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Abstract
Internal risk control systems are critical to the bank-
ing industry, since most of their business activities are 
prone to several risks. However, the internal risk con-
trol systems of most banks have not been customised 
to suit their business activities to mitigate the risks as-
sociated with their business operations. Given this, this 
study used the five COSO internal control components 
to assess the impact of custom-made internal risk con-
trol systems on bank performance, which was intended 
to provide comprehensive knowledge. The 10-year study 
from 2012-2021 is made up of 20 commercial banks, 10 
savings and loans, 10 microfinance companies and 10 
rural and community banks. Data was collected by 
means of a close-ended questionnaire designed on 
a five-point Likert scale, where ‘strongly agree’ and 
‘agree’ were scored (1), whereas ‘neither agree nor dis-
agree’, ‘disagree’ and ‘strongly disagree’ were scored (0). 
The secondary data was obtained from the audited an-
nual reports of the banks using the Orbis database. The 
study used return on assets (ROA) as the performance 
indicator, and employed a custom-made control envi-
ronment, risk assessment, control activities, monitoring, 
net interest margin, and custom-made information and 
communication as the independent variables. The study 
used descriptive statistics, correlation matrix, tolerance 
value, variation inflation factor, Cronbach’s alpha, OLS, 
FE and system GMM in its analysis. The study found 
that the custom-made control environment, risk assess-
ment, control activities, monitoring, net interest margin, 
and custom-made information and communication 
positively impact the return on assets, i.e. profitability. 
The study provided knowledge on the impact of cus-
tom-made internal risk control systems on bank perfor-
mance. The study suggests that banks should identify 
and capitalise on the best mix of internal controls that 
suit their business environments and objectives. The 
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imminent research can broaden the scope of the study 
by including (ROE), (NIM), or (CTI) as performance in-
dicators in other organisations and economies.
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Introduction
Internal controls are critical to all business-
es, especially the banking industry, whose 
business environment is exposed to sever-
al risks (Cucinelli, 2017; Temile et al., 2019; 
Hanon et al., 2021). In essence, banks have 
an enormous impact on the economic 
growth and financial stability of a coun-
try (Salameh, 2019; Ayagre et al., 2014). 
Accepting that internal controls are essen-
tial elements impacting the financial per-
formance of companies, empirical evidence 
of contingency theory characteristics of 
internal control structures inside an organ-
isational environment is essentially non-ex-
istent (Al-Matari et al., 2012; Kinyua, 2016; 
Kinney, 2000; Jokipin, 2006). The issue is 
unknown to previous and current research-
ers (Jokipin, 2010; Pham, 2021; Spira and 
Page, 2003; Shabri et al., 2016). Two related 
firms can adopt a single internal control 
system standard. However, the implemen-
tation may differ because of the significant 
differences in objectives and problem-solv-
ing strategies (Cadez and Guilding, 2008; 
COSO, 2017; Woods, 2009). 

According to contingency theory, there 
is no perfect way to manage and solve insti-
tutional problems; instead, the best course 
of action depends on internal and external 
circumstances (Cowgill, 2000; Wang and 
Hooper, 2017; Annukka, 2010). Nevertheless, 
since the requirements of internal controls 
change depending on the features of an or-
ganisation, and these features include firm 
size, culture, objectives, and operational 
environment, organisations may require 
custom-made approaches to address and 

manage a condition in an establishment 
(Jokipin, 2010; Gerdin, 2005; Mwichigi and 
Atheru, 2019; Lakis and Girinjnas, 2012). 

The term ‘custom-made internal risk 
control systems’ refers to internal control 
systems specifically designed to integrate 
a company’s objectives, the operational 
environment, and the sociocultural mi-
lieu (Kinyua, 2016). Customisations enable 
businesses to develop processes or pro-
cedures suitable to their goals; these en-
able staff to work more efficiently, leading 
to improved financial performance (Bure, 
2019; Fisher, 1995; Hu et al., 2021). However, 
there are conflicting views and an overall 
lack of research regarding the impact of 
custom-made internal risk control systems 
in a highly dynamic environment where 
subject knowledge is rapidly and continu-
ously evolving. As an illustration, the bank-
ing sector in Ghana is a prime example of 
this changing environment, where subject 
knowledge is advancing quickly. As a result, 
this research aims to identify the impact of 
custom-made internal risk control systems 
on bank performance in these highly dy-
namic environments. 

Many empirical studies have extensive-
ly assessed the relationship between inter-
nal control systems and bank performance 
in the past (Aksoy and Mohammed, 2020; 
Kumari and Weerasooriya, 2019; Hanoon 
et al., 2021; Ironkwe and Promise, 2015; 
Asiligwa and Rennox, 2017). Ejoh and Ejom 
(2014) examined the impact of internal 
control systems on financial performance 
in higher education in Nigeria. Broadly 
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speaking, these studies thoroughly exam-
ined the theoretical framework of the sub-
ject using the COSO (1992) components 
of internal control, namely the control en-
vironment, control activities, monitoring, 
information and communication and risk 
assessment. However, these authors were 
unsuccessful in considering the contingen-
cy theory line of internal control structure, 
bearing in mind that contingency theo-
ry provides a novel technique by means of 
which to examine and build internal control 
systems in organisations (Jokipin, 2010). 

From the above, it is evident that these 
studies only established the relationship 
between internal control systems and the 
financial performance of banks, paying less 
attention to the current substance. How 
financial institutions build their internal 
control systems and what elements charac-
terise their present internal risk control de-
signing approach is unknown, particularly 
in developing countries (Shabri et al., 2016). 
For that reason, most financial institutions 
undervalue custom-made internal risk con-
trol systems (Al-Matari et al., 2012; Jokipin, 
2010). The objective of the study is to estab-
lish the relationship between custom-made 
internal risk control systems and bank per-
formance, as the researcher has observed 
that banks in Ghana have less interest in 
developing their local methods of internal 
risk control systems. Foreign models are 
usually adopted; however, these are often 
not the best because work style and culture 
are primarily different, thus affecting their 
financial performance, and leaving a sub-
stantial study gap and a need to solve the is-
sue in Ghana. On the other hand, Ghana is 
presently seeing new technological develop-
ments in its banking operations, where the 
telecommunications and banking industries 
have teamed up to extend financial services 
to customers via mobile wallets; this demon-
strates resilience in the financial services 
space in Ghana (Alnaa et al., 2016; Owusu-
Antwi, 2009; Mullineux and Murinde, 2014; 

Napier, 2011). As a result, there is a need for 
this study to add to the body of knowledge 
and provide the necessary information on 
the need to develop internal control systems 
utilising the contingency theory method. 

1. Literature review
According to corporate theory researchers, 
determining the optimal organisational 
structure for all organisations is attainable 
(Taylor, 1911). Nevertheless, the organisa-
tional structure has changed significantly 
(Lopes et al., 2019). According to Donaldson 
(2001), Taylor’s earlier theories have failed 
since the governance styles and unexpected 
external circumstances of organisations in-
fluence structure (Elsayed and Elshandidy, 
2021). As a result, there is no ideal method 
by which leaders or organisations should 
operate (Akeem and Fadipe, 2014). Business 
effectiveness is determined by its adaptabil-
ity to structure and organisational factors 
such as the environment, strategy, technol-
ogy, scale, and corporate culture (Kipyego 
and Naibei, 2017). Contingency theory re-
fers to the ideas that explain the adaptabil-
ity of organisational structure to situational 
circumstances. Many authors are concerned 
with contingency theory and present it in 
various ways. Management or optimised 
corporate organisation is under pressure 
from internal and external factors (Chenhall, 
2003; Jalil, 2018). The best way to organise 
depends on the organisational environment 
of company activities (Chenhall, 2007). The 
effectiveness of the solutions relies on the 
conditions of the solutions implemented at 
the company (Shabri et al., 2016). The pri-
mary research themes in contingency, the 
scenario, and organisational structure must 
be compatible in order to operate appropri-
ately in a firm (Jokipii, 2010; Drazin, 1985). 

Organisations need suitable internal con-
trol frameworks to guarantee  performance 
(Jokipii, 2010). The accessibility of infor-
mation and compliance with all applicable 
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regulatory requirements are the central val-
ues of internal control systems in an organ-
isation (COSO, 1992). However, the ability 
to conduct business activities under a set 
of internal controls is one of the main ad-
vantages of applying the COSO framework 
(Agbenyo et al., 2018). The primary purpose 
of the COSO framework is to guarantee 
a standardised operational process, report-
ing, and adherence; these three separate 
areas make up the COSO blueprint values. 
Internal controls increase efficiency and 
lower risks once organisations adopt the 
five COSO components: the control envi-
ronment, risk assessment, control activities, 
monitoring, and information and commu-
nication (Jovetic et al., 2018; COSO, 2013). 
Nevertheless, this is contingent on how 
they have been designed and implement-
ed (Wang and Hooper, 2017). According 
to contingency theory, there is no ideal way 
to manage and solve institutional problems; 
instead, internal and external circumstanc-
es determine the appropriate course of ac-
tion (Ayagre et al., 2014; Cowgill, 2000). As 
a result, this proposition argues that compa-
nies require tailored approaches to control 
and manage a problem in an organisation 
(Jokipin, 2010; Gerdin, 2005). The theoret-
ical relationship between internal control 
structure and the effectiveness thereof is 
founded in the COSO (1992) framework, 
which argues that five fully functioning 
internal control components can result in 
successful organisational internal control 
systems (Akeem and Fadipe, 2014). The 
framework suggests inequalities in internal 
control effectiveness among organisations, 
but does not detail why these differenc-
es occur (Khamis, 2013; Jokipii, 2010). As 
a result, contingency theory provides a rel-
evant study strategy by suggesting that ef-
fectively customising an internal control 
system to the characteristics of a business 
will result in efficiency (Jokipii, 2010; Fisher, 
1995). Donaldson (2001) approaches contin-
gency theory early in organisational theory, 

establishing the three fundamental aspects 
of the research model used in internal con-
trols: (1) there is a relationship between con-
tingency theory and internal control struc-
ture; (2) contingency theory defines internal 
control structure; and (3) the level of the in-
ternal control structure fits each level of con-
tingency theory. The author asserted that 
the internal control framework is compara-
ble to contingency theory. The COSO (1992) 
framework confirms that the requirements 
of internal controls change depending on 
the features of an organisation. These fea-
tures include firm size, culture, governance 
philosophy, objectives, and operational 
environment (Lakis and Girinjnas, 2012). 
This assertion in the COSO (1992) internal 
control framework is similar to contingen-
cy theory, emphasising that an organisation 
can select the most appropriate control sys-
tems when considering contingency theory 
characteristics (Chenhall, 2003). The COSO 
(1992) integrated framework maintained 
that two related firms could have one inter-
nal control system standard; however, its 
implementation may vary. These companies 
may have substantially different goals and 
approaches to solving problems. 

The requirement for and the essentials 
of internal control systems may vary from 
organisation to organisation (Jokipii, 2010). 
The contingency theory is of the view that 
there is no perfect way of managing and 
solving institutional problems; instead, the 
optimal course of action is contingent or 
dependent upon the internal and external 
situation (Kinyua, 2016). This assertion sug-
gests that organisations need custom-made 
methods of approach and controls to ad-
dress and manage a condition (Mawanda, 
2008). The view of the COSO internal con-
trol framework (1992) is similar to the argu-
ment of contingency theory, which suggests 
that institutions should think through con-
tingency characteristics to select the most 
appropriate internal control systems for the 
organisation (Fisher, 1995; Chapman, 1997). 
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However, the essential elements of contin-
gency theory have not been adopted as the 
cornerstone for efficient internal control 
systems; hence this study.

A framework of custom-made internal 
risk controls is a vital component of cor-
porate management and the basis for com-
panies to operate safely and firmly, as inef-
fective organisational controls contribute 
to weak systems, resulting in losses (Cheng 
et al., 2019). The recent occurrence of busi-
ness scandals and accounting frauds is usu-
ally due to a breakdown of internal manage-
ment systems (Kumbirai and Webb, 2010; 
Kinyua et al., 2015; Njiru and Bunyasi, 2016). 
According to Chapman (1997), internal con-
trols are ongoing processes and are subject 
to changes and alteration; based on this as-
sertion, organisations need to adopt inter-
nal control systems which are suitable and 
essential to their business activity for easy 
modification to build confidence (Tadesse 
and Murthy, 2021). Kinyua (2016) acknowl-
edged that internal controls should be de-
signed to fit seamlessly into a company’s so-
ciocultural setting to increase the efficiency 
of an organisation’s internal control systems. 
Shabri et al. (2016) asserted that having 
secure internal control systems provides 
reasonable assurance of improving busi-
ness performance, preventing management 
from encountering abuse of processes and 
achieving objectives. A company’s values 
and goals must be considered when design-
ing institutional internal control systems, as 
this provides some strategic advantages and 
economic benefits to the organisation (Fan 
et al., 2017: Kinyua, 2016; Salim and Yadav, 
2012). Internal control customisation allows 
organisations to develop processes or proce-
dures tailored to their objectives; these assist 
employees in working effectively, enhancing 
financial performance (Jokipii, 2010). In the 
face of globalisation, business practices are 
persistently changing; therefore, it is essen-
tial to adapt internal control systems that fit 
into the organisation’s working conditions 

to maintain its business culture and identi-
ty (Phornlaphatrachakorn and Kalasindhu, 
2020). Custom-made internal controls can 
improve efficiency, achieve profitability, 
and ensure adherence to regulations, al-
lowing management to evaluate the suffi-
cient functioning of systems in an organ-
isation; this would ensure that business 
assets are secured, management policies are 
followed, and the risk of fraud or mistakes 
is minimised (Bure, 2019). The absence of 
custom-made internal control systems may 
negatively affect financial performance 
(Asiligwa and Rennox, 2017). 

The control environment component es-
tablishes an organisation’s culture and work 
(Jovetic et al., 2018). This component relates 
to establishing an environment where in-
dividuals perform their activities and car-
ry out their control duties (Pham, 2021). It 
sets the company’s overarching control 
culture (Aksoy and Mohammed, 2020). An 
organisation’s history and culture impact 
the control environment, and it has a con-
siderable impact on organisational struc-
ture (Kinyua, 2016; Pany and Whittington, 
2001). According to COSO (1992), the con-
trol environment sets the tone by creating 
internal control awareness among employ-
ees. Khamis (2013) found a significant pos-
itive relationship between the control envi-
ronment and bank performance. Mawanda 
(2008) found a positive relationship between 
the control environment and the financial 
performance of institutions of higher learn-
ing in Uganda. Thi and Tran (2018) exam-
ined the effect of internal control on asset 
misappropriation in Vietnam. The study 
used the control environment to explore 
the impact of internal controls on asset mis-
appropriation, revealing that the control 
environment presented the most substan-
tial impact. Kinyua et al. (2015) examined 
the effect of the control environment on 
the financial performance of listed firms 
in Nairobi. The study showed a significant 
positive relationship between the control 
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environment and financial performance. 
A study by Mawanda (2008) asserted that 
institutions with a proper control environ-
ment could significantly improve their fi-
nancial performance.

The risk assessment component refers 
to the methods for dealing with risks that 
threaten the firm’s objectives (Isadora et 
al., 2022). It entails identifying, analysing, 
and evaluating relevant risks (Kumari and 
Weerasooriya, 2019). In 2004, COSO created 
enterprise risk management (ERM) to ad-
dress risk management problems. Setting 
up risk procedures in an organisation, risk 
response and identification are all part of 
this framework (Rittenberg and Schwieger, 
2001). COSO (2013) emphasised the impor-
tance of goal formulation in an organisation 
and related it to risk assessment as a precon-
dition. Risk assessment entails watching and 
identifying relevant organisational risks that 
may prevent it from accomplishing its goals 
(Attefah and Darko, 2016). Risk assessment 
safeguards a company’s internal processes, 
giving reasonable confidence that the com-
pany’s specified objectives will be achieved. 
Ewa and Udoayang (2012) conducted a study 
to establish the impact of internal control 
design on the ability of banks to investi-
gate staff lifestyles and fraud detection in 
Nigeria. The objective of the study was 
to examine how risk assessment can help 
to prevent fraud. The study found that weak 
risk assessment on control systems exposes 
employees to fraud. Thi and Tran (2018) re-
searched the effect of internal control on as-
set misappropriation in Vietnam. The study 
employed risk assessment to examine the 
impact of asset misappropriation. The re-
search revealed that risk assessment did not 
affect bank performance. Otoo et al. (2021) 
examined the impact of internal control sys-
tems on the performance of Ghanaian uni-
versal banks. The study employed a quanti-
tative research method. A questionnaire was 
used to collect data from 160 respondents in 
20 Ghanaian universal banks. Regression 

analysis was used as an analytical tool. The 
study discovered that among the five COSO 
internal control frameworks, risk assess-
ment significantly impacted the institution’s 
financial performance.

The control activities component re-
fers to rules, procedures, and practices 
that ensure objectives are met and suc-
cessful risk mitigation methods are imple-
mented (Aksoy and Mohammed, 2020). 
Authorisation and approval processes, sep-
aration of duties, resource and proceeding 
access controls, reconciliations, verifica-
tions, assessing work performance, and 
reviewing activities and operations are 
all control activities (Aikins, 2011; COSO, 
2013). According to Whittington and Pany 
(2001), control activities are one of the in-
tegrated internal control components of 
COSO that improve the internal control 
efficiency of an organisation. Control ac-
tivities are processes and regulations which 
guarantee that management instructions 
are followed across the company. Ejoh and 
Ejom (2014) examined the relationship 
between control activities and the finan-
cial performance of tertiary institutions in 
Nigeria. The study showed no significant 
relationship between control activities and 
financial performance. 

The monitoring component refers to the 
determination of control quality (Asiligwa 
and Rennox, 2017). It includes continuous 
and periodic reviews of the external super-
vision of internal controls by management 
or other parties not involved in the process. 
These five components define the internal 
control structure in this study. Monitoring 
is routinely managing and supervising 
company activity for complaints and 
views. Internal audits are done regularly at 
a company as part of monitoring operations 
(Bowrin, 2004; Simmons, 1991). Internal 
auditing guarantees that organisational ac-
tivity designs generate value and improve 
processes and performance (Thi and Tran, 
2018). Monitoring supports a company in 
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achieving its goals by systematically assess-
ing and increasing risk management con-
trol. Gupta (2001) asserted that monitoring 
is a function of internal auditors and estab-
lished that their independence should not be 
compromised. Koutoupis and Pappa (2018) 
studied Greece’s corporate governance and 
internal controls. The study evaluated the 
existing corporate governance structure 
and its connection with the monitoring 
function of the internal audit of the 25 most 
significant and most liquid companies on 
the Athens stock exchange in 2016, reveal-
ing that, of the five COSO internal control 
frameworks, monitoring most significant-
ly impacted the financial performance of 
the institutions. The authors asserted that 
monitoring is a function of internal audit-
ing and of internal controls; therefore, there 
is a need for the board of directors to make 
sure their internal audit functions are cor-
rectly established to ensure adequate mon-
itoring and compliance. Otoo et al. (2021) 
examined the impact of internal control 
systems on the performance of universal 
banks in Ghana. The study used a quanti-
tative research technique by means of which 
questionnaires were utilised to collect 
data from 160 respondents at 20 universal 
banks in Ghana. Regression analysis was 
employed as an analytical technique. The 
study found that monitoring impacts finan-
cial performance.

The information and communication 
component ensures that pertinent informa-
tion is discovered, recorded, and delivered 
in a manner and period that allows peo-
ple to carry out their tasks and obligations 
successfully (Shu et al., 2018). According 
to Aldridge and Colbert (1994), internal 
control demands that all relevant informa-
tion be recognised, collected, and dissem-
inated in a format and period that allows 
employees to carry out their financial re-
porting obligations (Koutoupis and Pappa, 
2018). Effective communication should take 
place on a broad scale, with information 

flowing down, across, and up through all 
levels of the business (Magu and Kibati, 
2016). Considering its significance in influ-
encing internal working relationships at all 
levels, recent research on internal frame-
works has raised concerns about informa-
tion and communication as one of COSO’s 
most important internal control compo-
nents (Amudo and Inanga 2009). A study by 
Ayagre et al. (2014) used monitoring to eval-
uate the effectiveness of the internal control 
systems of banks in Ghana, confirming that 
monitoring activities significantly impact 
the financial performance of banks. A study 
by Agbenyo et al. (2018) was conducted on 
the assessment of government internal con-
trol systems on the quality of financial re-
porting in Ghana. The study used the five 
COSO internal control components to ex-
amine the quality of financial reporting on 
government internal control systems. The 
study concluded that information and com-
munication significantly impact the qual-
ity of financial reporting, especially when 
all parties adhere to the objectives. Abiola 
and Oyewole (2013) studied the impact of 
information communication on internal 
controls in Nigeria. According to the author, 
institutions need information communica-
tion and technology tools and techniques 
to produce quality, accurate, reliable and 
timely financial reports. The researchers 
added that information and communica-
tion impact internal controls and financial 
performance. The use of information com-
munication and technology promoted the 
bank’s customer services role. The study 
concluded that information communication 
and technology enhanced the efficiency and 
effectiveness of internal control systems and 
financial performance in the organisation. 
Asiligwa and Rennox (2017) asserted that 
information systems generate reports on 
financial, non-financial, operational, and 
compliance-related facts, making it encour-
aging to run and control operations in an 
organisation. 
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Earlier studies generated inconsistent 
results regarding the relationship between 
internal control systems and bank per-
formance. Most of these studies were case 
study-based, focusing on individual insti-
tutions or companies that display certain 
traits or material weaknesses in their in-
ternal control systems. These studies were 
limited to private banks, thus placing ca-
veats around their generalisation to other 
financial institutions. Nevertheless, some 
studies found that internal control sys-
tems have a positive relationship with bank 
performance; therefore, non-compliance 
with these processes can hinder an organ-
isation in terms of achieving its objectives, 
while others established a negative rela-
tionship. Kinyua et al. (2015) and Thi and 
Tran (2018) examined the impact of the 
control environment on bank performance, 
concluding that the control environment 
indeed impacted bank performance. Ewa 
and Udoayang (2012) and Otoo et al. (2021) 
also established that risk assessment has 
an impact and can help to prevent fraud in 
an organisation. Furthermore, Koutoupis 
and Pappa (2018) and Otoo et al. (2021) 
confirmed that monitoring impacts bank 
performance. On information and com-
munication, Ayagre et al., (2014), Agbenyo 
et al., (2018). Abiola (2013) and Asiligwa 
and Rennox (2017) examined the impact of 
information and communication on finan-
cial performance. The study concluded that 
information and communication signifi-
cantly impact financial performance and 
reporting quality.

Although the abovementioned studies 
examined the relationship between inter-
nal controls and bank performance using 
the five COSO internal control compo-
nents, they only considered the control en-
vironment, monitoring, information and 
communication, control activities, and risk 
assessment. Consequently, these studies 
largely disregarded the contingency the-
ory approach, an essential component of 

internal controls. Nevertheless, internal 
controls must be developed based on organ-
isational values, backgrounds and norms, 
enabling management to monitor and as-
sess employees efficiently; this research 
statement is lacking in previous studies 
(Aksoy and Mohammed, 2020; Kumari and 
Weerasooriya, 2019). Al-Matari et al. (2012) 
disclosed a significant lack of research re-
garding custom-made internal control sys-
tems and bank performance in both devel-
oped and developing countries. As a result, 
the current study considered internal con-
trol systems in a broader context, evaluat-
ing how custom-made internal control sys-
tems impact the financial performance of 
the Ghanaian banking industry. Therefore, 
the objective is to bridge the present re-
search gap using the below hypotheses that 
a custom-made control environment, cus-
tom-made risk assessment, custom-made 
control activities, custom-made informa-
tion and communication, and custom-made 
monitoring have an impact on the financial 
performance of banks in Ghana.

The following hypotheses will be test-
ed based on the literature listed above and 
preceding internal control characteristics 
to meet the research objectives.:

H1: �A custom-made control environment 
has an impact on the financial perfor-
mance of banks in Ghana

H2: �Custom-made risk assessment impacts 
the financial performance of banks in 
Ghana

H3: �Custom-made control activities have 
an impact on the financial perfor-
mance of banks in Ghana

H4: �Custom-made information and com-
munication have an impact on the 
financial performance of banks in 
Ghana

H5: �Custom-made monitoring impacts 
the financial performance of banks in 
Ghana
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2. Methodology 
The study used a survey research design 
to provide direction and the research frame-
work to solve a particular phenomenon. 
This method was chosen because it allowed 
the researcher to collect data describing the 
conditions and problems that are pervasive 
at a point in time (Allwood, 2012). The study 
adopted a quantitative research approach 
as this method is logical, statistical, and 
unbiased. The purposive sampling tech-
nique was first used to select departments 
or groups suitable and relevant to the study 
(Kinyua et al., 2015). In all, 241 financial in-
stitutions comprised the potential sample; 
however, 95 institutions were sampled for 
the survey over a period of 10 years, from 
2012 to 2021. Data unavailability, research 
interval, proximity, and bank type deter-
mined the sample size for the study (Holton 
and Burnett, 2005). The study selected eight 
key management and senior managers from 
each institution who head and supervise 
several essential departments and functions 
such as finance, internal audit, risk, human 
resources, I.T., marketing and business de-
velopment, compliance, and banking oper-
ations. The above demographic is relevant 
because these individuals are the primary 
owners and caretakers of internal control 
systems, with substantial knowledge and 
abilities. 

A semi-structured questionnaire was ad-
ministered to management and senior man-
agers of the 95 financial institutions. The 
semi-structured format was chosen to ex-
amine respondents’ ideas, views, and under-
standings of the issue. Close-ended question-
naires were designed on a five-point Likert 
scale scaled as follows: 1=Strongly Agree, 
2=Agree, 3=Neither Agree Nor Disagree, 
4=Disagree, and 5=Strongly Disagree. The 
study measured the five-point Likert scale 
using the dummy pretence where 1=Strongly 
Agree and 2=Agree were scored (1), whereas 
3=Neither Agree Nor Disagree, 4=Disagree, 

and 5=Strongly Disagree were scored (0). 
The study used (ROA) as the performance 
metric. It employed independent variables 
such as a custom-made control environment, 
risk assessment, control activities, monitor-
ing, net interest margin, and custom-made 
information and communication. Secondary 
data was obtained from the banks’ audited 
annual reports through the Orbis database. 
The researcher conducted validity and re-
liability tests on measures adapted from lit-
erature and adhered to strict confidentiality 
with regard to the data collected (Asiligwa 
and Rennox, 2017; Agbenyo et al., 2018). 

The study applied varied analytical meth-
ods in its preface analysis; this included de-
scriptive statistics and normality tests such 
as skewness and kurtosis, a correlation ma-
trix, tolerance value, variation inflation fac-
tor, and Cronbach’s alpha coefficient. The 
study applied estimators such as fixed-ef-
fects regression and Ordinary Least Squares 
(OLS) regression. These varied analytical 
models were adopted from previous studies 
(Kinyua et al., 2015; Otoo et al., 2021). 

On the other hand, this study applied 
the two-step System General Method of 
Moments (GMM) model. Researchers such 
as Athanasoglou et al. (2006) and Banto 
and Monsia (2021) are just some of those 
who have made extensive use of the General 
Method of Moments (GMM) model as first 
proposed by Arellano and Bond (1991). Due 
to its capacity to adjust for endogeneity us-
ing readily accessible lagged values in the 
dependent variable and of the exogenous 
regressors’ lagged values in the form of in-
struments, scholars prefer the GMM meth-
od over panel regression (Al-Homaidi et 
al., 2020). Furthermore, compared to the 
conventional fixed or random effects panel 
regressions, the GMM technique manages 
unobserved heterogeneity and persistence of 
the dependent variable, leading to more re-
liable estimations of the regression parame-
ters (Arellano and Bover, 1995; Blundell and 
Bond, 1998).
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CCEi,t = �Custom-made control 
environment

CCAi,t = �Custom-made control 
activities

CCIi,t = �Custom-made information and 
communication

CMEi,t = Custom-made risk assessment
CRAi.t = Custom-made monitoring 
NIMi.t = Net interest margin		
	

Table 1. Description and measurement of variables

Variables Operationalisation Data Source Measurement

Return on Assets  
(ROA) (Dependent)

Net Income / total assets × 100 Orbis Data-
base

Net income / total 
assets

Custom-made Control 
Environment  
(CCE)  
(Independent)

1. Integrity and ethical values 
2. Organisational structure 
3. Management philosophy 
4. Assignment of authority
5. Human resource policy

Questionnaire Five-Point Likert 
Scale

Custom-made Info & 
Communication  
(CCI)
(Independent)

1. Information quality 
2. Effective communication 
3. Channel of communication 
4. Relevance of information and communication
5. Consistency of information

Questionnaire Five-Point Likert 
Scale

Custom-made Controls 
Activities  
(CCA)
(Independent)

1. Policy and procedure 
2. Perform outsourcing 
3. Review performance
4. Segregation of duty

Questionnaire Five-Point Likert 
Scale

Custom-made Risk 
Assessment  
(CRA)
(Independent)

1. Risk identification, 
2. Risk evaluation, 
3. Risk mitigation

Questionnaire Five-Point Likert 
Scale

Custom-made Monitoring  
(CMT)
(Independent)

1. Ongoing monitoring 
2. Separate evaluations 
3. Report deficiency 
4. Routine audit

Questionnaire Five-Point Likert 
Scale
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Variables Operationalisation Data Source Measurement

Net Interest Margin (NIM) 
(Control)

Interest income minus interest expenses Orbis Data-
base

Int. income - Int. 
paid / Av. assets

Source: Author’s own construction 

3. Research results
Due to the lack of data in the research inter-
val, the study sampled 95 financial institu-
tions out of 241. However, 50 institutions 
comprising 20 commercial banks, 10 sav-
ings and loans companies, 10 microfinance 
companies and 10 rural and community 
banks took part in the study. These 50 in-
stitutions answered the study question-
naires with 500 observations, thus yielding 
a percentage response rate of 54%. Delice 
(2010) stated that any response rate of more 
than 50% is suitable for observation; there-
fore, this response is deemed adequate. The 
study applied varied analytical methods in 
its preface analysis; this includes descriptive 
statistics, a correlation matrix, tolerance val-
ue (TV) and variation inflation factor (VIF), 

Cronbach’s alpha coefficient, FE, OLS and 
a two-step System GMM model.

Table 2 provides the summary of descrip-
tive statistics for the dependent and inde-
pendent variables of the study. The descrip-
tive statistics involve the means, standard 
deviations, minimum, maximum, skewness 
and kurtosis that examine and identify the 
basic positions of the study. The standard 
deviation determines the level of inconsis-
tency in the estimates employed, whiles the 
skewness and kurtosis examine the normal-
ity of the distribution. According to Hair et 
al. (2010), data is regarded as normal if the 
skewness and kurtosis are within a range 
of -2 to +2 and -7 to +7, respectively. The re-
sults listed in Table 2 show that the data is 
normally distributed as they both reported 
within range (Bryne, 2010).

Table 2. Descriptive statistics

Var Obs Mean Std. Dev. Min Max Skewness Kurtosis

ROA 500 23.69 9.429089 -20.42 59.640 2.496450 04207184

NIM 500 35686 4162979 -431.12 117.53 1.928772 6.530251

CCE 500 00738 0440163 0 1 -1.082501 2.171807

CCI 500 00738 0440163 0 1 -1.082501 2.171807

CME 500 00873 0444404 0 1 -1.036131 2.073567

CCA 500 00738 0440163 0 1 -1.082501 2.171807

CRA 500 00748 0450160 0 1 -.4609856 2.811563

Source: Stata computation, 2022

From Table 2, the study recorded a mean 
of 2.3% and a standard deviation of 9.4% 
for return on assets (ROA), which measures 
the returns the banks earn from their assets. 
This shows the money-making capabilities of 

banks, and makes it clear that the banks are 
competing for profitability. On average, each 
institution earns 2.3% on every single asset in-
vestment. The standard deviation also means 
that their profit-making capacities differ by 
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9.4%. The study variables considered in the 
custom-made control environment were in-
tegrity, ethical values, organisational struc-
ture, management philosophy and operating 
style, assignment of authority and responsi-
bility, and human resource policy and prac-
tices. The results showed that a custom-made 
control environment exists in the studied 
institutions, as 73% of the respondents dis-
closed that their control environment is tai-
lored to suit their operations. However, 25% 
were unsure, and 2% indicated that their 
control environment was inadequately tai-
lored. Per Table 2, the custom-made control 
environment recorded a mean of 0.7% and 
a standard deviation of 0.4%. The standard 
deviation of 0.4% shows variations in internal 
control processes among commercial banks. 

The study employed policy and pro-
cedure, performed outsourcing, and re-
viewed performance and segregation of 
duty to measure the custom-made control 
activities of the institutions. Table 2 shows 
that 73% of the respondents admitted that 
their control activities were tailored towards 
their operations, while 25% were uncer-
tain, and 2% pointed out that their control 
activities were not tailored to meet their 
operations. The study recorded a mean of 
0.7% and a standard deviation of 0.4% for 
custom-made control activities, signifying 
the variation in control activity procedures 
among the institutions. 

The study employed risk identification, 
evaluation, and mitigation to measure cus-
tom-made risk assessments. Table 2 shows 
that 74% of the respondents acknowledged 
that their internal risk assessment proce-
dures were customised. By contrast, 22% 
were unsure, and 4% admitted that their 
risk assessment procedures were ineffec-
tively designed for their operations. The 
custom-made risk assessment recorded 
a mean of 0.7% and a standard deviation of 
0.5%. The standard deviation of 0.5% shows 
the variation in risk assessment procedures 
among the institutions. 

The study employed information qual-
ity, effective communication, the channel 
of communication and relevance and the 
consistency of information to evaluate cus-
tom-made information and communication. 
Based on Table 2, the custom-made infor-
mation and communication showed that 
73% of the respondents stated that their in-
formation and communication procedures 
suit their internal communications. Then 
again, 21% were unclear, and 6% pointed out 
that their information and communication 
processes are poorly designed and tailored 
to suit their daily communication activities. 
The custom-made information and com-
munication recorded a mean and standard 
deviation of 0.7% and 4%, respectively. This 
implies that, on average, each institution has 
0.7% unique information and communica-
tion measures and differs from each other at 
a standard deviation of 4%.

As shown in Table 2, COSO principles 
such as ongoing monitoring, separate evalu-
ations, report deficiency, and routine audits 
were utilised to evaluate the custom-made 
monitoring variable. The results showed 
that 90% of the respondents admitted that 
their monitoring actions are tailored to-
wards their operations. However, 7% were 
uncertain, and 3% pointed out that their 
monitoring activities are imperfectly tai-
lored to suit their daily banking operations. 
The study recorded a mean of 0.9% and 
a standard deviation of 0.4%. The standard 
deviation shows the differences in cus-
tom-made monitoring measures among the 
institutions. From Table 2, the net interest 
margin recorded a mean of 3.6% and a stan-
dard deviation of 4.1%. This infers that, on 
average, each bank earns 3.6% as net income 
on every loan investment; the standard de-
viation shows the differences in income 
earnings at 4.1% among the institutions.

The coefficient alpha, commonly known 
as Cronbach’s alpha, was used to assess 
the data’s internal consistency and de-
pendability. Cronbach’s alpha is a method 
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for determining internal consistency. 
According to Gliem and Gliem (2003), a val-
ue of Cronbach’s alpha greater than 0.6 is 
regarded as a highly dependable and ac-
ceptable index (Nunnally and Bernstein, 
1995). In this case, the custom-made con-
trol environment recorded 0.8067. Custom-
made control activities scored 0.6845; 

custom-made risk assessment had a score 
of 0.6931; custom-made monitoring scored 
0.6821; and custom-made information and 
communication recorded 0.6616. The over-
all internal consistency score of 0.7542 is 
shown in Table 3. This indicates that the 
study instrument was dependable, stable, 
and sufficient.

Table 3. Cronbach’s alpha reliability test

Item Obs Sign Item-Rest Item-Rest Average Correlation. Alpha

ROA 500 + 0.5332 0.3426 0.3351 0.7515

CCE 500 + 0.2801 0.0575 0.4102 0.8067

CCI 500 + 0.8346 0.7421 0.2457 0.6616

CCA 500 + 0.7676 0.6464 0.2656 0.6845

CME 500 + 0.7750 0.6567 0.2634 0.6821

CRA 500 + 0.7411 0.6096 0.2735 0.6931

NIM 500 + 0.5181 0.3244 0.3396 0.7553

Test scale 0.3047 0.7542

Source: Stata computation, 2022

Table 4 illustrates the correlation matrix 
computation, which evaluates the signif-
icance level and the absolute relationship 
between the dependent and independent 
variables. The results in Table 4 showed no 
serial correlations between the variables, 
implying no multicollinearity issue in the 
model employed. The test confirms that 
the variables are not correlated, as the cor-
relation coefficients are less than 0.7. There 
is multicollinearity when the correlation 
coefficient exceeds 0.7 (Wooldridge, 2015). 
Table 4 below shows the positive correlation 
coefficients between custom-made informa-
tion and communication. This allows one 
to infer that custom-made information and 
communication positively influence other 
components to function appropriately to en-
hance profitability. 

Table 4 shows positive correlation co-
efficients between the custom-made con-
trol activities and other components. This 

means that the existence of custom-made 
control activities in an organisation im-
proves bank profitability and aids other 
components in functioning appropriately. 
The table also shows positive correlation 
coefficients between custom-made mon-
itoring and other control components, 
which implies that bank profitability rises 
in direct proportion to custom-made moni-
toring. Table 4 displays positive correlation 
coefficients between custom-made risk 
assessment and other components. This 
means that custom-made risk assessment 
influences bank profitability. From Table 
4, the correlation coefficients between the 
custom-made control environment and all 
other variables components had positive 
correlation coefficients. This suggests that 
an inefficient custom-made control envi-
ronment harms bank profitability and can 
negatively influence other internal control 
components.
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Table 4. Pairwise correlation matrix

| ROA AGE CCI CCA CME CRA NIM

ROA 1.0000 

CCE 0.1940* 1.0000 

CCI 0.3698* 0.0700 1.0000 

CCA 0.3379* 0.0234 0.6884* 1.0000 

CME 0.3813* 0.0871 0.6103* 0.6519* 1.0000 

CRA 0.2513* 0.1904* 0.6669* 0.4798* 0.4801* 1.0000 

NIM 0.2262* 0.0693 0.3085* 0.2343* 0.2380* 0.2289* 1.0000 

* p < 0.05, ** p < 0.01 (2-tailed)
Source: Stata computation, 2022

The study employs tolerance value (TV) 
and the variation inflation factor (VIF) 
to verify the presence of multicollineari-
ty in the model. TV varies from 0.355227 
to 0.951489, thus indicating that the model 

lacks multicollinearity action, as shown in 
Table 5. The VIF ranges from 1.05 to 2.82, 
thus indicating that the model lacks multicol-
linearity. Nachane (2006) asserted that a VIF 
of less than 10% is acceptable (see Table 5).

Table 5. Variance inflation factor and tolerance value

Variable VIF 1/VIF

CCI 2.82 0.355227

CCA 2.28 0.438784

CME 1.94 0.515093

CRA 1.90 0.527229

NIM 1.11 0.898639

CCE 1.05 0.951489

Mean VIF 1.85

Source: Stata computation, 2022

From Table 6, the R-squared obtained 
under FE and OLS regression models were 
48% and 44%, respectively. This implies that 
the model’s explanatory variables can ex-
plain 48% and 44%, respectively, of the vari-
ation in the performance indicator, namely 
return on assets. The loss under the FE and 
OLS models can be ascribed to additional 
variables not included in the research. 

The F-statistic indicates that the explana-
tory variables can be related to bank perfor-
mance. Based on the System GMM model, 

AR(1) = 0.000, AR(2) = 0.631, Hansen = 0.389 
and Sargan = 0.405. These test results suggest 
that the model considers heteroskedasticity 
to be consistent, as reported by the p-values 
for AR (2) and the Hansen statistic. From 
Table 6, the study tested for heteroskedastic-
ity using the Breusch-Pagan/Cook-Weisberg 
test Ho: Constant variance, Variables: fitted 
values of (CCI, CCA, CME, CRA, NIM, CCE), 
chi2(6) = 22.24, Prob > chi2 = 0.1349. This 
suggests there is no heteroskedasticity in the 
dataset and the model employed.
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Table 6. Research results

Variables
Fixed Effects (FE) 

Estimates
OLS Estimates

Two-step System 
GMM Estimates

L. ROA (-1) 0.136

(0.083)

CCE 0.145 0.261*** -0.264

(0.101) (0.000) (0.167)

CCI 3.153 4.559* 5.570

(0.091) (0.017) (0.091)

CCA 0.165 0.826 0.0845

(0.898) (0.547) (0.072)

CME 3.862*** 5.473*** 7.027

(0.001) (0.000) (0.435)

CRA 0.162 0.0584 0.160

(0.084) (0.539) (0.974)

NIM 0.0231* 0.0327** 0.0671

(0.022) (0.003) (0.770)

_cons 3.544 4.503** 2.055

(0.106) (0.002) (0.818)

N. Observations 500 500 500

Groups /Instrument 50/27

Heteroskedasticity test 
(Breusch-Pagan/Cook-Weisberg test) 
P-value
Chi2(6)

Chi2 = 0.1349
Chi2(6) = 22.24

Year Dummies Yes

R-Square 0.048 0.044

F- Statistic (p-value) 0.0000*** 0.0000***

Arellano-Bond AR (1) p-value  0.000***

Arellano-Bond AR (2) p-value  0.631

Hansen test (p-value) 0.389

Source: Stata computation, 2022

Note ***, **, * are statistically significant 
at the 1%, 5%, and 10% level respectfully; 
t-statistics (in parentheses) are based on 
White’s test for heteroskedasticity - consis-
tent Std. error; p-value reported for AR (2) 
and the Hansen statistic. First-differenced 
residuals with first-order autocorrelation 

are tested using the AR (1) and AR (2) proce-
dures, respectively.

4. Discussion
Table 6 shows that the custom-made con-
trol environment had a significant positive 

The Impact of Custom-Made Internal Risk Control…
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coefficient on return on assets with the OLS 
estimator. This finding implies that a cus-
tom-made control environment significantly 
impacts the financial performance of banks, 
and an increase in a custom-made control 
environment is likely to increase bank prof-
itability. According to COSO (1992), the con-
trol environment includes employees’ ethical 
beliefs, honesty, competency, managerial 
philosophy, working style and the delegation 
of authority and responsibility. Since the 
control environment instils internal control 
awareness in personnel to provide discipline 
and order, it serves as the foundation for 
other internal control components. COSO 
(2013) recognises that when internal auditors 
continually evaluate a well-made control en-
vironment, it will be sufficient to prevent at-
titudinal error, poor judgment, management 
overrides, or workers conspiring to evade 
control systems. This result is consistent with 
that of Kinyua (2016). However, it contradicts 
the findings of Magu and Kibati (2016), who 
found a substantial negative relationship be-
tween the control environment and ROA. 

Table 6 demonstrates a substantial posi-
tive relationship between custom-made risk 
assessment and return on assets with the FE 
estimator. This result suggests that increased 
custom-made risk assessments can mini-
mise fraud and increase profitability in an 
organisation. Custom-made risk assessments 
can influence an organisation’s objectives 
and profitability since they can actively as-
sist banks in analysing any possible dangers 
and financial losses. It also allows for con-
tinuous review, adaptation and evaluation of 
the control systems. This means that banks 
that have experienced substantial losses in 
the past might have failed to customise their 
risk assessment processes; by so doing, they 
would have been able to recognise and anal-
yse threats to new products or significant 
changes in the business environment. In 
today’s volatile environment, all banks are 
vulnerable to a wide range of risks, including 
credit, liquidity, foreign currency, market, 

and interest rate volatility, all representing 
a danger to the survival or performance of 
the bank. According to contingency the-
ory, there is no perfect solution by means 
of which to manage and solve institutional 
problems; instead, the best course of action is 
contingent or reliant on internal and external 
circumstances. This argument implies that 
Ghanaian banks require tailor-made risk as-
sessments to handle and manage a problem 
(Mwindi, 2008). The result is consistent with 
the results of Rosman et al. (2016), but it is in-
consistent with the findings of Bayyoud and 
Sayyad (2015). 

Table 6 shows a significant positive rela-
tionship between custom-made control ac-
tivities and return on assets with the system 
GMM estimator. This finding suggests that 
custom-made control activities positively 
impact the financial performance of banks. 
Custom-made control activities influence 
bank performance by providing acceptable 
policies, procedures, and mechanisms to en-
sure that managerial directives are appropri-
ately carried out to help detect any mistakes 
or fraud. It is not only sufficient for manage-
ment to establish policies and procedures 
for the bank’s various divisions; they must 
regularly ensure that all areas comply with 
such policies and procedures. The control 
activities provide all the necessary actions 
to address risks and achieve organisational 
objectives. According to Ewa and Udoayang 
(2012), internal control activities such as ap-
provals, authorisations, verifications, recon-
ciliations, reviews of operating performance, 
security, and segregation of duties must oc-
cur throughout the organisation. Most of 
them are made possible with the help of the 
internal audit function. Bank departments 
or division-level management receive and 
review standard performance and exception 
reports daily, weekly or monthly. According 
to contingency theory, custom-made control 
activities allow constant serviceable reviews 
to occur at the top level and are usually more 
detailed. This conclusion is consistent that 
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of with Rosman et al. (2016), but contrary 
to that of Kinyua (2016). 

Table 6 demonstrates a strong positive 
relationship between custom-made moni-
toring activities and return on assets with 
the FE and the OLS. This suggests that in-
creasing custom-made monitoring will likely 
enhance the profitability of banks, and vice 
versa. Internal controls are continual opera-
tions, and it is generally acknowledged that 
banks effectively monitor and assess the con-
trol system’s quality and efficacy over time. 
Monitoring an organisation’s internal control 
systems guarantees no time gaps or errors 
and ensures the control systems are working 
correctly. According to the contingency the-
ory, financial institutions can enhance their 
risk assessment process when they custom-
ise their monitoring procedures. This would 
allow for the constant reviewing of internal 
control systems and guarantee that internal 
auditors and other reviews are addressed as 
soon as possible. This conclusion supports 
the findings of Kumari and Weerasooriya 
(2019) and Alawattegama (2018), who discov-
ered a positive relationship between monitor-
ing and financial performance.

Table 6 shows a substantial positive rela-
tionship between custom-made information 
and communication and return on assets 
with all the estimators (FE, OLS and system 
GMM). This indicates that custom-made in-
formation and communication impact the 
financial performance of banks because of 
their position in influencing the working re-
lationship within the organisation at all lev-
els (Amudo and Inanga, 2009). According 
to Aldridge and Colbert (1994), internal con-
trol requires that all pertinent information 
be identified, captured, and communicated 
in a form and timeframe that enable people 
to carry out their financial reporting respon-
sibilities. Effective communications should 
occur broadly, with information flowing 
down, across, and up within all the sections of 
the organisation (Asiligwa and Rennox, 2017). 
The information must be communicated 

throughout the entire organisation to en-
courage personnel to carry out their respon-
sibilities relating to objective achievement. 
Certain losses are incurred by banks because 
the relevant personnel are unaware of or do 
not understand the bank’s policies. In sever-
al instances, information about inappropri-
ate activities that should have been reported 
upward through organisational levels is not 
communicated to the board of directors or se-
nior management until the problems become 
severe. In other instances, incomplete or in-
accurate information in management reports 
creates a misleading impression of a business 
situation. Online information and communi-
cation platforms have now supplanted natural 
communication patterns in many businesses. 
According to industry observers, the internet 
has made job security a major worry, since 
technology changes regularly. This means 
that if financial institutions want to retain 
and communicate appropriately to their em-
ployees, they must customise their informa-
tion and communication process for easy and 
constant revision, as the contingency theory 
emphasises. This result is consistent with that 
of Alawattegama (2018), but contrary to that 
of Odek and Okoth (2019). 

Table 6 shows a positive relationship be-
tween net interest margin and return on 
assets with the FE and OLS estimators. This 
means that a rise in net interest margin is ex-
pected to enhance the profitability of banks. 
This indicates that institutions that pay close 
attention to interest revenue and interest 
cost are more likely to improve profitability. 
Bank performance is directly related to as-
set and liability management, emphasising 
excellent loan portfolio management with 
low recovery costs as banks generate more 
revenue from assets. Saksonova (2014) and 
Svetlana (2014) found a significant positive 
relationship between net interest margin 
and return on assets. 

Table 7 presents the positions of hypoth-
eses based on the assessment of the OLS, FE, 
and system GMM models used in the study.
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Table 7. Status of hypotheses

Hypotheses Standing

H1: A custom-made control environment impacts the performance of banks in Ghana. Maintained

H2: Custom-made risk assessment impacts the performance of banks in Ghana. Maintained

H3: Custom-made control activities impact the performance of banks in Ghana. Maintained

H4: Custom-made monitoring impacts the performance of banks in Ghana. Maintained

H5: Custom-made information and communication impact the performance of banks. Maintained

Source: own construction 

Conclusions
Corporate practices are constantly changing 
in the face of globalisation; hence, it is criti-
cal to identify internal control systems that 
fit within an organisation’s working environ-
ment to retain its business culture and iden-
tity. Custom-made internal control systems 
enable a company to run efficiently, expand 
continuously, and respond to environmental 
opportunities and challenges. The current 
study seeks to bridge a gap caused by limited 
research on custom-made internal risk con-
trol systems and bank performance in Ghana. 
The 10-year research period from 2012 to 2021 
included 50 regulated financial institutions, 
comprising 20 commercial banks, 10 savings 
and loans firms, 10 microfinance organisa-
tions, and 10 rural and community banks. It 
employed CCE, CCA, CRM, CCI and CME as 
independent variables. The study used ROA 
as the performance metric to ascertain the 
relationship between these explanatory vari-
ables. In addition, net interest margin (NIM) 
was included as a control variable. As a result, 
the study discovered a positive relationship 
between CCE, CCA, CRM, CCI, CME and 
NIM with ROA. 

This study confirms the results of previ-
ous empirical studies; however, this current 
study suggests that efficient internal control 
systems are contingent on custom-made 
internal control systems. It concludes that 
custom-made internal risk control systems 

create value and lower risks, thus ensuring 
the accuracy of financial information and 
regulatory compliance. For that matter, fi-
nancial institutions should ensure all their 
internal control systems bear the character-
istics of a custom-made approach to guar-
antee that employees do not circumvent 
internal control systems. The findings and 
conclusions of this study encouraged the fol-
lowing suggestions. Firstly, the management 
of banks should work together to identify 
and invest in the best mix of internal control 
systems that suit their business operations. 
Secondly, to realise the full financial bene-
fits of internal control systems, managers 
should embrace CCE, CCA, CRM, CCI and 
CME to guarantee that employees do not cir-
cumvent the internal control process to pro-
vide an adequate flow of information, super-
vision and easier risk detection. 

The approach used in this study enhanc-
es the understanding and significance of 
local methods of internal control systems; 
hence, this research gap has been addressed 
in this study. This study cited the essential 
structures of internal control systems that 
banks’ management should refined to im-
prove financial performance. The results 
noted that CCE, CCA, CRM, CCI, CME and 
NIM are critical for banks to improve finan-
cial performance. The thorough consider-
ation of the subject aided in determining the 
root causes of the growing misapplication of 
internal controls in organisations. 
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This comprehensive analysis offers an 
insight into efficient internal control de-
sign strategy. As a result, this study pro-
vided knowledge as it defines the various 
custom-made internal risk control charac-
teristics that can inspire bank performance. 
Accordingly, it will assist organisations 
in reducing the number of errors and the 
amount of fraud, as it offers preventative 
measures that can be of assistance in estab-
lishing effective internal control systems. 
The study provides additional evidence 
to add to the existing literature on cus-
tom-made internal controls and the finan-
cial performance of financial institutions. 
The study enhances knowledge in practice 
by demonstrating the significance of the 
contingency theory approach to internal 
control systems. These results would enable 
banks to adapt to internal control systems 
that best suit their values, operations, and 
objectives. The results would enable them 
to understand the rudiments that affect 
profitability. 

Furthermore, the results would also be 
significant to the various policy-making 
institutions such as the Bank of Ghana, the 
Ghana Association of Banks, and other 
regulatory bodies, thus providing evidence 
and guidance to design practical regulatory 
policies to harness bank profitability. Bank 
executives may cite the need to have cus-
tom-made internal control systems as the 
prerequisite to enhanced financial perfor-
mance. The study was limited to 50 finan-
cial institutions with observations over the 
10-year period of 2012-2021. It relied on the 
COSO framework and employed ROA as the 
performance metric. Future studies can ex-
pand the study by including (ROE), (NIM) or 
(CTI) in other organisations or countries.
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