovative accounting techniques have positive and nega-
tive effects. This study only considers the adverse effects of creative accounting 
techniques on the reliability of financial reporting. The study concludes that the 
statutory auditor can play a useful role in reducing the impact of innovative ac-
counting techniques on security (reliability of financial reporting. The study 
found that active corporate governance principles control the practices of crea-
tive accounting by using independent non-executive directors. 

In an earlier study, [47] examined creative accounting as an auditor’s role in 
detecting financial fraud. They opined that an auditor should bear in mind the 
following points: Creative accounting practices may often be tantamount to 
misleading the users of financial statements, and auditors should always be alert 
to the possibility that they amount to actual fraud; Creative accounting practices 
that may indicate the presence of fraud are more worrying than accounting er-
rors; Auditors need to increase their vigilance in conducting audits, especially if 
the indicators of creativity raise suspicions that the purpose may be to fraudu-
lently manipulate the accounts; Detecting creative accounting practices is not an 
easy task, but auditors should not pass on their responsibilities to others. If the 
task of detecting creative accounting using standard audit procedures is too 
tricky, auditors should consider seeking other methods to identify such prac-
tices. The study observed that understanding the issue of creative accounting will 
help auditors to ensure a high quality of financial reporting and to maximise re-
turns to stakeholder.  

[48] surveyed the existence of a gap between accounting and auditing percep-
tions of creative accounting, and possible solutions to regulate such practices in 
Bangladesh. The study concludes that there is no reason to punish either audi-
tors or accountants for applying creative accounting. Management Accountants 
are only company personnel that follow management instructions. Meaning, if 
management requires that financial reports are to be prepared and presented in 
a certain way, internal accountants will predominantly be concerned about 
keeping their jobs and will follow the guidelines accordingly. Therefore, man-
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agement should be held criminally liable for the abuse of creative accounting. 
Similarly, [49] conducted a study on fraudulent financial reporting in Malay-

sia, focusing on the innovative accounting tactics engaged and the drives for 
such arrangements. The research outcomes exhibited that the most commonly 
used modus operandi of inspired accounting was the overestimation of revenues 
through recognition of fictitious revenues from product sales to bogus custom-
ers. One of the key recommendations of the research is that auditors should re-
view the effectiveness of their analytical and material processes since there is a 
significant number of cases of innovative or dishonest accounting that remain 
undetected by the audit process. 

[50] explored the influence of creative accounting on firm value in Nigeria, 
and the findings of the article revealed that it could positively affect firms’ value. 
Another study, which also focused on Nigeria, is by [51], using survey method, 
to investigate the practice of creative accounting, its nature, procedures, and 
prevention, concluded that one of the best ways to prevent the practice of earn-
ings management is to enforce both preventive as well as healthy enough puni-
tive measures on those that engage in the practice. Similarly, [52] undertook to 
investigate the opinions of experienced staff of commercial banks on creative 
accounting practices in Nigeria. Based on their study, they recommended that 
income smoothing should reflect as a severe crime and as such, accounting bod-
ies, law courts and other regulatory authorities need to adopt strict measures to 
stop the practice. 

Also, [53] undertook empirical analysis by conducting a study in some se-
lected private sector undertakings in Kolkota, Bhubaneswar and Cuttack. He 
used questionnaire and Likert scale method and concluded that window dressing 
practices are prevalent in the majority of corporations and external auditors en-
courage such practices for their interest. Furthermore, [54], in their empirical 
study, collected data through a structured questionnaire from the industrial sec-
tor of Pakistan. The study concluded that an enterprise is involved in frauds or 
scandals because of several factors like unethical behaviours, agency problem 
and non-professional attitude. 

The above-reviewed studies are focusing on different dimensions of creative 
accounting, particularly in the private sector. So far, no detailed research study 
has been undertaken to investigate the window dressing domain in the public 
sector in a developing nation like Nigeria and linked to the absence of formal fi-
nancial reporting within the public domain. This gap is what the study seeks to 
fill and contribute to the body of knowledge. Against this backdrop, the study 
hypothesises that: 

Ho1: Internal audit has no significant bearing on creative accounting practices 
in MDAs in the Nigerian public domain. 

3. Methodology 

The research design used was the survey type. Internal audit departments of 
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MDAs in Bayelsa State constitute the population of the study. The paper used a 
stratified probabilistic sampling technique in selecting respondents from the 
sample frame and responses obtained from 50 staffers out of 60 of the internal 
audit departments of MDAs in Bayelsa State (that is, ten out of the 60 question-
naire were not retrieved from the respondents, representing 16.6% of the total 
instruments administered). This study employed the primary mode of data col-
lection and the questionnaires pretested to ensure relevance. The questionnaire 
is designed to interrogate functions and impact of internal audit on creative ac-
counting practices in MDAs of the target population. And applied Cronbach 
Alpha reliability test to determine the internal consistency of the instrument and 
a reliability index of 0.73 on average obtained for the sections and is being 
within the range recommended by Cronbach as a reliable instrument. 

Model Specification: 
To test the hypotheses of the study and to examine the relationship between 

internal audit and creative accounting practices in organisations in Nigeria, the 
highlight of the functional relationship (model) is: 

( )Internal Audit and Challenges of Internal auditCAP f=        (1) 

Econometrically, the above functional relationship is as expressed: 

1it it it itCAP IAUDα β ε= + +                     (2) 

The variables of the above model are defined as follows: 
CAPit = Creative Accounting Practices in time/year t, 
IAUDit = Bearing of Internal Audit in time/year t, 
εit = Error term, 
αit = Constant/intercept. 
The article used SPSS version 26 in analysing the data obtained via the ques-

tionnaire. The measures used to describe the data set are measures of central 
tendency and measures of variability or dispersion. Measures of central tendency 
included the meanwhile a measure of variability consists of the standard devia-
tion (or variance); the minimum and maximum variables and data presented in 
forms of tables. Inferential statistics used was Pearson Correlation and Analysis 
of Variance (ANOVA) to test the hypothesis to determine the nature and 
strength of the nexus between internal audit and creative accounting practices in 
MDAs in Nigeria. 

4. Results and Discussion of Findings 

Table 1 highlights questions on challenges faced by internal auditors in opti-
mally practicing internal audit in MDAs and the State’s internal audit unit. 

Table 1 presents the questions on what are the challenges affecting internal 
audit in an organisation. The result showed that all the eleven (11) items on in-
ternal audit scored above 2.50 cut-off point of the mean and it suggests that the 
eleven (11) questions are good indicators in assessing the challenges affecting 
internal audit. On the overall, the grand mean of 3.2618, which is above the 
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cut-off point of mean is an indication that the organisation considers the chal-
lenges affecting internal audit as significant or accurate. 

Table 2 presents how Internal Audit can be used to curb Creative Accounting 
among employees of the MDAs. The result showed that all eleven (11) items on 
Internal Audit scored above 2.50 cut-off point of the mean and this implies that 
the eleven (11) perceptions are good indicators in assessing how Internal Audit 
can curb Creative Accounting. The grand mean of 4.1855, which is above the  

 
Table 1. Descriptive statistics showing responses on challenges affecting internal audit. 

 N Min Max Mean Std. Deviation 

Lack of independence 50 1.00 5.00 4.1200 1.08119 

Lack of confidentiality 50 1.00 5.00 2.9600 1.19455 

Self-interest threats 50 1.00 5.00 3.1600 1.16689 

Familiarity threats 50 2.00 5.00 3.7200 0.78350 

Intimidation threats 50 1.00 5.00 3.3600 1.17387 

Advocacy threats 50 1.00 5.00 3.3200 0.97813 

Conflict of interest between workers 50 1.00 5.00 2.9200 0.98644 

Ignorance or disregard of relevant legislation, rules, regulation 50 1.00 5.00 2.7200 1.16128 

Lack of internal controls 50 2.00 5.00 3.4000 1.17803 

False and misleading entries in account or records 50 1.00 5.00 3.2400 1.15281 

lack of technical expertise amongst regulatory agencies to quickly detect and isolate 
incidence cases 

50 1.00 5.00 2.9600 1.19455 

Valid N (listwise) 50     

GRAND MEAN/STD.DEV    3.2618 1.09557 

Field survey 2019. 
 
Table 2. Descriptive statistics showing responses on how internal audit can curb creative accounting practices. 

 N Min Max Mean Std. Deviation 

The independence of the auditor 50 1.00 5.00 4.4800 0.95276 

The internal auditor has been free from all forms of threats that will lead to audit risk 50 1.00 5.00 4.4000 0.98974 

The internal auditor paying much attention to high-risk areas 50 2.00 5.00 4.4000 0.75593 

The internal auditor exercising due care in performing his work 50 2.00 8.00 4.8400 1.68256 

Monitoring of the daily activities of the workers 50 1.00 5.00 3.3200 1.09619 

The integrity of the internal auditor 50 1.00 5.00 4.3200 0.93547 

Adhering to the code of confidentiality 50 2.00 5.00 3.7600 1.07968 

Constructive working relationship with mutual understanding 50 1.00 5.00 3.6400 1.02539 

Development and maintenance of Internal Audit standards 50 2.00 5.00 4.2400 0.87037 

Diligence of an internal auditor 50 3.00 5.00 4.2000 0.69985 

Professional proficiency 50 3.00 5.00 4.4400 0.64397 

GRAND MEAN/STD.DEV    4.1855 0.97563 

Field survey 2019. 
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cutoff point of the average shows that there is a connection between employees 
of Bayelsa state Internal Audit considers Internal Audit (techniques) and crea-
tive accounting. This implies that internal audit has a strong effect on reducing 
or curbing negative creative accounting practices in MDAs in Nigeria. 

There is indeed a strong positive relationship between internal audit and crea-
tive accounting with the correlation coefficient, r = 0.936 and p = 1.00. Since r < 
1.00, this implies that there is a significant relationship between internal audit 
and creative accounting. Meaning that inspired accounting practice is signifi-
cantly affected by internal audit function in MDAs in the public service domain. 

Presented in Table 3 is the relationship between internal audit and creative 
accounting practices in Ministries, Departments and Agencies. The results 
showed that there is a strong positive relationship between internal audit and 
creative accounting with the correlation coefficient, r = 0.936 and p = 1.00. Since 
r < 1.00, which means that there is a significant relationship between internal 
audit and creative accounting. 

Tables 4(a)-(c) show the regression results for internal audit and creative ac-
counting. The R-Squared is 0.876, suggesting that the independent variable ex-
plains about 87.6% of the systematic variations in the dependent variable for 

 
Table 3. Relationship between internal audit and creative accounting. 

 Creative Account Internal Audit 

Pearson Correlation 
Creative Accounting 1.000 0.936 

Internal Audit 0.936 1.000 

Sig. (1-tailed) 
Creative Accounting . 0.000 

Internal Audit 0.000 . 

N 
Creative Accounting 50 50 

Internal Audit 50 50 

**Correlation significant at 1.0 (1 tailed). 
 
Table 4. (a) Model summarya; (b) ANOVAb; (c) Coefficientsc. 

(a) 

Model R R Square 
Adjusted R 

Square 
The standard error 

of the estimate 

Change Statistics 

R Square 
Change 

F Change df1 df2 
Sig. F 

Change 

1 0.936a 0.876 0.873 3.34888 0.876 338.624 1 48 0.000 

aPredictors: (Constant), Internal Audit. 

(b) 

Model Sum of Squares Df Mean Square F Sig. 

1 

Regression 3797.679 1 3797.679 338.624 0.000b 

Residual 538.321 48 11.215   

Total 4336.000 49    

bDependent Variable: Creative Accounting; Predictors: (Constant), Internal Audit. 
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(c) 

Model 
Unstandardized Coefficients 

Standardized 
Coefficients T Sig. 

95.0% Confidence Interval for B 

B Std. Error Beta Lower Bound Upper Bound 

1 
(Constant) −13.407 2.491  −5.382 0.000 −18.417 −8.398 

Internal Audit 0.978 0.053 0.936 18.402 0.000 0.871 1.084 

cDependent Variable: Creative Accounting. 
 

the sampled MDAs. The f-ratio is 338.624, indicating that internal audit signifi-
cantly affects creative accounting practices in the public service domain. 

5. Conclusions and Recommendations 

From the result of the data analysed and the results of the tests, it thus inferred 
that the internal audit function affects the level of creative accounting practices 
in MDAs. This observation mirrors similar conclusions on the centrality of in-
ternal audit as financial quality assurance and control mechanism, as well as be-
ing a major plank of the internal control framework. The implication of this is 
not far-fetched, as evidence shows that all MDAs have internal audit depart-
ments that vet all financial transactions in the public domain. By implication, no 
operation is concluded without audit input, thus signifying that an efficient in-
ternal audit unit would undoubtedly act as the first line of deterrence against fi-
nancial misconduct. 

The study recommends the provision of an enabling environment for the op-
timal functioning of the internal audit unit in all MDAs (that is, audit inde-
pendence and confidentiality; free from threats such as self-interest, familiarity, 
intimidation and advocacy that will lead to audit risk; strong internal control 
system, and utmost cooperation between the agents and other stakeholders of 
the organisations) and the appropriate imposition sanctions on staffers of MDAs 
that compromise the common good for private interest as stewards of public re-
sources. Also, a stronger regulatory regime with effective enforcement mecha-
nisms for ensuring compliance with accounting and auditing standards should 
institutionalise in all MDAs in Nigeria to curb the menace of false and fictitious 
financial reports presented in any instance. Finally, there should be regular 
training of audit staff to apprehend current developments in accounting prac-
tice, as well as ensure the employment of qualified audit staff with the requisite 
skills and appropriate remuneration. 

Due to the limitations faced by the researchers in carrying out this study, it is 
suggested that an indebt investigation should be carried out on this same topic 
(internal audit and creative accounting practices) in other parts of the country 
and also further research should be carried out on the dynamics of internal audit 
in curbing creative accounting practices. 
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