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CHAPTER ONE
INTRODUCTION
1.1	Background to the Study
In today's globe, banks stand as the biggest financial organisations, with branches and subsidiaries in every state of existence (Gizaw, Kebed& Selvaraj, 2015). Different types of banks differ greatly from one another. The goods and services that banks provide account for a large portion of this distinction (Howells & Bain, 2008). Commercial banks, for example, retain deposits, group them into loans, manage payment systems, etc. Credit risk is the possibility that a loan won't be repaid on time; banks give the economy the necessary cash in the form of loans and advances that may not always be returned (Isanzu, 2017). Since credit loans, and advance are the banks primary sources of revenue, credit risk and its management are thus of utmost important.
Finance is a fundamental aspect of modern life, propelling economic growth. Countries without money or debt continue to live in poverty (Zhou et al., 2021). If someone can borrow money and store it, they can consume without their present source of income. Businesses can invest in debt when sales would otherwise prohibit it. Furthermore, when they have the capacity to borrow, fiscal authorities can aid in the macroeconomic stabilization process. On the other hand, borrowing might result in vulnerabilities, as Nigerian deposit institutions' past suggests (Aribaba et al., 2022; Zhou et al., 2021). Reinhart and Rogof (2009) assert that when debt levels above a particular threshold, financial crises become more probable and severe. This suggests quite clearly that debt can mount up to an unhealthy degree. One of the greatest methods to totally prevent bad debts is to refuse to lend money. Careful financing may assist manufacturing firms in efficiently managing their credit so they can stay in business. investors i the manufacturing firms in efficiently managing their credit so they can stay in business. Investors in the economy are misled by manufacturing businesses' annual reports, which consistently indicate an increase in the provision for bad and doubtful loans. A number of failing manufacturing companies in the economy over the years have caused investors to lose trust in the company's capacity.
Most companies don't make enough reserves for possible poor and unstable loans since they rely on credit sales as assets after extending credit. It is evident that such firms' financial statements would not be truthful and fair in this case since the quantity of trade debtors cannot be completely recognized (Aribaba et al., 2022). In a similar vein, liquidity concerns are taken into account when authorizing credit sales. Excessive investments in receivables, especially when the debtors pose a significant risk, are the cause of this. A business that struggles with liquidity suggests that taking out loans from other sources can be costly and that taking out more credit than is sensible might be dangerous.
Conversely, a tight or stringent credit policy, or no credit at all, leads to lower sales and profitability. Studies have indicated that loan sales might enhance a company's profitability and liquidity status if they are handled appropriately (Atuche, 2009). Therefore, when handled wisely and judiciously, debt is a two- edged sword that improves wellbeing However, if used excessively and improperly, the results can be devastating. Overborrowing causes both individual families' and enterprises manufacturing bankruptcy and financial catastrophe It becomes chalienging for a country with excessive debt for the government to debt is viewed as an expenditure (Zhou et al., 2021). Overborowing is the root cause of manufacturing bankruptcy and financial disaster for both individual families and businesses. A nation with significant debt finds it difficult for its government to provide basic services to its citizens. The portion of receivables that are no longer recoverable, typically from loans or accounts receivable, is referred to as "bad debt" in financial accounting and finance. Bad debt is considered an expense in accounting (Inanga, 2001).
There is a debtor-creditor connection when there is a legitimate and enforceable obligation to pay a certain amount of money. Additionally, it has to be considered that the debt in question has no value. This differentiation is broken down into levels that can be collected. It is necessary to assess the qualifying debt to determine if it is totally or partially worthless. Even if a debt is only half worthless, it can still be collectible in the future. A debtor's credit score, health, and other circumstances are all taken into account (Zhou et al., 2021). It seems sense to be concerned about the high and steadily growing debt levels, which begs the issue of what the real consequences of this sharp rise in debt levels are. When does its detrimental effect become apparent? A recognised account receivable that is not likely to be paid is referred to as a bad debt and should be quickly written off. On the other hand, a questionable debt has the potential to turn problematic in the future, therefore you might need to set aside funds for questionable accounts Taku & Giles. 2017) According to Taku and Giles (2017), a precise bad debt accounting item for debtors can provide a helpful baseline for resolving debt-related difficulties. Bad debt is worthless to the creditor as it cannot be recovered. This occurs following every attempt to collect the loan. Bad debt usually arise when a debtor files for manufacturing bankruptcy or when the amount that may be recovered outweighs the expense of collecting the debt. 
Increasing profits is one of the primary objectives of manufacturing organizations. Corporation tax, depositor interest, employee compensation, dividend payments to shareholders, and other expenses must all be made. Consequently, manufacturing companies can only contribute in a meaningful way if they turn a profit. Profitability is essential for a manufacturing company to stay in business and give its investors a reasonable return. But even in a riskier business climate, managers must also make sure that solvency ratios are more durable (Ogunbiyi, &lhejirika, 2014). Profitability is a deposit banking's first line of defense against unanticipated losses as it fortifies its capital position and increases future profitability via the investment of retained earnings. A losing business will eventually run out of funds, endangering the interests of both debt and equity investors. Furthermore, as protecting and growing money for owners is the main objective of any profit-seeking organization, the manufacturing firm's return on equity (ROE) must be greater than its cost of equity in order to produce shareholder value. Profitability is, therefore, the driving force behind all businesses and the main indicator of their success. Another distinctive feature of manufacturing businesses is their ability to raise capital. Manufacturing profitability is not just a measure of performance but also a necessary condition for successful competitive manufacturing and efficient application of monetary policy. The strength and stability of manufacturing enterprises, as well as financial crises, are largely determined by manufacturing profitability. The profitability of a manufacturer can be impacted by two things internal and external debt (Mbabazze, Turyareeba, Anoimugsha & Rumanz 2020) The study motivated the interest of the researchers to examine how bad debts affect the profitability deposit money bank in Nigeria. 
1.2	Statement of the Problem
The fragile nature of the banking industry stems from the fact that client deposits account for almost 859% of their liabilities (Vasudevan et al., 2019). Customers' deposits are converted into loans by the banks, and for most banks, these loans are a significant source of revenue. Nonetheless, the banks and deficit entities are exposed to significant risks as a result of this move. These days, banks are putting forth a lot of effort to draw in the vast majority of non-customers. The bank's surplus and deficit units have increased as a result of this. Numerous banks have extended advances and loans that were unrecoverable in an effort to boost income and capture a sizable chunk of the market, which has resulted in a sharp increase in the amount of non-performing loans (NPLs) in their accounts. Banks and other stakeholders are starting to get concerned about this scenario (Tuladhar, 2017). The banking industry's recent actions are also distinctive: some are working hard to launch new deposit products with high interest rates, while others are attempting to draw in customers by cutting lending interest rates. The level of competition is sufficiently strong, although Nepal Rastra Bank is reducing the range of services offered by implementing new policies (such as limits on margin lending, distribution of gifts and prizes, and revised capital adequacy (Li & Zoa, 2014). Credit risk is one of the many hazards that affects banks' bottom lines. This thesis main goal is to ascertain if credit risk affects Nepal's commercial banks' profitability. Poudel (2012) found that there is an inverse relationship between profitability and bad debt. It is of great interest to study the effect bad debit on profitability of commercial banks
1.3	Objectives of the Study
The main objective of the study is to determine the effect of bad debt on profitability of Nigeria deposit money banks. Other objectives of the study include,
1. To determine the effect of bad debts on the profitability of deposit money bank in Nigeria.
2. To evaluate the factors that lead to debt of deposit money bank in Nigeria
3. To ascertain if there is significant relationship between bad debts on the profitability of deposit money bank in Nigeria
4. To predict the ways of reducing bad and doubtful debt in deposit money bank in Nigeria.
1.4	Research Questions
The following questions will guide this study,
1. What is the determine the effect of bad debts on the profitability of deposit money bank in Nigeria?
2. What are the factors that lead to debt of deposit money bank in Nigeria?
3. Is there a significant relationship between bad debts on the profitability of deposit money bank in Nigeria?
4. What are the ways of reducing bad and doubtful debt in deposit money bank in Nigeria?
1.5	 Research Hypotheses
The following were hypothesized in this study;
Hypothesis one
HO1: There is no significant effect between bad debts on the profitability of deposit money bank in Nigeria.
HO2: There is a significant effect between bad debts on the profitability of deposit money bank in Nigeria
Hypothesis two
HO1 There no significant effect between debt ratios on the profitability of deposit money bank in Nigeria 
HO1 There is a significant effect between debt ratios on the profitability of deposit money bank in Nigeria
Hypothesis three
HO1: There is no significant effect between credit sales and profitability of deposit money bank in Nigeria
HO1: There is a significant effect between credit sales and profitability of deposit money bank in Nigeria
Hypothesis Four
HO1: There is no significant relationship between bad debts and the profitability of deposit money bank in Nigeria.
HO1: There is a significant effect between bad debts and the profitability of deposit money bank in Nigeria.


1.6	Significance of the Study
The success and prosperity of the bank heavily depends upon the successful implementation and investment of collected resources, which develops the economy of the country. Good investment policy of the bank has positive impact on economic development of the country and vice versa. An investment in any funds is made to have some positive return. Nobody is ready to bear risk without any return but to have returned one must be ready to face some risk. In Nepalese context, very few studies have been made and there is no specific magazines and articles on the topic So the study will be more significant for the exploring and increasing stock investment.
This study is mainly concerned with position of profitability and credit risk indicators and impact of credit risk on profitability. This study is important for credit performance analysis of any banking sectors because it is only one measure to evaluate prosperity or recession of organization. After having the real knowledge of indicators of financial performance any shareholder can decide what they ought to do.
Similarly, any concerning bodies will be benefited to study whole organization. So this study will be fruitful for those who want to know about selected sample banks in financial concern. Moreover, this study can also be used by government bodies, investors, competitors.
1.7	Scope of the Study
The study is limited on the effect of bad debt on profitability of Nigeria deposit money banks. Data from this study were gotten from employees from all the first Bank in Lagos
State.
1.8	Operational Definition of Terms
Debt: Debt is a sum of money owned by one person called debtor to the other person called the creditor. It is described as the obligation to make further payment. It is the credit received by a borrower from a pure lending or financial institution or a private money lender against a promise to make future payment here are three types of debts, i.e. bad debt, good debt and doubtful debt.
Bad Debts: Bad debts are those which are not recoverable, accordingly, they are written off as losses they are debts which are considered unrecoverable and are written off in the profit and loss account of a particular concern. The losses arising from bad debts should be recognized as soon as possible and written off the value of the debtors. The reason for the customer's failure to pay may be due to financial difficulties, his absconding or absolute misuse of fund.
Good Debts: This is a sure which is sure to be paid. It is a debt that is certainly recoverable. This is the best form of debt as the lender is adequately sure of receiving his interest and principal amount. Any bank would prefer this kind of debt. It does not only enhance their profitability but also ensure regulating of recovered money as loans and advance, to other investors in the country and hence ensure steady economic growth.
Doubtful Debt: Doubtful debt are those debt that have the potential or high chances of not being recovered. The question of doubtful debt is examined only at the end of each year when the accountant is measuring the income of the year against expenditure. An attempt is usually made to eliminate all those accounts considered bad of the remaining debtors, some may ultimately prove to be bad, but there may be reasonable grounds for hoping that all remaining debtors will settle accounts.
1.9	Plan of the Study
The research work is divided into five chapters for clarity purposes.
Chapter one consist of introduction, statement of problem, objective of the study, research hypothesis, research question, significant of the study., scope and limitation of the study, definition of terms and plan of the study.
Chapter two discusses the literature review, introduction, conceptual review, theoretical review, empirical review, and gaps in literature
Chapter three highlight research methodology, source of data, purpose of the study, sample size, method of data collection and method of data analysis,
Chapter four discusses the data presentation, analysis and interpretation of data.
Chapter five which is the last chapter talks about summary, conclusions and recommendations, summary of report, conclusions and recommendation.


CHAPTE TWO
LITERATURE REVIEW
2.1 Conceptual Framework
2.1.1	Process of Credit Management
The process of credit management begins with accurately assessing the credit-worthiness of the customer base and his/her business viability. This is particularly important if the company chooses to extend some type of credit line or revolving credit to certain customers. Hence, proper credit management is setting specific criteria that a customer must meet before receiving the proposed credit arrangement. As part of the evaluation process, credit management also calls for determining the total credit line that will be extended to a given customer.
Several factors are used as part of the credit management process to evaluate and qualify a customer for the receipt of some form of commercial credit. This includes gathering data on the potential customer’s current financial condition, including the 12 current credit track record that discloses the character of a customer in meeting obligations as well as collateral value. The current ratio between income and outstanding financial obligations will also be taken into consideration. Competent credit management seeks to not only protect the bank or any financial institution involved from possible losses, but also protect the customer from creating more debt obligations that cannot be settled in a timely manner. When the process of credit management functions efficiently, everyone involved benefits from the effort. The financial institution such as banks has a reasonable amount of assurance that loans granted to a client will be paid back within terms, or that regular minimum payments will be received on credit account balances. Customers have the opportunity to build a strong rapport with the creditor and thus create a solid credit reference
2.1.2 Bad Debt
It can be simply said that a debt is what is owned to another. A debt can also be described as an obligation to make future payment. A debt has been also defined as money, goods, service owing to another by the virtue of an agreement expressed or implied giving rise to a legal duty to pay.
More technically put, a debt is a credit received by a borrower by a pure lender who may be formal or informal institution against the borrower promise to make future payment. Credit is usually given be the lender to the borrower in anticipation for the borrower abiding by the agreement in the transaction that he will satisfy his obligation to the lender. Due to one of quite a number of reason (which are latter discussed) the debtor might fail to meet his obligation thus creating a bad debt. However, competent manager is in his lending practice, there is a doubt that from time to time, a bad debt will arise on their payment of their advance and will become doubtful. According to Nwachukwu (1993) average performance, measure as a provision for bad debt total loan outstanding increased from 12.91 in 1992 to 13.34 percent in 1993 for the money deposit bank. This means that in 1993 for example, thirteen out of one hundred Naira worth of loan in considered unrecoverable. In addition, Anayo, (1994) said across various money deposit bank, provision for bad debt account as a proportion of net income has risen from about 50% to 90% from 1992 to 1993. This scenario indicates that the role of non-recovered loan and advance has been raised at an alarming rate.
Some recent result depict a groper trend and suggest that this undesirable situation will probably continue unless positive steps are taken to arrest it by enhancing the quality of banking lending decision process. However, the ability of the commercial industry to attain to this objective required understanding of the nature of lending decision task under the condition of uncertainty. As well as the factor, which may influence the bank loan officer in the process of some decision aid that could enhance the degree of professionalism and thus the judgment accuracy of the bank loan officers. Most bad debt pass through the doubtful stage prior to a real loss of money occurring and there is a lot of reason for the lending becoming unsatisfactory. In most cases the bad debt become bad and they are not repaid.
The dictionary for accountant offers a more technical explanation for bad debt as follows:
(a) An uncollectable receivable.
(b) Specific receivable determine to be uncollectable either in whole or in part because of the debtor cannot pay or the creditor find it impracticable to enforce and is charge to profit and loss or he is charge to a reserve allowance in bad debt. More of such of reserve maintained.
(c) The account to which it is charge periodically, usually with an offsetting credit to a reserve or allowance to a bad debt, the estimate loss form uncollectable account base for example a percentage of (credit) sale for the period, a percentage of the outstanding account at the end of the period or the review of the individual account in each cases, any balanced remaining in the rest from the past periods taken into consideration is a provision for the bad debt. Asechemic in his comment on the potential guideline for the license banks made the following consideration. The fifth schedule of the banking decree of
2.1.3 Constraints of Lending
Economic factors: when the economic condition is not favourable Liquidity constraints: when there is inadequate liquidity in bank
Regulatory framework: when there is change in regulatory policy it affects banks
Interest rate constraint: when interest rate is high bank lending is discouraged Government consent required for mortgage of land it takes time and excessive change for it to be obtained.
Delay in administration of justice
Under technicalities and requirement for taking security
2.1.4 Forms of Credit
Credit can be classified into the following forms: 
i. Overdraft – An overdraft is an open ended credit facility which is repeatedly used until the balance on the account reaches a certain pre-arranged borrowing limit. Theoretically, it is payable on demand but in practice, it may run from year to year without being called in. it is used mainly to finance working capital requirement of raw materials, payment of pressing current liabilities like salaries, creditors and taxes. According to Onanuga (1998) overdraft can be issued to overcome difficult periods like payment of school fees, medical bills, expenses during festivals etc. It is created by allowing the account holder to withdraw a certain amount in excess of the amount standing to the credit of his account. It is short term in nature, non-specific and normally made available to meet general trading requirements. 
ii. Advances – Nwanko (1987) defined advances as any facility apart from overdrafts and loans, granted to a customer for a short period of time by means of which the customer obtains cash or credit in advance of collection by the bank of relative counterpart funds from another bank’s third party. It is a short term credit extension which is granted for a definite period usually 30 and 180 days. Advances are usually granted for a specific purpose, for example, payment of various collections, refinancing of maturing loans, project bridging finance, refinancing of letters of credit for project equipment imported etc. The exact maturity date of an advance is normally determined at the onset and this makes it possible for the project to have a lower interest charge on the advance due to the reduced risk. 
iii. Loan – According to Agene (1995), a loan is regarded as a financial assistance rendered by a bank to its customers in monetary term and repayable over a specific period of time with interest element. Unlike overdraft facility which is a short term credit, loan may be medium or long term for the finance of fixed assets acquisition. Loans and advances are important sources of bank revenue as it yields the bulk of the bank’s revenue. They constitute the highest percentage of the total assets of a bank as can be seen below from an extract of Zenith Bank’s financial statement.
2.1.8 Canons of Lending Character: The character of the borrower is a paramount factor to be considered in any lending decision. It is a total factor, which is sometime considered to be superior to the other Cs for lending. It is highly subjected to the extent that it rests on ethics. Character is said to encompass other virtues like honesty, liability, and integrity, trust worthiness, morality and courage. The extent to which the borrowers pose this good virtue would determine whether or not a loan decision would be in his favour. Capital: Capital is an essential requirement for nay business. It is importance that bank customers or borrowers do not have mistake in their own business before going to the bank for loans. This is because customers who have none of his money to lose is likely to be more careless than one who have capital (probably his life saving) is tied to the business. Capital is the measures of credit that may be granted to those have the right to borrow. Capacity: The past performances of customer will give an insight into whether he has technical and management capacity to execute the project for which credit is being requested. Establishing the capability of the loan seeker involves the credit officer’s perception of the liability of the proposed project in mobilizing enough fund for repayment in establishing the possibility of the project being self-liquidation Condition: This consider the external micro-environment and the attendant force over which the borrower has no control. This can render a good credit today bad in future if condition becomes in favorable to business. For example, government policy reversal, technological change, terrorist attack etc. can jeopardize the objective of taking loan.
Duration: This is the length of time for which the customer require the loan. Bank is expected to be liquid on demand. This is the reason why some banks cannot afford to lend on long term. It is therefore very germane for any banking institution in performing its lending function to consider liquidation, cost, profitability, convenience and confidence since all these serve as coeds with which customer are tied to their bankers.
Collateral: This means any security (other than the personal security such as the guarantee) taking by the bank when making an advance to a borrower or customers and what it is entailed to claim in the event of default.
2.2	Theoretical Framework
2.2.2	Arbitrage Pricing Theory (APT)
A more interesting alternative was the Arbitrage Pricing Theory (APT) of Ross (1976).
Stephen Ross's APT approach moved away from the risk vs. return logic of the CAPM, and exploited the notion of pricing by arbitrage to its fullest possible extent. As Ross himself has noted, arbitrage-theoretic reasoning is not unique to his particular theory but is in fact the underlying logic and methodology of virtually all of finance theory. This theory subscribes to the fact that an estimate of the benefits of diversification would require that practitioners calculate the covariance of returns between every pair of assets. In their Capital Asset Pricing
Model (CAPM), Morris (2001) solved this practical difficulty by demonstrating that one could achieve the same result merely by calculating the covariance of every asset with respect to a general market index. With the necessary calculating power reduced to computing these far fewer terms (betas), optimal portfolio selection became computationally feasible.
2.3	Empirical Review
The transaction motive theory of trade credit suggests that businesses should provide trade credit by reducing the cost of administering invoices between suppliers and buyers undertaking regular exchanges of goods and services (Nilsen, 2002). Manufacturing firms face strong seasonality and uncertainty in the demand for their products and may have to build up large inventories in order to maintain their production levels. By offering credit, firms may be able to manage their inventory positions better and reduce warehousing costs.
Financing advantage theories on the other hand suggest that the firm that provides credit to its customers has an advantage over other credit providers in assessing the credit worthiness of his customers (Chee & Smith, 1999; Nilsen, 2002).
It may be noted that credit policy is a rare area of research. Kalunda et al. (2012) carried out a study on pharmaceutical manufacturing companies in Kenya and their credit risk management practices. They used a semi structured questionnaire to solicit information from finance managers or credit controller. They found that the most important factors considered in establishing a credit policy is the financial stability of the customer and existing credit policy. Most widely used credit risk management practices are debt collectors, letter of credit, and credit insurance and factor of debt. When dealing with difficult customers’ accounts are put on hold and stop future sales till the account is settled Ojeka (2012) studied four manufacturing companies in Nigeria. He used annual reports and accounts of selected companies as well as questionnaire. His findings revealed that when a company’s credit policy is favorable, liquidity is at a desirable level. He further found that the companies that monitor and regularly review their credit policy and reduce cash discount allowances perform quite well in terms liquidity position and profitability.
Uremadu, Egbido and Enyi (2012) carried out a study in Nigeria on working capital management, liquidity and corporate profitability in the manufacturing firms that were quoted. The study used a cross sectional time series data for the period 2005 - 2006. Debtors‟ collection period was used as proxy or credit policy and represented the length of time it takes the companies to collect proceeds of sales from their debtors. The study established a distorted and non-significant relationship of debtors‟ collection period with the level of corporate profitability cum liquidity among quoted companies in Nigeria.
The study critically examines the relationship between credit management, liquidity position and profitability of some selected banks in Nigeria using annual data of ten banks over the period of 2006 to 2010. Time series properties of all variables used in the estimation were examined through Augmented Dickey Fuller (ADF) test in order to obtain reliable results. It shows that all the variables were stationary and significant at first differences. The results from Ordinary Least Square (OLS) estimate found that current ratio is positively related to debt ratio and significant at 1% level. This confirms the alternative “risk absorption” hypothesis, which stipulates that efficient credit management enhances firms’ ability to create liquidity. In addition, the result shows that ROA has significant positive effect on current ratio confirming the “financial fragility – crowding out” hypothesis which stipulate that the ability of firms’ to maintain certain degree of liquidity reduces firms’ profitability enhancement. This conclusion has important policy implications for emerging countries like Nigeria as it suggests that when a company’s credit policy is favourable, liquidity is at a desirable level and lastly, the findings revealed that companies should ensure the monitoring and regular review of their credit policy and the allowance of cash discounts should be minimized as much as possible.
2.4	Research Gap
Despite several studies examining the relationship between bad debt and profitability in the Nigerian banking sector, there remains a significant gap in institution-specific analysis, particularly concerning Union Bank of Nigeria. Most existing literature tends to generalize findings across the banking sector without disaggregating the effects at the level of individual banks, which can obscure key operational differences and risk management practices. Furthermore, much of the existing research relies on outdated financial data or focuses primarily on the post-2008 global financial crisis era, with limited attention paid to recent regulatory reforms, technological advancements in credit risk management, and the impact of COVID-19 on loan performance.
This study aims to bridge this gap by providing a focused, up-to-date empirical analysis of how bad debts specifically affect the profitability of Union Bank of Nigeria, considering both internal management practices and external economic conditions over a defined recent time frame. The findings are expected to offer more nuanced insights that can guide policy and managerial decisions at the bank-specific level.






CHAPTER THREE
RESEARCH METHODOLOGY
3.1	Research Design
A research design is a blue print for the collection, measurement and analysis of data.
Research design is a master for executing a research project. It is an outline or a scheme that serves as a useful guide to the researcher in his effort to generate data for the study. The expost facto research design was employed for this study. It involves the use of data of variables which the researcher cannot change or manipulate.
3.2	Sources of Data
The data used in this research work was mainly secondary data for the study effects on credit management and bank debt on the growth of Nigeria deposit money bank from the period of 2005 – 2022. The data were collected from CBN annual reports and statement of account, CBN statistical bulletins, text books and internet. The choice of secondary data was made since it is more accurate and time saving. However, there is no doubt to conceive on the reliability of secondary data used, but the possibilities of random errors were not neglected.
3.3	Population of the Study
The population of the study consists of all Deposit Money Banks (DMBs) in Nigeria, which are licensed to operate by the Central Bank of Nigeria (CBN). There are several DMBs in Nigeria, including both foreign and indigenous banks. However, the study will focus on selected banks that have available data for the years under consideration (2015 and 2021). The selection of banks will ensure a representative sample of the industry, enabling a more comprehensive analysis of the impact of fraud on bank performance and considered healthy as at 2021. Therefore the population of the study is 55. 

3.4	Sample Size and Sampling Techniques
The sample size for this was carefully selected and minimizes so as to produce a valid result. Precisely, key personnel officers formed the sample size for the study the relation behind this, a carefully chosen sample will produce valid result than two large a sample, which lead to disruption of fact.
3.5	Methods of Data Collection (Instrument) 
Data collection is the process of obtaining unprocessed facts and figures from the sample population for analysis and also from research report and other relevant materials on the subject. The questionnaire and interview technique would be used.
The questionnaire method is used for this study due to its flexibility, easy data gathering and relative affordability for the researcher and case of analysis and presentation of data. For these reason, the questions and phrases were in a simple language easily understood and interpreted. 
3.6	Methods of Data Analysis
Data analysis technique is the method applied in the breaking down and ordering of the quantitative information gathered through research study.
The data collected for the purpose of the study were carefully and appropriately analyzed. After the data were collected from the respondents through the questionnaire, the responses were analyzed using simple percentages after which explanations are given to buttress the analysis and produces answer to the research questions.
3.7	Limitations to Methodology
There are several limitations to this study:
· Availability of Data: Access to comprehensive and accurate data on fraud cases and financial performance indicators from Nigerian banks may be limited. Some banks may not provide all the required data.
· Reliability of Secondary Data: The data collected from secondary sources may have inherent limitations related to reporting accuracy or timeliness.
· Generalizability: The results of this study may not be fully generalizable to other countries or banking systems due to the unique nature of the Nigerian banking environment.

CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRETATION
4.1	Introduction
	This research work examined the Effects of Bad Debts on the Profitability of Nigeria Deposit Money Bank. In this chapter, the test of hypotheses will focus on the data extracted from returned questionnaires using the statistical tools discussed in chapter three. A total of 55 questionnaires were distributed for the purpose of executing the research objectives, out of which all are completely and correctly filled were retrieved for data analysis. It is also worth stating here that all tests of hypothesis in this research will be carried out using a level of significance of 0.05 (i.e. 5%).
4.2 	Sample Size Returned
	Table 4.2.1: Sample Size Returned and Unreturned

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Returned
	55
	100.0
	100.0
	100.0

	
	Unreturned
	0
	0.0
	0.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
Table 4.2.1 show that out of the 55 copies of questionnaires distributed to some selected customers and staff of Union bank, all were returned as duly completed and used for further statistical analysis, and by implication the response rate was very good which enhance the accuracy of the results and findings in this study.
4.3	Demographic Characteristics
This section presents the socio-demographic information of the respondents presented in frequencies tables and percentages. The study found it crucial to provide evidence of demographic data since it was deemed necessary to obtain such information on account that the respondents background sometimes is clear indicator of factors that may have economic relation to the nexus between Bad Debt on the profitability of Nigeria Deposit Money Bank. The analysis relied on this profile information of the respondents so as to relate the relevance of the socio-economic background of the respondents to the study objectives.

	
Table 4.3.1 AGE

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	18-25
	16
	29.0
	29.0
	55.0

	
	26-34
	29
	55.0
	55.0
	6.0

	
	35-44
	4
	6.0
	6.0
	10.0

	
	45 and Above
	6
	10.0
	10.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
16 respondents representing 29% indicate by specifying their age between 18-25 years, 29 respondents representing 55% indicate their age between 26-34 years, 4 respondents specifying between 35-44 representing 4%, while 6 respondents representing 10% indicate their age above 45 and above. This directly implies majority of respondents are matured adults above 26-34 years and were able to provide objective responses in the study especially on issue pertaining to the Bad debt on the profitability of Nigeria Deposit Money Bank (DMB) in the selected banks.
	Table 4.3.2 GENDER

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	MALE
	15
	30.0
	30.0
	70.0

	
	FEMALE
	40
	70.0
	70.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
15 respondents representing 30% were male, 40 respondents representing 70% were female. This means the study get the opinion responses of more females than males in the study which also implies that the banking industry required more service of males than females in the study location. 





	Table 4.3.3OCCUPATION


	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	STUDENT
	15
	25.0
	25.0
	60.0

	
	BUSINESS OWNER
	30
	60.0
	60.0
	15.0

	
	GOVERNMENT OFFICIAL
	10
	15.0
	15.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
15 respondents representing 25% indicate by specifying student, while 30 respondents representing 60% indicate business owners. 10 respondents indicate government official.

	Table 4.3.4 HIGHEST LEVEL OF EDUCATIONAL

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	PRIMARY
	7
	4.0
	4.0
	24.0

	
	SECONDARY
	12
	24.0
	24.0
	72.0

	
	TERTIARY
	36
	72.0
	72.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
7 respondents representing 4% were primary holders, 12 respondents representing 24% indicate they are certificate holders, 36 respondents specifying representing 72% were degree holders.  This means that the literacy cut across the selected bank and they were well enlightened about the study objectives.
	Table 4.3.5 LOCATION

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	URBAN
	2
	4.0
	4.0
	24.0

	
	RURAL
	17
	24.0
	24.0
	72.0

	
	SUBURBAN
	36
	72.0
	72.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
2 respondents representing 4% were in urban area, 17 respondents representing 24% indicate rural area, 36 respondents specifying representing 72% were in suburban.

4.4	Presentation and Analysis According to Key Questions
SECTION A
TABLE 1: AGE?
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	18 – 25 years 
	19
	29.0
	29.0
	60.0

	26 – 35 years
	31
	60.0
	60.0
	11.0

	36 – 45 years
	5
	11.0
	11.0
	100.0

	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
Table 1 above shows 19 (29%) of the respondents are within the ages of 18-25years, 31 (60%) are within the ages of 26 – 35 years, while 5 (11%) are within the ages of 36 – 45 years.
TABLE 2: GENDER?
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	MALE
	15
	30.0
	30.0
	70.0

	FEMALE
	40
	70.0
	70.0
	100.0

	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
Table 2 above shows that 15 (30%) of the respondents are males while 40 (70%) are females.
TABLE 3: OCCUPATION?
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	STUDENT
	15
	25.0
	25.0
	60.0

	 BUSINESS OWNER
	30
	60.0
	60.0
	15.0

	GOVERNMENT OFFICIAL
	10
	15.0
	15.0
	100.0

	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
Table 3 above shows 15 (25%) of the respondents are student, 30 (60%) are business owner, while 10 (15%) are government official.





SECTION B
Q1. Bad debts have a significant impact on the profitability of Union Bank?
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	STRONGLY DISAGREED
	2
	4.0
	4.0
	4.0

	
	DISAGREED
	1
	2.0
	2.0
	6.0

	
	NEUTRAL
	3
	6.0
	6.0
	12.0

	
	AGREED
	24
	48.0
	48.0
	60.0

	
	STRONGLY AGREED
	25
	40.0
	40.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
In this table, a large number of respondent 48% were in support of the statement, 1% disagree and 3% were neutral.
Q2. The level of bad debts in Union Bank affects its ability to lend to customers?
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	STRONGLY DISAGREED
	2
	4.0
	4.0
	4.0

	
	DISAGRRED
	3
	6.0
	6.0
	10.0

	
	NEUTRAL
	8
	6.0
	6.0
	16.0

	
	AGREED
	8
	16.0
	16.0
	32.0

	
	STRONGLY AGREED
	34
	68.0
	68.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
2 of the respondents representing 4% strongly disagreed that level of bad debts in UBA affects ability to lend to customer. 8 respondents representing 16% agreed, while 8 respondents representing 6% were neutral.







Q3. The high level of bad debts in Union Bank reduces its profitability?
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	STRONGLY DISAGREED
	1
	2.0
	2.0
	2.0

	
	DISAGREED
	3
	6.0
	6.0
	8.0

	
	NEUTRAL
	2
	4.0
	4.0
	12.0

	
	AGREED
	15
	20.0
	20.0
	32.0

	
	STRONGLY AGREED
	34
	68.0
	68.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025	
15 respondents representing 20% agreed with this statement. Also 3 respondents representing 6% disagree, while 2 respondents representing 4% were neither agree nor disagree. This means that the majority of respondents strongly agreed to the high-level bad debts in Union Bank reduces its profitability. 
Q4. Union Bank’s profitability is negatively affected by the provisioning for bad debts?
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	STRONGLY DISAGREED
	2
	4.0
	4.0
	4.0

	
	DISAGRRED
	3
	6.0
	6.0
	10.0

	
	NEUTRAL
	10
	10.0
	10.0
	20.0

	
	AGREED
	18
	36.0
	36.0
	56.0

	
	STRONGLY AGRRED
	22
	44.0
	44.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
2 respondents representing 4% strongly disagreed to this statement. Also 18 respondents representing 36% agreed, while 10 respondents representing 10% were neutral. 






[bookmark: _Hlk196140428]Q5. Union Bank has effective risk management strategies in place to minimize bad debts?
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	STRONGLY DISAGREED
	1
	2.0
	2.0
	2.0

	
	DISAGREED
	3
	6.0
	6.0
	8.0

	
	NEUTRAL
	1
	2.0
	2.0
	10.0

	
	AGREED
	26
	42.0
	42.0
	52.0

	
	STRONGLY AGREED
	24
	48.0
	48.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
1 respondent representing 2% strongly disagreed. 26 respondents representing 42% agreed, while 1 respondent representing 2% were neutral. This means that the majority of respondents supported this claim.

Q6. The bank’s credit assessment process is robust enough to prevent bad debts?
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	STRONGLY DISAGREED
	3
	6.0
	6.0
	6.0

	
	DISAGREED
	7
	4.0
	4.0
	10.0

	
	NEUTRAL
	2
	4.0
	4.0
	14.0

	
	AGREED
	22
	44.0
	44.0
	58.0

	
	STRONGLY AGREED
	21
	42.0
	42.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
7 respondents representing 4% disagreed that bank’s credit assessment process is robust enough to prevent bad debts. Also 22 respondents representing 44% agreed, while 2 respondents representing 4% were neutral. This means that the majority of respondents supported this statement.






Q7. Bad debts have a significant impact on Union Bank’s financial performance?
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	STRONGLY DISAGREED
	2
	4.0
	4.0
	4.0

	
	DISAGREED
	2
	4.0
	4.0
	8.0

	
	NEUTRAL
	2
	4.0
	4.0
	12.0

	
	AGREED
	19
	38.0
	38.0
	50.0

	
	STRONGLY AGREED
	30
	50.0
	50.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
2 respondents representing 4% disagreed that bad debts have a significant impact on Union Banks financial performance. Also 19 respondents representing 38% agreed, while 2 respondents representing 4% were neutral. This means that the majority of respondents support the claim that bad debts have a significant impact on Union Banks financial performance.
Q8. The bank’s return on assets (ROA) and return on equity (ROE) are affected by bad debts?
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	STRONGLY DISAGREED
	2
	4.0
	4.0
	4.0

	
	DISAGREED
	8
	6.0
	6.0
	10.0

	
	NEUTRAL
	2
	4.0
	4.0
	14.0

	
	AGREED
	16
	32.0
	32.0
	46.0

	
	STRONGLY AGREED
	27
	54.0
	54.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
2 respondents representing 4% strongly disagreed to this statement. 16 respondents representing 32% agreed, while 2 respondents representing 4% were neutral. This means that the majorities (54%) of respondents believed this statement.
Q9. Union Bank should strengthen its credit risk management policies to reduce bad debts?
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	STRONGLY DISAGREED
	2
	4.0
	4.0
	4.0

	
	DISAGREED
	3
	6.0
	6.0
	10.0

	
	NEUTRAL
	2
	4.0
	4.0
	14.0

	
	AGREED
	8
	16.0
	16.0
	30.0

	
	STRONGLY AREED
	40
	70.0
	70.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
3 respondents representing 6% disagree to this statement. 8 respondents representing 16% agreed, while 2 respondents representing 4% were neutral. This means that the majority of respondents believe Union bank should strengthen its credit risk management policies to reduce bad debts.

Q10. The bank should diversify its loan portfolio to minimize the impact of bad debts?
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	STRONGLY DISAGREED
	2
	4.0
	4.0
	4.0

	
	DISAGREED
	3
	6.0
	6.0
	10.0

	
	NEUTRAL
	1
	2.0
	2.0
	12.0

	
	AGREED
	12
	14.0
	14.0
	26.0

	
	STRONGLY AGREED
	37
	74.0
	74.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
2 respondents representing 4% strongly disagree that the bank should diversify its loan portfolio to minimize the impact of bad debts. 12 respondents representing 14% agreed, while 1 respondent representing 2% were neutral. This means that the majority of respondents support the claim that the bank should diversify its loan portfolio to minimize the impact of bad debts.
Q11. How does Union Bank’s lending policy contribute to bad debts?
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	STRONGLY DISAGREED
	3
	6.0
	6.0
	6.0

	
	DISAGREED
	1
	2.0
	2.0
	8.0

	
	NEUTRAL
	2
	4.0
	4.0
	12.0

	
	AGREED
	23
	46.0
	46.0
	58.0

	
	STRONGLY AGREED
	26
	42.0
	42.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
3 respondents representing 6% strongly disagree. 23 respondents representing 46% agreed to the statement, while 2 respondents representing 4% were neutral. This means that the majority of respondents support the claim that Union Bank’s lending policy contribute to bad debts.


Q12. Do you think the regulatory framework in Nigeria is effective in preventing bad debts in banks?
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	STRONGLY DISAGREED
	2
	4.0
	4.0
	4.0

	
	DISAGREED
	1
	2.0
	2.0
	6.0

	
	NEUTRAL
	3
	6.0
	6.0
	12.0

	
	AGREED
	29
	48.0
	48.0
	60.0

	
	STRONGLY AGREED
	20
	40.0
	40.0
	100.0

	
	Total
	55
	100.0
	100.0
	


Source: SPSS Computation, 2025
1 respondent representing 2% disagreed to this statement. Also, 29 respondents representing 48% agreed, while 3 respondents representing 6% were neutral. This means that the majority of respondents support the claim to the statement. 
4.5	Hypotheses Testing

H02: 	There is a significant effect between bad debts on the profitability of deposit money bank in Nigeria.
Table 4.5.1: Model Summary
	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.663a
	.440
	.435
	.57610

	a. Predictors: (Constant), Bad Debts



To assess the extent of effect of bad debts on profitability of deposit money bank of Nigeria. Simple linear regression analysis was carried out. The model summary in table above indicates the value of the correlation coefficient R= .663 and the adjusted R- square = .435 which is just so close to R- square = .440 depict the fact if the model were derived from the population rather than a sample it would account for approximately 0.5% less variance in the outcome. Thus, the aggregated effects of bad debts on profitability on deposit money bank of Nigeria this explained by the value of the R square, which indicates that 44% increase in profitability on deposit money bank of Nigeria is accounted specifically by the bad debts of the selected bank and not more than 56% explained by other factors not included in this model. These factors include industrial policies etc.
	Table 4.5.2: ANOVAa

	Model
	Sum of Squares
	Df
	Mean Square
	F
	Sig.

	1
	Regression
	24.360
	1
	24.360
	37.768
	.000b

	
	Residual
	30.978
	48
	.645
	
	

	
	Total
	55.338
	49
	
	
	

	a. Dependent Variable: Profitability on Deposit Money Bank of Nigeria

	b. Predictors: (Constant), Bad Debts 


ANOVAs table above test whether the model is significantly better at predicting the outcome than using the mean as a ‘best guess’. Specifically, the F-ratio (37.768) represents the ratio of the improvement in prediction that the results from fitting the model (labeled ‘Regression’ in the table), relative to the inaccuracy that still exists in the model (labeled ‘Residual’ in the table).  And by dividing the regression sum of square value by the Total sum of square in the table, indicating a significant relationship by returning the value of R2=0.440, and the fact that the final model is significantly improve our ability to predict the outcome variable. However, the significant value of P (0.000) is smaller than (0.05) which means that the independent variable (Bad debts) is positively related with the dependent variable (Profitability on Deposit Money Bank of Nigeria). Hence, it is posited that there is significant relationship between Bad debts and Profitability on deposit money bank of Nigeria that 5% level of significant.
	Table 4.5.3: Regression Coefficients

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	T
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	-.381
	.150
	
	-2.495
	.000

	
	Bad debts
	.702
	.162
	.663
	4.333
	.001

	a. Dependent Variable: Profitability on Deposit Money Bank of Nigeria


Based on the R square explained above, the independent variables explain 44% of the variance of depended variable “Profitability on deposit Money Bank of Nigeria”. Using non- standardized weight of regression, simple regression of equation can be presented as below:
Ŷ = -0.381 + 0.702x1 + εi
Ŷ = dependent variable “Profitability on Deposit Money Bank of Nigeria”
x1 = independent variable “Bad Debts” =0.702”
εi = stochastic error.
From the formula presented above, the Profitability on Deposit Money Bank of Nigeria is equal to the sum of non-standardized beta coefficients with the average of using the appropriate method and non-standardized weight constant. From the regression analysis results, the bad debts are statistically meaningful for the model. It has regression coefficient (ẞ=0.702) positive which means with the raise of the independent variable (Bad Debts) will have even raise of the dependent variable in “Profitability on deposit money bank of Nigeria”.  According to the results the statistical test for beta coefficient control the same result is taken (t1= 17.825 and p=0.001), this coefficient show that Bad debts have a huge contribution for the model in order to improve Profitability on Deposit Money Bank of Nigeria at 5% level of significant. However if the selected industry zeroing the bad debts scheme, it is likely for the Profitability on Deposit Money Bank of Nigeria to decrease by 38.1% and this might affect the organization growth as shown by the intercept (c=-0.381) of the regression line in the table
4.5 	Discussion of Findings
This study is aimed at examining the Impact of Bad Debts on Profitability on Deposit Money Bank of Nigeria (A Case Study of Union Bank of Nigeria) bank in Ilorin, Kwara State. Specifically, the first hypothesis investigated the influence of Bad debts on the growth of the selected banks.  Regression analysis was used to examine the impact of independent variable (Bad Debts) on dependent variable (Profitability on Deposit Money Bank of Nigeria). As a rule of thumb, the Pearson correlation helps in establishing issues of multi collinearity. The result of the relationship between the Bad Debts, profitability on deposit money bank of Nigeria were found to be significant 0.663* and the R2=0.440 implies that 44% increase in profitability on deposit money bank of Nigeria is explained by a 1% increase in Bad debts of the industry. The p-value = 0.000<0.005 signifies the rejection of null hypothesis in hypothesis 1 with the finding in the regression coefficient specifying the value of t>1.645 which significant at 5% level. The finding in hypothesis 1, give credence to the works of (Yi; 1990 &Cyne; 1989).

The finding in hypothesis 2 implies that bank performance has significant impact on bad debts. The simple regression analysis was also conducted to test the impact of quality of bank performance on bad debts. The results posited that 96.2% (R- square =0.962) of the variance of bad debts have been significantly explained by the increase in the bank performance by 1%. Hence the predictor (bad debts) significantly contributes to bad debts which consequently results into customer retention. Therefore, the result of hypothesis 2 supported the view of (Erikson and Vaghult, 2000) that bad debts is a central determinant that improve performance of bank. The finding further reveals the need for the banking industry to strive hard in an effort to improve in profitability on deposit money bank of Nigeria in order to redeem good image for bad debts and retention. The result proved support for the alternative hypothesis that management of selected banks typically assigns task relative to bank performance in the study area. This is really necessary due to the competitive nature of the market which assist them overcome many challenges and improved in performance in the banking industry.











CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Summary
	Loan and advances have over the year accounted for a greater proportion of the assets to the bank in Nigeria banking industry and has well been there most profitable assets
	The risk arising form bad debt have been so enormous in recent year that become necessary to research into its impact on bank profitability in Nigeria banking industry
	The study was limited to guarantee trust bank plc because of the prominence of the bank on lending activities in the country
	The major cases of bad debt identified by some author which were classified into two namely the internal causes and the external causes
	The internal cause is as a result of poor credit analysis on adherence to the principle of good lending, insufficient knowledge of customer {borrowing} activities late disbursement of loan lending on the basis of collateral security over reliance of financial data, inadequate knowledge of borrowers integrity lack of inadequate project monitoring and lack of adequate or unperfected security
	The external causes is as a result of dishonesty to the part of customer lack of management skill, financial indiscipline and change in government policies, which are regard as factor that are beyond the control of the bank
	Debt recovery strategies were also identified which industry realized the security appointing of a debt collector and through instituting legal action.
5.2 Conclusion
	Conclusion drawn form this study covered the major causes of bad debt the effective strategies for debt recovery and various measure found for prevention of bad debt in our banking industry
	The major causes of bad debt are either through external causes or internal causes. The external causes includes management skills, financial indiscipline, change in government policies and dishonesty on the part of the customers. Why the internal causes include poor credit analysis late disbursement of loan over reliance of financial data insufficient knowledge of customer activities on adherence to the principle of good lending etc.
	Therefore there is need for bank to design a strategies for debt recovery such as realization on security appointing a debt collection and institution legal action. 
	Finally, ban can prevent bad debt by ensuring adequate collateralization proper documentation of loan arrangement and servicing the debt.
5.3 Recommendation 
	Based on the finding of this study, the research consider it imperative to make the following recommendation which will go long way to reverse the present trend of bad debt in Nigeria banking industry
· In the first place the bank must ensure stringent evolution of loan proposal adequate knowledge of the customer business, monitoring of the customer business activities and adequate perfection of security
· The society of customer should not take bank  loan for their share of national cake and should strive to payback their loan as at when due
· The government also has role to play in the area of the appointment of bank direction and formulating macro economy policies capable of reversing the present economy melt down tune in the country
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