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Abstract

Banks globally are known for their role of financial
intermediation and when these functions are effectively
and efficiently performed, the banking sector flourishes,
facilitate economic growth and development. However,
fraud has been established as a global threat to the
viability of companies and organizations including
financial institutions. Technological advancements and
continuous introduction of new electronic financial
products into banking operations and service delivery,
has heightened the propensity for banking fraud.
Subsequently, persistent incidence of fraud and forgeries
in banks, in addition to constituting a threat to the
continued survival and stability of the sector, hampers
national economic developments and growth. The
study’s main objective is to evolve a functional and
effective mechanism for minimizing the incidence of
fraud and forgeries within the Nigerian deposit money
banks. Subsequently, this study evolves an abstract
structure on the intervening effect of problem
representation on the forensic accountant and banking
examiner’s mindset capability and competence that is,
fraud risk assessment which can be applied for
prevention and detection of fraud within the deposit
money banks. This study aims to disclose the affinity
between the three constructs. Findings contribute to
existing literature on forensic accounting, banking
examination, mindset capability requirement, problem
representation and fraud risk assessment of regulators
regarding prevention and detection of fraud within
deposit money banks.

Keywords:  Forensic  accountant,  banking
examiner, mindset, problem representation, fraud
risk assessment, deposit money banks.

1. INTRODUCTION

The banking sector remains a critical factor for
national economic development and growth.
However, studies have shown that only a well-
regulated, prudently managed, effectively and
efficiently run banking system can stimulate
national economic developments. Furthermore,
prior studies have established that the ability of the
banking system in any jurisdiction to stimulate
economic development and growth depends on the
stakeholders’ implicit confidence and the degree of
transparency in handling financial transactions
with, confidence and minimal risk. Globally, these
attributes constitute the minimum requirements for
a safe and sound banking institution.

Regrettably, the Nigerian banking system is
plagued by escalating incidence of fraud and
forgeries and thus lack the capacity to meaningfully
impact national economic growth. Subsequently,
Nigeria remain under-developed, afflicted with
rising incidence of insecurity, epileptic power
supply, bad transportation and communication
infrastructures, collapsed educational system and
other related social vices. Hence, these adverse
consequences of banking fraud and forgeries
provide a motivation for this study.

Research findings further showed many factors that
are responsible for the upsurge in the incidence of
fraud and forgeries within deposit money banks in
Nigeria. Among these factors, is the gap in
capability and competence of forensic accountants
and banking examiners who have primary
responsibilities for prevention and detection of
fraud. In effect, regulator’s inability to stem
consistent escalating incidence of fraud and its
consequences on national economic developments
and growth provide further motivations for this
study. Hence, the study examine the effect of
problem representation on the forensic accountant
and banking examiner’s mindset capability and
fraud risk assessment in the quest for establishing
enduring mechanism for preventing and detecting
fraud within the Nigerian deposit money banks.

Fraud constitute a major impediment to business
growth globally, and no organisation, institution, or
country is immune from its negative effects and
that includes the banking sector. In all works of
life, whether in the public sector, business
conglomerates,  agro-industry,  manufacturing,
insurance, banking and all-over, consistent and
concerted efforts are being made to combat the
scourge. However, fraud has not and cannot be
eradicated (Neo, Hollenbeck, Gerhart & Wright,
2017; Kariuki, 2013).

Furthermore, prior studies affirmed that the rate at
which financial crimes, audit failures and
accounting fraud occur, had serious negative
economic consequences resulting in decline in the
auditing profession’s confidence rating (Popoola et
al., 2015; Hogan et al., 2008; Houck et al., 2006).
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In this regards, the failure of the auditor to detect
fraud during audit assignment led to a decline in
confidence within the profession and subsequent
clamour for improvements in the quality of the
auditor’s work to a level where fraud detection
could be easily accomplished during an audit
engagement.(Huber, Popoola, Che-Ahmad &
Samsudin, 2015; Chui & Pike, 2013; Hogan,
Rezaee, Riley & Velury, 2008; Nicolaisen, 2005).
This study align with findings of previous studies
that most auditors are unable to detect fraud
because they are not specialists in fraud matters.
Furthermore, that differences exist between fraud
examination and financial statements audit
(DiGabriele, 2016; Awolowo, 2016; Chui & Pike,
2013).

In Nigeria, regulatory response to auditor’s
indictment and audit related fraud detection failure
necessitate the Institute of Chartered Accountants
of Nigeria to issue Nigerian Standards of Audit
(NSA) No. 5 and Statements of Auditing Standards
(SAS) No 99 (ICAN, 2005). The institute adopted
the AICPA (2002) and thus affirmed the need for
auditors to react to identified fraud induced risk of
substantial misstatement through assignment of
forensic accountants and information technology
specialists (Popoola et al., 2013b; Chui, 2010;
AICPA, 2002). Also, prior study, established
disparity between fraud prevention, detection and
financial statement audit (Davia, 2000). The study
opine that only employment of techniques of
forensic accounting aids prevention and detection
of fraud.

Furthermore, sequel to persistent global fraud
incidences, auditing and investigation scholars and
other stakeholders have raised genuine concerns
that with forensic accountants being invited for
examination and investigation after the occurrence
of most frauds and forgeries, the replacement of the
auditors with forensic experts would appear
imminent (Jenkins, Negangard & Oler, 2018;
Popoola et al., 2016; Asare, Wright, & Zimbelman,
2015; Chui & Pike, 2013; Chui, 2010; Boritz,
Kotchetova & Robinson, 2008; Hogan et al., 2008).

This study, however, explore the integration of
both professionals for fraud prevention and
detection. Hence, the study objective encapsulates
examination of the effect of problem
representation (PR) on mindset capability (MR) as
an independent variable and fraud risk assessment
(FRA) as a dependent variable of the forensic
accountant and banking examiner within the
deposit money banks.

The study objectives are to:

a) Examine the relationship between mindset
capability requirement and fraud risk
assessment of forensic accountants and
banking examiners within the deposit
money banks.

b) Examine the relationship between mindset
capability  requirement and  problem
representation of forensic accountants and
banking examiners within the Nigerian
deposit money banks.

C) Examine the relationship between problem
representation and fraud risk assessment of
forensic accountants and banking examiners
within the Nigerian deposit money banks.

d) Explore how problem representation
mediates the relationship between mindset
capability requirement and fraud risk
assessment of forensic accountants and
banking examiners within the Nigerian
deposit money banks.

Subsequently, this study is organised into three
segments, namely; Literature review, Conceptual
and theoretical framework, Hypothesis
development, and Conclusion.

2. LITERATURE REVIEW

2.1 Review of banking regulation and
Nigerian banking sector.

In Nigeria, banking activities are regulated by both
the Central Bank of Nigeria (CBN) and the Nigeria
Deposit Insurance Corporation (NDIC). The two
regulators derived their regulatory powers from
their respective enabling legislations namely; the
CBN Act 1958 and its subsequent amendments as
well as the NDIC Act 2004 as amended. The CBN
as primary regulator, is responsible for granting
and withdrawing operational banking license,
policy formulation and reviews. The CBN also
issue periodic circulars and carry out banking
examination and supervision in pursuit of its
regulatory powers. However, the second regulator,
the NDIC is responsible for ensuring the safety of
depositors’ funds to ensure customers’ confidence
in the banking institution and ultimately a secured
banking industry. They are charged with the
responsibility for liquidating failed banks sequel to
withdrawal of operating license of such banks by
CBN.

In this regards, regulation connotes the rules
governing banking operations. Prior researches of
Singh (2016), Lucca et al., (2014), and Llewellyn
(1986) established that banking regulation consist
agreed behaviour based on distinct rules; that are
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self, government, or external agency imposed
through implicit or explicit agreements of the
industry, which restricts business operations within
financial institutions. This connotes that regulating
the banking system encompasses special rules and
laws employed by regulatory authorities to
effectively supervise banking business operations.

In this regards, in Nigeria, a number of regulations
and activities have been articulated to give effect to
extant laws and also meet the growing complexities
of running an efficient and effective banking
institution. These regulation include, the code of
corporate governance, prudential guidelines, risk-
based supervision, introduction of universal
banking, banking sector consolidation, foreign
exchange regulation, credit risk management,
revised banking model, money laundering and
combating financing of terrorism, cross border
consolidated supervision, non-interest banking,
regulation of capital-the Basel accord and the
establishment of the Assets Management
Corporation of Nigeria (CBN, 2016).

Unfortunately, the adoption and implementations
of these regulatory frameworks would appear not to
have positive impacts on escalating incidence of
banking fraud and forgeries within the Nigerian
deposit money banks. This thus underscore the
need for ascertaining the mindset capability and
competence of forensic accountants and banking
examiners charged with primary responsibilities for
prevention and detection of banking fraud.

In order to complement regulatory authorities,
strengthen the corporate governance mechanism on
fraud prevention and detection, structures for
deterrence of fraud were established in Nigeria.
Subsequently, two agencies, namely, Independent
Corrupt Practices Commission (ICPC, 2000) and
the Economic and Financial Crimes Commission
(EFCC, 2002) were assigned roles of prosecuting
indicted persons on fraud and forgeries as well as
other financial crimes. Thus, these two-fraud
deterrent organisations play complementary roles
to the supervisory and oversight functions of the
two regulators in the quest for consolidating
mechanisms for prevention and detection of
banking fraud and forgeries within deposit money
banks.

Banking system in Nigeria consists of Twenty-two
(22) Commercial banks, 942 Micro-finance banks,
Five (5) Discount houses, sixty-four (64) Finance
companies and six (6) Development banks. It also
include, Bureau-de-change (BDCs, Finance
companies (FCs) and Primary mortgage institutions
(PMIs). However, these financial institutions are
broadly classified into three (3) categories, namely,

Deposit money banks, Specialised banks and Other
financial institutions (CBN, 2016).

Nigerian deposit money banks currently has 22
licensed banks which operate from 5,450 branch
networks. Their total assets as at December 31,
2017 stood at N38.53 hillion, total deposit liability,
N19.38 billion, total loans and advances, N15.91
billion and total shareholders’ fund N2.66 billion
(CBN, 2017). However, the annual report of the
CBN and NDIC over the years provides detailed
information on fraud and forgeries within the
deposit money banks on yearly basis. Hence it
becomes impossible to research into the incidence
of fraud and forgeries in the other two categories of
the Nigeria banking system due to non- availability
of authentic and credible data bases.

The study thus focused on deposit money banks
based on the availability of credible information on
fraud and forgeries in the sector, its significance
within the financial system value chain and
tremendous impact on national economic growth
and development.

2.2 Fraud Concept

Fraud entails deliberate concealment,
misrepresentation, manipulation and exclusion of
facts to the disadvantage of people and firms
including banks. Fraud also include theft,
appropriation, attempt to obtain illegally, misapply
and expose organisational assets to harm (Gilbert &
Wakefield, 2018; Levi, Burrows, Fleming, Hopkins
& Mathew, 2007; Adeduro, 1998; Bostley &
Drover, 1972).

Furthermore, Chartered Institute of Public Finance
and Accountancy (CIPFA) asserts fraud as the
intentional misrepresentation and concealment of
material facts, omission of the truth for deception
and manipulation to the financial detriments of an
individual or organisation. Fraud includes
embezzlement, theft, forgeries, misappropriation,
and deliberate omission of truth (CIPFA, 2013).

Furthermore, prior studies have also established
fraud as a universal problem with adverse impact
on economic developments and growth. This is
manifested in various corporate scandals and fraud
including but not limited to Waste Management
Scandal, Freddle Mac, Enron, Lehman Brothers,
WorldCom, Parmalat, Ocean Capital Bhd,
Transmile Group Bhd, Cadbury Plc and African
Petroleum Plc to mention a few. Hence, fraud
prevention and detection remains a global
phenomenon (Schillermann, 2018); Elsayed, 2017;
Wuerges, 2011).
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According to Ekpo, Chime and Enor (2016) cited
from KPMG global survey (2015), Nigeria
accounted for the highest number of fraud cases in
Africa. Consequently, due to persistent cases of
corruption, banking fraud and forgeries, the
Nigerian state remained an under-developed
economy, lacking basic infrastructures like, good
road networks and stable electricity supply.
Furthermore, Nigeria is also plagued by,
inadequate water supply and medical facilities;
massive unemployment; persistent cases of
insecurity to life and properties; decayed
educational system; and other related social vices
impeding its national development and growth
(Lamorde, 2012).

Furthermore, prior studies assert that to prevent
fraud, both the regulators and management must
strengthen internal control (Huber et al., 2015;
Chui & Pike, 2013; Pike, 2013). In relation to
banking, this study aligns with prior studies which
affirmed that fraud erode customers’ confidence
(Algamdi, Flechais & Jirotka (2015). It is therefore
imminent that corporate governance mechanism
within the deposit money banks must be
strengthened in order to curtail the current
increasing spate of fraud and forgeries.

Subsequently, further studies on prevention and
detection of fraud become imperative especially
within deposit money banks to stem the tide of
persistent incidence of fraud and ultimately save
Table 1.

the institution from collapse. This study, therefore,
offers a conceptual exploration of ways and means
of equipping forensic accountants and banking
examiners with the requisite and enhanced mindset
capability and competence for banking fraud
prevention and detection.

Evidence from annual reports of both Central Bank
of Nigeria and the Nigerian Deposit Insurance
Corporation  confirmed  that  management,
employees, customers or a combination of any of
the three perpetrate frauds and forgeries through
various means (CBN, 2015). According to the CBN
Banking Supervision Report for 2015, the
incidence of corporate governance and bank failure
due to fraud remained persistent and unabated:

“13,100 cases of attempted fraud
and forgeries were reported in
2015 (2014: 11,447 cases),
which amounted to N17.8
billion (2014: N25.8 billion) and
$64.6million (2014: $ 31.2
million out of which N3.5billion
(2014:N4.8 billion and
$659,008.1 (2014:
$9.134.935.8)” were lost.

In addition, NDIC annual report for 2017 showed a
246% increase in the incidence of Fraud and
forgeries within the Nigerian deposit money banks
between 2014 and 2017 as shown in Table 1.

Total Number Of Fraud And Forgeries In Banks (2014 To 2017).

30000

23000

20000

Fraud Cases
=
n
(=]
(=]
(=]

10000 -
10,621 12,279

5000

014 2015

Total Number Of Fraud And Forgeries Cases In Banks

Source: NDIC Annual Report 2017.

In addition, prior studies exist on the origin of
banking fraud, highlighted various means
applicable towards prevention and detection of
fraud as well as nature and dimensions of banking
fraud. Ultimately, their findings affirmed fraud as
preventable, provided the regulators and
managements constantly review and strengthens
internal control mechanism (Adetiloye, Olokoyo &

Year

26,182
| 16,751

2316 2017

Taiwo, 2016; Chui & Pike, 2013; Adeyemo, 2012;
Nwoji, 2011; Godwin 2009). Also, this study,
aligns with other literatures on the origin of fraud
in the deposit money banks and identify internal
control weaknesses and governance ineptitude as
contributing factors (Baz, Samsudin & Che-
Ahmad, 2017; Agyemang, 2015; Cascarino, 2012;
Daniel-Draz, 2011; Zaworski, 2005).
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Unfortunately, both CBN and NDIC regulatory
reviews, new policy formulations and
implementations based on the research findings
would appear to have failed to have positive impact
on this problem. This may be attributed to lack of
capability and competence due to disjointed focus,
deficient mindset and poor attitude-to-work by the
forensic accountants and banking examiners.
Apparently, a need exist for the regulators to
initiate new initiatives for harnessing all identified
and crucial indices of fraud prevention and
detection at the same time.

Subsequently, this study is not just a general fraud
review within deposit money banks, rather, itis a
deliberate focus on mindset capability and
competence of the forensic accountants and
banking examiners who constitute the human
capital, deployed for the prevention and detection
of fraud in the sector. This study opines that
forensic accountants and banking examiners
through the deployment of the right mindset
capability and competence, complemented by a
transparent and wholesome implementations of the
numerous and extant banking legislations will be
better equipped for the task of banking fraud
prevention and detection.

2.3 Forensic Accountant mindset and
Banking Examiner mindset

Mindset denotes a predictable mental attitude or
state of mind which swings individual’s behaviour
in given situations. Mainly, mindset is the process,
perception and distinct attitude which guides
individual’s recollection and interpretation of
information  (Gollwitzer &  Keller, 2016;
Gollwitzer, 2012 ; 1990). Also. mindset impacts an
individual’s thought process and ways of thinking.
Furthermore, Falconer (2012) defines mindset as a
qualitative motivation for action, state of mind, an
unacknowledged, powerful but subtle feeling and
core assumption that motivate participation, a
feeling that is distinct from emotion.

Prior studies, Fujita and Carnevale (2012), Torelli
and Kaikati (2009) submit that when individuals
think abstractly and are focused on interpretation of
actions, their behaviour is influenced and values
become abstract representations of the ideal. In
essence, mindset affects people’s behaviour.

In summary, the differences that exist between the
mindsets of the forensic accountant and banking
examiner are premised on issues such as:
education, training, experience, exposure, and
skills, Thus, the forensic accountant’s mindset
embodies distinct ways of thinking whilst a
banking examiner’s thought is focused on the

examination of bank’s transactions to evaluate
availability, reliability, and adequacy of
documentation, establish audit track (Wuerges,
2011; Chui, 2010).

Basically, forensic accountants are commissioned
with the sole aim of making a categorical assertion
on the occurrence of fraud (Wuerges, 2011).
Furthermore, forensic experts believe that audit
track is never a guarantee of financial transactions
being fraud free, as fraudsters employ various
avenues to conceal fraud by creating apparently
legitimate audit trail.

Prior research reveal that in fraud detection
assignments, forensic accountants are tactful, more
dutiful and accomplished than banking examiners
(Eliezer & Emmanuel 2015; Omondi 2013; Boritz
et al., 2008). This study thus align with Chui
(2010), posit that forensic accountant mindset is
strategically superior to the banking examiner’s
mindset in fraud risk assessment.

2.4 Fraud Risk Assessment (FRA)

Fraud risk assessment (FRA) is a unique procedure
for discerning and evaluating risk militating
organisational goals’ achievements. As noted by
Huber, Popoola, Che-Ahmad and Samsudin,
(2015), Chui and Pike (2013), Rezaee and Davani
(2013), Wuerges (2011) and Chui (2010), fraud
risk assessment facilitate an evaluation of an entity
in order to establish the state of affairs, develop
appropriate audit processes for risk identification
and establish procedures for identifying the
significance and possibility of fraud occurrence.

Furthermore, Popoola et al., (2016), opine that
fraud risk assessment entails a dynamic and
repetition of a cycle of processes for identifying
and assessing risks to the attainment of
organisational objectives. Fraud risk assessment
thus demands that considerations be given to
external environmental changes and its impact
within activity models, which may ultimately make
internal control ineffective.

Furthermore, fraud risk assessment is perceived as
a strong tool for prevention of fraud and thus was
endorsed to enhance auditor’s competence in the
quest for fraud prevention and detection (Payments,
2015; Subramanian, 2014; Knapp & Knapp, 2001).
This study thus align with prior studies, Popoola
(2015), Wuerges (2011), Chui (2010) which opine
that fraud risk assessment in addition to sign-
posting the focus of an audit also aid auditors in
ascertaining the state of the organisation and stretch
of audit procedures purposely required to establish
the possibility and significance of fraud occurrence
within the company.

29

Asian Journal of Multidisciplinary Studies, 7(11) November, 2019

OO 5
o . SS

SURNAZ
3 o
S v

¢ &)
AN i 9\9‘7



|H ||||||||||||I‘|| ||| ISSN: 2321-8819 (Online) 2348-7186 (Print) Impact Factor: 1.498 Vol. 7, Issue 11, November, 2019

For this study, fraud risk assessment is defined as
the forensic accountant and banking examiner’s
capacity to access fraud risk to a distinct standard
in the quest to prevent and detect fraud within the
deposit money banks’ operating environments.

2.5 Mindset Capability Requirement

Mindset denotes a predictable mental attitude or
state of mind which influences an individual’s
behaviour in a particular direction under a given
situation. Prior studies, Gollwitzer and Keller
(2016), Herrmann and Brandstatter, (2015),
Gollwitzer (2012; 1990) affirm that mindset is the
perception, process and distinct attitude that guide
individuals in the collation and interpretation of
information. In addition, mindset impacts an
individual’s thought process and ways of thinking.
Prior study, Falconer (2012) defines mindset as a
qualitative motivation for action, state of mind, an
unacknowledged, powerful but subtle feeling and
core assumption that motivate participation, a
feeling that is distinct from emotion. To be
effective, the banking examiner’s mindset must be
sound and alert to the identification of red flags
associated with significant fraud risk within the
banking environment.

According to Ahmad et al., (2018), Feder (2000),
efficient professionals working as forensic
accountants and banking examiners that is, as
intelligent and strategic fraud prevention and
detections planners depend on overpowering
mindset, when they encounter challenges in
bureaucratic settings. Furthermore, Fujita and
Carnevale (2012), Torelli and Kaikati (2009)
submit that when individuals think abstractly and
are focused on interpretation of actions, their
behaviour become influenced and values also
become abstract representations of the ideal. In
essence, mindset affects people’s behaviour.
Therefore, for this study, the forensic accountant
and banking examiner will become more effective
when aided in the performance of their assigned
duties by a sound and stable state of mind.

2.6 Problem Representation (PR)

Problem representation is recognised by scholars as
a structure for internal reasoning that incorporate
individuals’ interpretation and understanding of
problematic situations (Glover, Taylor & Wu,
2016; Mala & Chand, 2015; Bernard & Chi, 1993;
Christ, 1993; Chi et al, 1981). Also, prior studies

establish that individuals ultimately cultivate
problem representation once a need arises for
decision-making (Popoola et al.,, 2016; Pitz &
Sachs, 1984).

Thus, an underlying motive of problem
representation is encouragement of an individual’s
comprehension of a problem and the problem
resolution (llse, Tomczak & Welling, 2018;
Tomasic & Akinbami, 2013; Reed, 2012; Markman
& Gentner, 2001). Furthermore, problem
representation permits individuals, to establish the
significance of the work beyond rudimentary
specifics that are provided prior to commencing the
task (Mala & Chand, 2015; Lehmann & Norman,
2006: Thibodeau, 2003; Christ, 1993; Pitz & Sachs,
1984).

Furthermore, Larkin (2014), Nendaz et al., (2002),
Bernard and Chi (1993), Christ, (1993) and Chi et
al., (1981) define problem representation as the
internal cognitive framework embodying people’s
comprehension and interpretation of a problem
situation. As a forensic accountant, banking
examiner or indeed any professional, the problems
encountered are real-world and ill-structured hence
highly interdisciplinary and evolving in nature. It
is, therefore, necessary to evolve a pre-engagement
matrix for addressing challenges that are
encountered on the task. Thus, in the context of the
deposit money banks, fraud risk assessment denote
the forensic accountant and banking examiners’
ability for accessing the risk of fraud prevalent
within the banks to facilitate fraud prevention and
detection within defined standards.

3. CONCEPTUAL FRAMEWORK AND
HYPOTHESES DEVELOPMENT

A conceptual framework refers to the researcher’s
understanding of the interactions between variables
of the study. Thus, it is used to make conceptual
distinctions and organise ideas. Conceptual
framework identifies the variables required in the
research investigation (Baz, Samsudin, Che-Ahmad
& Popoola, 2016; Payment, 2015; Yearwood,
2011)

Furthermore, the conceptual framework in this
study examine the forensic accountant and banking
examiner’s mindset capability requirement relative
to fraud prevention and detection within Nigerian
deposit money banks. Subsequently, the conceptual
framework is  provided in  Figure 1.
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Problem

Representation

Mindset Capability of
forensic accountant and
Banking Examiner

Fraud Risk Assessment
—

Figure. I
Conceptual Framework.
Hypothesis Development

3.1 The Influence of Mindset on Fraud
Risk Assessment in the Nigerian Deposit Money
Banks

The first conceptual linkage in this study is the
influence of mindset capability requirement on
fraud risk assessment. Previous literature, suggest
that a modest change in mindset capability
produces considerable changes in performance and
an imposing impact on person’s resolve;
assertiveness; and commitment to achieve set
objectives (Popoola, Che-Ahmad & Samsudin,
2015; Chui, 2010; Davis et al., 2010; DiGabriele,
2008; Brandstatter & Frank, 2002).

This research, therefore, postulates thus:

H1: There is a significant relationship between
mindset capability and fraud risk assessment
of forensic accountants and banking examiner
in the Nigerian deposit money banks.

3.2 Influence of Mindset on Problem
Representation in the Nigerian Deposit
Money banks

The second conceptual linkage of this study is the
relationship  between mindset and problem
representation. Mindset capability requirement was
found to have indirect influence on fraud risk
assessment through the evolution of problem
representation (Popoola, 2014; Basadur, Basadur &
Licina, 2013; Lamorde, 2012; Kleinman & Palmon,
2007; Gupta & Govindarajan, 2002; Bargh &
Chartrand, 2000). The association between mindset

capability and problem representation have been
recognised by literature in accounting. More
specifically, this studies produced empirical
evidence supporting the assertion that sound
mindset influences the development of individual
problem representation and in turn inspires
accurate assessment of fraud risk (Chiou, Wen-Bin,
Wu & Cheng, 2015; Chiou et al., 2013; Torelli &
Kaikati, 2009; Kadous & Sedor, 2004; Armour &
Taylor, 2003).

This study thus asserts that a significant
relationship exist between mindset and problem
representation in Nigerian deposit money banks.
Specifically, and for this reasoning, the hypothesis
is formulated thus:

H2: There is a significant relationship between
mindset capability and problem
representation of forensic accountant and
banking examiner within Nigerian deposit
money banks.

3.3 Influence of Problem Representation on
Fraud Risk Assessment in the Deposit Money
banks

Prior studies have shown that problem
representation has a resultant influence on
individual’s  judgement and decision-making
process (Mulia, Lasdi & Widjanarko, 2015;
Viscusi, Phillips & Kroll, 2011; Denison, 2009;
Kadous & Sedor, 2004). Furthermore, the study by
Bierstaker et al., (1999) collaborates Kadous and
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Sedor (2004). Furthermore, Popoola et al., (2015)
found a significant positive relationship between
problem representation and fraud risk assessment.
This study, align with their findings thus formulate
the hypothesis thus:

H3: There is a significant relationship between
problem representation  and fraud risk
assessment of forensic accountant and
banking examiner in the Deposit money
banks.

3.4 Mediating influence of Problem
Representation on Mindset Capability
Requirement and Fraud Risk Assessment in the
Nigerian Deposit money banks

Prior studies, Widhoyoko (2017), Rayaan,
Samsudin, Ayoib, and Popoola (2016) affirmed a
significant positive relationship between mindset
capability component of fraud and fraud
prevention. Also, prior research on empirical
investigation of fraud risk assessment and mindset
capability requirement on fraud related problem
representation in Nigeria, Baz et al., (2016),
Popoola et al., (2015) affirmed a significant
positive relationships between mindset requirement
(MR) and fraud risk assessment (FRA), significant
positive relationship between mindset requirement
(MR) and problem representation (PR) and
significant positive relationship between problem
representation (PR) and fraud risk assessment
(FRA). Also, the study established that problem
representation  positively  mediates  mindset
requirement (MR) and fraud risk assessment
(FRA).

Based on these studies, the study formulates the
hypothesis:

H4: Problem representation significantly mediate
the relationship between mindset requirement and
fraud risk assessment in the Nigerian deposit
money banks.

3.5 Differences between Forensic
Accountant and Banking Examiner Mindset and
Problem Representation and Fraud Risk
Assessment

Previous studies established that banking
examiners like auditors appear not to be sensitive
to symptomatic signs of fraud as evidence in the
celebrated fraud cases like Enron, WorldCom, GT
Bank Plc and Cadbury Plc (Popoola et al., 2015;
Chui & Pike 2013; AICPA 2002).

Furthermore, the SAS No. 99, recommends that
“an auditor respond to an identified risk of material
misstatement due to fraud by assigning additional
persons with specialised skills and knowledge, such

as forensic accountant and information technology
(IT) specialist” (AICPA, 2002).

The standard advocated for auditors to acquire
necessary forensic accounting mindset to facilitate
fraud prevention and detection through fraud risk
assessment with a view to act rationally and
decisively on any evidence emanating from
financial documents that links to fraud’s prevention
and detection.

Subsequently, in the study, forensic accountant’s
mindset differ from that of the banking examiner.
Forensic accountants’ perspective to fraud
investigation is distinctly focused establish
existence of fraud, identify perpetrators, and
highlight required remedial actions. However,
banking examiners as auditor, “expresses opinion
on the fairness or otherwise of reported financial
instruments and risk assets as at reporting date.
Also, banking examiners have been criticised for
their inability to innovate that is, “think outside the
box” (Popoola, 2014; PCAOB, 2007).

Clearly, based on specifics of differences between
forensic accountants and banking examiners, this
study intends to evaluate whether the two (2)
category of professionals differ significantly in
terms of their mindset capability; and competence
that is, problem representation; and fraud risk
assessment in the Nigerian deposit money banks.
Thus, forensic accountants may have significantly
higher levels of mindset; problem representation;
and fraud risk assessment requirements than
banking examiners.

Based on this reasoning, the following hypotheses
are formulated:

H 5a: Forensic accountants have significant
superior levels of mindset capability
requirement than the banking examiners in
the Nigerian deposit money banks.

H 5b: Forensic accountants have significant
superior levels of problem representation
competence requirement than the banking
examiners in the Nigerian deposit money
banks.

H5c: Forensic accountants have significant
superior levels of fraud risk assessment
competence requirement than the banking
examiners in the Nigerian deposit money
banks.

4. CONCLUSION

Fraud in deposit money banks has become an event
which requires drastic but calculated efforts to
resolve. The study applying the developed
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conceptual framework and the four (4) hypotheses
formulated found a significant relationship among
the three (3) constructs of the study. Also, the study
of the mediating influence of problem
representation on fraud risk assessment and
mindset capability towards fraud prevention and
detection in the Nigerian deposit money banks is
significant in terms of economic growth and

develops a conceptual framework that can be
deployed by forensic accountants and banking
examiners working within deposit money banks to
prevent and detect fraud. The study contributes to
literature on banking examination, enhanced
mindset capability, problem representation and
fraud risk assessment of forensic accountants and
banking examiners for fraud prevention and

development of a country. This study therefore, detection in the Nigerian banking sector.
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