CHAPTER ONE
INTRODUCTION
1.1	Background to the Study
The banking sector plays a critical role in economic development by facilitating financial intermediation, mobilizing savings, and extending credit to individuals, businesses, and governments. Credit creation, which involves lending funds to borrowers, is a core function of commercial banks. However, effective credit management is essential to ensure that loans are repaid in a timely manner and to minimize non-performing loans (NPLs) that could erode bank profitability and stability (Adegbite, 2021). Poor credit management has been identified as one of the primary causes of banking crises worldwide, with its impact evident in financial distress, liquidity shortages, and eventual bank failures (Olawale & Adebisi, 2020).
In Nigeria, the banking sector has undergone several reforms aimed at improving credit management practices and reducing the incidence of bad debts. Regulatory bodies such as the Central Bank of Nigeria (CBN) and the Nigeria Deposit Insurance Corporation (NDIC) have introduced guidelines and policies to enhance risk assessment, loan monitoring, and recovery processes (CBN, 2022). Despite these efforts, some commercial banks continue to experience high levels of NPLs, which negatively affect their profitability and growth (Eze & Uchenna, 2019).
The Nigerian banking industry has experienced significant transformations over the years, particularly in the areas of credit policies and risk management frameworks. Regulatory bodies such as the Central Bank of Nigeria (CBN) and the Nigeria Deposit Insurance Corporation (NDIC) have introduced guidelines aimed at strengthening credit administration to reduce loan defaults and enhance financial stability. Despite these regulations, many commercial banks continue to face challenges in maintaining a balance between loan disbursement and effective risk management. As such, examining the effect of credit management on bank profitability and growth remains a relevant issue.
Credit risk is one of the major threats to bank profitability in Nigeria. When banks fail to adequately assess the creditworthiness of borrowers, they expose themselves to high levels of default risk, which leads to financial losses. High levels of bad debt not only reduce the bank’s earnings but also affect investor confidence, potentially limiting access to capital for expansion. Conversely, sound credit management practices such as strict loan approval processes, effective monitoring, and timely recovery strategies help mitigate risks and enhance profitability.
Moreover, the impact of credit management extends beyond just profitability; it also influences the long-term sustainability and expansion of commercial banks. Banks with strong credit management frameworks are better positioned to expand their operations, introduce new financial products, and attract foreign investments. In contrast, institutions with poor credit policies may struggle with liquidity issues, regulatory sanctions, and reputational damage. This underscores the importance of adopting robust credit management techniques to support continuous growth in the Nigerian banking industry.
In recent years, the Nigerian economy has faced challenges such as inflation, currency depreciation, and economic recessions, which have further complicated credit risk management for banks. Economic downturns increase loan default rates as borrowers struggle to meet their repayment obligations. As a result, commercial banks must continuously adapt their credit management strategies to align with macroeconomic conditions. This involves the use of advanced credit scoring systems, data analytics, and risk assessment tools to improve loan performance and minimize losses.
Given the significance of credit management in shaping the financial performance of commercial banks, this study seeks to explore the relationship between credit management practices and bank profitability in Nigeria. By analyzing key factors such as loan default rates, credit policies, and risk assessment techniques, the study aims to provide insights into how Nigerian banks can improve their credit management strategies to enhance profitability and support sustainable growth.
Furthermore, credit management contributes to the overall growth of the Nigerian economy by ensuring that funds are allocated to productive sectors. As noted by Eze and Nwankwo (2023), when banks provide credit to sectors such as agriculture, manufacturing, and technology, it fosters economic diversification and reduces over-reliance on oil revenue. However, mismanagement of credit can lead to capital misallocation, thereby stalling economic growth and contributing to systemic banking crises. The interplay between credit management and economic growth underscores the need for regulatory oversight and compliance with industry best practices (Aremu et al., 2021).
The challenges associated with credit management in Nigerian banks are multifaceted and often stem from macroeconomic instability, weak institutional frameworks, and poor corporate governance. For example, high inflation rates and fluctuating exchange rates affect borrowers' repayment capacities, leading to an increase in loan defaults (Olawale & Ajibola, 2022). Additionally, the absence of comprehensive credit information systems limits banks' ability to assess borrowers' creditworthiness effectively. To address these issues, regulatory agencies such as the Central Bank of Nigeria (CBN) have introduced measures such as the Credit Risk Management System (CRMS) to enhance transparency and accountability in credit administration (Alade, 2020).
Moreover, credit management practices in Nigerian banks have evolved over the years in response to changing economic conditions and advancements in financial technology. Digital platforms now enable banks to conduct real-time credit evaluations, monitor loan performance, and recover debts more efficiently (Eze & Nwankwo, 2023). Despite these advancements, banks still face significant challenges, including political interference and inadequate legal frameworks for debt recovery. Ensuring the effectiveness of credit management in Nigeria requires a holistic approach that integrates technology, policy reforms, and capacity building for bank personnel (Bello & Oyedeji, 2021).
1.2       Statement of the Problems
Credit risk remains a significant challenge for Nigerian commercial banks. Poor credit appraisal, weak loan monitoring, and ineffective recovery mechanisms contribute to rising levels of bad debts, thereby reducing bank profitability and impeding growth. High default rates among borrowers further weaken financial stability and erode investor confidence in the banking sector. The problem is exacerbated by economic volatility, regulatory changes, and inadequate risk management frameworks in some banks.
Although previous studies have explored credit management practices in Nigerian banks, there is limited empirical research on the direct impact of credit management strategies on bank profitability and long-term growth. This study seeks to bridge this gap by examining the relationship between credit management and financial performance in Nigerian commercial banks.
As a result of the complexity and inefficiencies in the lending function of the banks, this study is intended to how a well articulated credit policy and credit management can reduce to a considerable extent risks.  
The major problem of this research work is to analyze and recommend suitable solution
This includes the following:-
The source of fund used to advance credit in the bank.
The procedure for giving out credit to customer in the basic
The priority sector of the economy which the bank has interest in financing credit. The procedure and credit step for credit approval
1.3       Research Questions
To achieve the research objectives, the study will address the following questions:
i. How does credit risk assessment influence the profitability of Nigerian commercial banks?
ii. What is the effect of loan monitoring and recovery processes on bank growth?
iii. How do non-performing loans impact the financial performance of Nigerian commercial banks?
1.4       Objectives of the Study
The main objective of this study is to analyze the effect of credit management on bank profitability and growth in Nigerian commercial banks. Specifically, the study aims to:
i. Evaluate the impact of credit risk assessment techniques on the profitability of Nigerian commercial banks.
ii. Examine the effect of loan monitoring and recovery processes on bank growth.
iii. Assess the influence of non-performing loans on the financial performance of Nigerian commercial banks.
1.5      Research Hypothesis
The study will test the following hypotheses:
H₀₁: Credit risk assessment has no significant effect on the profitability of Nigerian commercial banks.
H₀₂: Loan monitoring and recovery processes do not significantly affect bank growth.
H₀₃: Non-performing loans have no significant impact on the financial performance of Nigerian commercial banks.
1.6       Significance of the Study
This study is significant to multiple stakeholders, including bank managers, policymakers, regulators, and researchers. For bank managers, the findings will provide insights into best practices for credit risk management to enhance profitability. Policymakers and regulators can use the study's outcomes to develop more effective banking policies and regulatory frameworks. Additionally, researchers and academics will benefit from the study as it contributes to the existing body of knowledge on credit management in Nigeria’s banking sector
1.7       Scope and Limitation of the Study 
The study focuses on selected commercial banks in Nigeria. It examines the period from 2015 to 2025, covering trends in credit management, loan performance, and financial growth within the banking sector. The study considers factors such as credit risk assessment, loan recovery processes, and the level of non-performing loans as key determinants of bank profitability and growth.
 Inadequate fund: Insufficient fund tends to impede the efficiency of the researcher in sourcing for the relevant materials, literature or information and in the process of data collection (internet, questionnaire and interview).
Time Constraint: The researcher will simultaneously engage in this study with other academic work. This consequently will cut down on the time devoted for the research work.
Insufficient data: In spite of inadequate of data, the researcher was able to collect enough through friends and the internet and was able to address the research questions.
1.8	Definition of Key Terms
Credit Management: Credit management refers to the process of assessing, controlling, and monitoring the credit risk associated with lending activities. It involves evaluating the creditworthiness of borrowers, setting credit limits, establishing terms and conditions for repayment, and implementing measures to mitigate potential risks.
Profitability: Profitability refers to the ability of a bank to generate profits or financial gains from its operations. It is a measure of the bank's efficiency in utilizing its resources to generate income and manage expenses.
Growth: Growth, in the context of banks, refers to the expansion and development of the institution's activities, assets, customer base, and market presence. It involves increasing the bank's loan portfolio, deposits, revenues, and profitability over time.
Economic Impact: The economic impact refers to the influence or effect that credit management practices in banks have on the overall economy of a country, in this case, Nigeria. It includes factors such as the availability of credit, interest rates, investment opportunities, employment generation, and overall economic growth.
Credit Risk: Credit risk is the potential risk of financial loss to a bank resulting from a borrower's failure to repay a loan or meet their financial obligations. It includes the possibility of default, delayed payment, or inadequate interest payments, and it is an essential consideration in credit management.
Non-Performing Loans (NPLs): Non-performing loans are loans that are in default or in arrears where the borrower has failed to make scheduled repayments or interest payments. High levels of NPLs can adversely impact a bank's profitability and growth, as they tie up capital and increase provisioning requirements.
Loan Portfolio Quality: Loan portfolio quality refers to the overall health and performance of a bank's loan portfolio. It assesses the level of creditworthiness of borrowers, the proportion of non-performing loans, the adequacy of loan loss provisions, and the overall risk exposure associated with the loans.
Credit Risk Mitigation: Credit risk mitigation refers to the strategies and measures employed by banks to reduce or manage credit risk. This may include credit assessment and due diligence processes, collateral requirements, risk-based pricing, loan covenants, and credit insurance.
Capital Adequacy: Capital adequacy refers to the level of capital that banks must maintain to support their lending activities and absorb potential losses. Adequate capital levels are crucial for banks to manage credit risk effectively, safeguard depositors' funds, and ensure the stability of the financial system.
Regulatory Compliance: Regulatory compliance refers to the adherence of banks to laws, regulations, and guidelines set forth by regulatory authorities. Compliance with credit management regulations helps to maintain the integrity and stability of the banking sector, protects the interests of depositors and borrowers, and promotes a sound and healthy banking environment.
1.9     Plan of the Study
The Research work will be divided into five chapters.
In chapter one introduction, objective and aims of the study, statement of the problem, significance of the study, statement of hypothesis, scope and limitation of the study, definition of key study, plan of the study.
In chapter two literature review, the concept of micro finance bank, objectives of credit  management,  concept  of  credit,  credit  management  and  its  effect  on  bank productivity, risk associated with bank lending, sources of find used to advance credit, appraisal of credit facilities application, credit approval procedures, control of loan and advance,  provision  of  bad  and  doubtful  debt,  writing  off  of  bad  debt. 
In chapter three research methodology, introduction, population of the study, sample size method of sample selection, data collection and technique, method of data analysis.
In chapter four analysis and presentation of result introduction, presentation of result obtained, testing of hypothesis, hypothesis.                
 In chapter five summary of findings conclusion and recommendations, summary, conclusion, findings of the study, recommendations


CHAPTER TWO
LITERATURE REVIEW
2.0	Introduction
Credit management is a crucial aspect of banking operations, as it directly influences profitability and growth. Effective credit management ensures that banks minimize the risk of loan defaults while optimizing credit allocation to boost financial performance. This chapter reviews the conceptual framework, theoretical foundation, empirical studies, and knowledge gaps in the study of credit management in Nigerian commercial banks.
2.1 	Conceptual Review
Generally, lending is often seen as an essential function of commercial banks because of their risks, return and the process of major consideration and concern. It is not only to recover the capital, but also the interest thereon.
Onyegocha (2019), defines lending as the transaction between two parties in which on party (lender) supplies goods or money return for the promised future payment by the other party known as debtor. 
Lending can also be defined as the process by which banker grants money to a needy customer from the pool of resources that comes to its (bank) possession through the process of financial intermediation.
Osayameh (2019), in his opinion, opines that lending has fact become a vital function in the operations of banks even in Nigeria because of its positive effect not only on the bankers and borrowers but also on economy growth and development and the business environment as a whole.
Banks need to manage their funds effectively so as to meet customers need for loans and meeting demand deposits. Therefore, it is when necessary that the banks reach a balance between its liquidity and profitability objectives.
Obisesan (2018), in pursuit of the objective of lending i.e (Profitability), which is the essence of banking business. The formation and implementation of sound credit policy is essential to serve as a framework for lending officers in the administration of loans when formulating this policy, the overall corporate objective of the bank must be considered. This include: credit management, profitability growth issues, earning capacity of bank, portfolio management e.t.c.
Ituwe (2022), in his own view said: “whatever form of lending is adopted in any given case depend on the purpose of the borrower and circumstances of the transaction”. The credit policy is designed to sustain the development and growth of the bank. Therefore, it is essential that the credit policy must be adequately implemented and formulated complying with the operation of the bank because it indicates the survival of the bank to a large extent.
2.1.1 	Credit management
Financial institutions through their role as a financial intermediary help circulate funds deposited by the various surplus units to the deficit units. In the course of performing this role, they are confronted with risk which remains one of the topical issues of current financial studies that had attracted special attention from both scholars and professionals. One key factor that determines the success of any banking institution is sound credit management.
According to Mohammad & Garba (2019) credit risk is the possibility of losing the outstanding loan partially or totally, due to credit events (default risk). Credit events usually include events such as bankruptcy, failure to pay a due obligation, repudiation/moratorium or credit rating change and restructure.
Lending involves a number of risks. Among these risks, credit risk plays the major role since by far the largest asset item for banks is loans, which generally account for half to almost three-quarters of the total value of all bank assets. Credit risk comes up from uncertainty in a given counterparty to meet up with the obligation of honoring the terms and conditions of the credit arrangement (Fatemi & Foolad, 2021). 
In essence, credit risk arises  from  uncertainty  in  counterparty’s  ability  or  willingness  to  meet  his/her contractual  obligations.  In the  same  vein,  Naomi  (2019)  argued  that  credit  risk represents the potential variation in the net income from non-payment or delayed payment of credit facility granted to customers. According to Basel committee on Banking Supervision, 1999, credit risk is most simply defined as the potential that a bank borrower or counterparty will fail to meet its obligations in accordance with agreed terms. From the above definitions and meanings given by these researchers, they bore down to the fact that, credit risk is a cancer which causes serious financial problems when it is not properly managed.
2.1.2       Credit Management Strategies
The credit management strategies are procedures banks adopted in the mitigation or reducing the negative effect of credit risk. A comprehensive credit risk management structure is vital because it helps increase the revenue and survival. The main ideologies in credit risk management strategies take the following form. They include formation of a clear structure, delegation of powers, discipline, and communication at all level and holding people accountable. (Kolapo et al., 2022)
The credit risk management strategies are measures employed by banks to avoid or minimize the adverse effect of credit risk. A sound credit risk management framework as stated above is crucial for banks so as to enhance profitability guarantee survival. The key principles in credit risk management process are sequenced as follows:
a.   Selection
According to Gestel et al. (2019), a sound credit risk management begins with a proper choosing of borrowers and the products that suit them. For this to be possible, a competent loan officers and Operative models of estimating risk should be in place. This is a very crucial stage because decisions are taken by the entire committee member. Here, borrowers that are likely to default are either denied or asked to secure the loan with more collateral to limit the effect of default.
b.  Limitation
Gestel et al. (2019) stated that this method aids the bank by reducing the amount of loss suffered from a borrower. It prevents the event where the failure of counterparty to meet his or her obligation will heavily affect the financial performance of the bank. The number of riskier transactions is brought to the bearer minimal.
c.	Diversification 
Here, banks should deal with different counterparties ranging from individuals, industries. This helps to spread the risk across various borrowers so that banks can reduce the impact of loss; it is much workable for large and international banks. That is, managing credit risk through risk diversification or spread. (Gestle et al., 2019)
d.    Credit Enhancement
According to (Gestel et al., 2019) when a bank realizes it is exposed to too much risk when dealing with a particular kind of borrower; it solves this by acquiring an insurance policy to cover for the any future losses. Through this, the quality of the loan facility is improved. It is called credit risk mitigation.
e.    Compliance to Basel Accord
Basel committee on Banking Supervision enlarges the procedures through which a bank can manage its exposure to credit risk. One of the principles is constantly changing and reviewing their credit risk policies to suit the prevailing economic trend in the country. This can be done by the introduction of new products and services. Secondly, banks should   investigate   their   borrowers   properly.   This   will   lead   to   a   better understanding of the customer they are dealing with (Basel Committee on Banking Supervision, 1999). These strategies do not prevent credit risk totally; however they can reduce the level of credit risk the banks are exposure to. And this will increase the profitability performance of the banks. The Basel II is built on three pillars:
1.    Minimum Capital requirement
2.    Supervisory Review
3.    Market Discipline
Pillar 1 addresses the minimum capital requirement, that is, the rule which a bank calculates its regulatory capital. The minimum required capital ratio (8%) remained unchanged under Basel II while the way to calculate the risk-weighted-assets has been changed. As to the Pillar 2 of Basel II, it concerns with the supervisory review process and has been a supplement to the minimum capital requirement. Therefore, it requires a regular interaction between banks and supervisors in the assessment and planning of capital adequacy (Lind, 2018). The last pillar seeks to complement these activities through a stronger market discipline by disclosure of bank’s key information of risk assessment procedures and capital adequacy (Ferguson, 2023). This, to some extent, could enable market participants to assess the bank’s risk profile and level of capitalization.
2.1.3       Credit Evaluation
Credit evaluation is a loan function that is basic to minimizing loan loss. Through credit evaluation and/or analysis, the bank attempts to determine the ability of the borrower to repay the legitimate loans extended to him. By refusing the credit to a potential borrower whose analysis reveals insufficient financial strength, the bank hopes to improve on its chances to avoid unnecessary losses in its loan portfolio (Nwankwo, 2020).
This is a very sensitive stage because it helps ensure loan quality. In simple terms, the giving of credit rest on the sureness the lender has in the borrower's ability to pay (credit worthiness). Credit worthiness is the ability and the readiness of a borrower to settle his or her debt. This is one of numerous issues which determine what should go into the credit policies of a lender. A lot of financial models come into play when assessing the credit worthiness of the deficit units. The most commonly used is the five financial analysis tools which include character, capital, capacity, condition and collateral. These tools are generally known as the 5c‟s of credit (Machiraju, 2025).
Non- Performing Loans
It is the major determinant of credit risk in Micro Finance banks. It is the ratio of non-performing loans to total loans which reveals the quality of a bank’s loan portfolio. That the percentage of the total loans and advances that is on the verge of going bad. A higher ratio sends a signal that the management was not efficient when evaluating loan applications. Again it shows that there is a higher probability the most of the loans might not be recovered. Non-Performing credit facilities should be classified into three categories namely, sub-standard, doubtful or lost on the basis of criteria specified by the Banking laws in a country.
Loan Loss Provision
The guideline further states that licensed banks are required to make adequate provisions for perceived losses based on the credit portfolio classification system prescribed  above  in  order  to  reflect  their  true  financial  condition.  Two  types  of provisions (that is specified and general) are considered adequate to achieve this objective. Specific provisions are made on the basis of perceived risk of default on specific credit facilities while general provisions are made in recognition of the fact that even performing credit facility harbours some risk of loss no matter how small. Consequently, all licensed banks shall be required to make specific provisions for non- performing credits as directed by the regulatory authorities
2.1.4    Profitability of Banks
Banking Profitability may also show managers attitude toward risk. Banks that make huge profits are not scared when venturing into risky activities. In a similar fashion, banks that are not effective in their management encounter higher bad debt. Profitability measure is important to the investors. The level of profitability is very significant for shareholders of a bank because it shows how effective management has utilized their investments (Devinaga, 2020). In determining the financial strength of a Micro Finance bank, the level of profitability is predominant. ROA and ROE are used as main profitability measures in most of the organizations including banks and financial institutions. The ROA demonstrates the level of net income produced by the bank and also determines how the assets utilized by banks generate profit over the years. On the other  hand,  the  return  on  equity  (ROE)  is  the  ratio  of  net  income  to  total  equity indicating returns to shareholders on the book value of their investment. It measures the rate of return for ownership interest (shareholders)‟ equity of common stock owner, it tells how efficient a firm/bank is at generating profits from each unit of shareholder equity, also known as net assets or assets minus liabilities. The ranking of banks is usually based upon the higher ROA ratio and total assets. As a general view, particularly in banking sector, ROA is known as good profitability multiplier for the reason that equity multiplier does not influence it (Saeed et al., 2018). 
Profitability can be measured in a number of ways. They include return on assets (ROA), return on equity (ROE). Over the year, most researchers prefer using return on asset (ROA) and Return on Equity (ROE) as indicators of profitability or performance. Researchers often use both ROA and ROE as measures for profitability. In their defense, these researchers selected ROA  and  ROE  over  others  because  it  is  free  of  financial  leverage  and  the  risks associated  with  it  (Flamini  et  al.,  2019).  Additionally,  it  is  possible  to  compare companies in the same industry or diverse industry when ROA and ROE is employed as a proxy for profitability. This makes ROA and ROE strong measures for profitability (Devinaga, 2020).
Return on Assets (ROA) is the ratio of net income to total assets, measure how profitable and efficient a bank' management is, based on the total assets. How bank manage its assets to generate profit within a period. ROA can be disintegrated into the following elements.
ROA= Net Income / Total Assets.
Return on Equity (ROE) is the net profit divided by shareholders‟ equity. It measures the bank’s profitability by calculating how much profit is generated with the money invested by shareholders. ROE is the best and most common measure of profitability, it does not consider factors such as timing of cash flows or turnovers (Angela D., 2019).
Profitability is an indicator of banks‟ capacity to carry risk and/or increase their capital. It indicates banks‟ competitiveness and measures the quality of management (Adinde, 2018). Profitability is one of the key concepts in our research. This is due to the topic of this research is about the relationship between the profitability and credit management. Clear explanation to the profitability of Micro Finance banks is crucial for readers to understand the research procedure and meaning.
The determinants of commercial banks' profitability can be concluded into two categories, namely those that are management controllable (internal determinants) and those are beyond the control of management (external determinants) Guru, Staunton, and Balashanmugam, 2020). The internal determinants reflect upon banks' management policy and decision concerning sources and uses of funds management, capital and liquidity management and expenses management. This kind of profitability factors can be examined by financial statements of commercial banks. The external factors are environment factors and firm-specific ones (Guru et al., 2019). This research mainly focuses on the analysis of internal determinants because our purpose is to test the effect of credit management to deposit bank’s profitability. The determinants reflected upon credit management should be included into internal policy and decisions which can be examined by financial statements. On the other hand, bank’s decisions are also affected by external regulation, thus this research also involves the consideration of external factors.
2.1.5    Concept of Credit
Credit is the right to receive payment or the obligation to make payment on demand or at some future time on account of the immediate transfer of goods. It entailed the opportunity which may be granted to person (Debtor) to received goods and services at a time when he; is unable to pay transaction.
Generally, it should be noted that credit is based on the confidence or faith which is conceived in the debtor while creditor on his ability and willingness to fu-fill his promises of payment or demand. The customer who haste posited hard earned money in a bank does so in consideration of the ability and willingness of the bank to pay back the money on demand or at stipulated time or in accordance with the mode of agreement between the parties.
In addition, the use of credit facility increases the well being of the citizen generally as money business which could not secure enough money can obtained credit and boosts productivity or enhanced large scale production and expansion of market thus improved the economic development of the county. Moreover, the bank of credit by granting more credit. They received through the multiple effective.
This could best implemented in free economic system that has many bank each with a legal cash reserve tend to enable tem fulfill their financial duty or demand or to keep them against deposit liabilities.
Due to peculiar characteristic of microfinance practice, a credit reference making is desirable. It this regard, the present credit risk management system in CBN shall be expanded to serve the needs of the microfinance sector.
It must be note however, such credit creation require legislation allowing bank to operate on the basis of financial legal reserve. Also the people must be permitted to transfer of ownership of demand deposit and must have sufficient confidence in the system of cheque as a means of transfer.
Objectives of Credit Management
On the role of bank as supplier of credit they collect deposit and purchase fund which are subsequently intermediate into and advances capital and labour which need efficient management to yield a desired result. The basic objective of an efficient and effective bank credit management is to retain old customers. With new ones as well as maintaining a profitable credit account.
Capital management also aimed at maintaining proper control. This, the cost imbedded in grouping of credit and its management, include credit administration expenses bad debt, losses and opportunity cost of fund tied up in receivable should be kept minimum by optimal profit level.
More so, a bank should device to widen and deepen the scope of it lending to the high priority sector of economy because of the growing completion for loan and advance in Nigeria and the need to help increase bankable and in the best interest of a bank to seek develop new loan customer more especially reliable corporate bodies. The  important aspect of credit management is the rate policy. Rate very yearly or in advance or with the demand or dictate of the economy and it charge varies from bank to bank but all are link closely with the minimum lending rate of central bank of Nigeria (CBN), interest in credit management is man, pulsated with the belief that the level of domestic price and exchange rate react in the same direction with the level of money in circulation and credit availability. The management of bank rate been interest in the management of interest rate structure because a lunge chuck of their revenue comes from this area.
Loan policy of bank is another area of interest. The existing loan deposit ratio bank plays a great role in how much to lend to each sector. Bankers always take cognizance of the liquidity ratio of their respective bank. When lending when it low, these may be need for credit freeze and vice-versa.
2.1.6    Credit Management and its Affection on Bank Profitability
It can be said that credit has emerge long time ago but neglected over the year because of the 20th  century more emphasis has been place on credit managements due to the liquidity problem facing business firm where by it was difficult raise share capital through other mean except on credit basis.
Credit management is term used for identifying according to function usually conducted under the umbrella of account receivable essentially, this collection of process involve qualifying the extension of credit to a customer.
Credit management seek to balance profitability with liquidity and in doing so, a prudent banker should always balance it profit motive with the maintenance of adequate liquidity and should not over emphases on the motive of profitability at the expense of liquidity to remain in business. The project would address or give a better understanding and response to the statement credit management and it effect on bank profitability.
2.1.7    Risk Associated With Bank Lending
According to cross and hamper, credit management involve the estimate and monitoring of risk associated with lending. The bank would not progress if takes risk and would non to difficulty if possible risk were taken proper credit management, therefore calls for identification and if possible estimation of the major risk attendant to any particular undying. The following are the major risk associated with bank lending:
· Credit Risk
· Liquidity Risk
CREDIT RISK: is the profitability that a loan is not paid back on scheduled time. The underlying fact or that ability and willingness of the debtor to pay.
LIQUIDITY  RISK:  This  is  profitability  that  the  depositor  demand  could  be exceed the available cash due to excessive lending. It is a serious condition because if care discredited and lead to loses of customer depositors funds.
This can however be prevented by bank if it limit loan granting to a certain proportion of it deposit invest only on bill that mature within a short period of time and maintains with central bank legal cash reserve level or requirement.
Risk  tasking  is  a  major  event  in  lending  practice  therefore,  credit  risk managements should be given an order the place by bank management.

2.1.8    Appraisal of Credit Facilities Application Loan
The nature and scope of loan appraisal process in microfinance depend in the lending methodology however, whatever the methodology loan appraisal involves the analysis of repayment capacity based on information collected about a loan applicants character, capital and collateral position. The objective is to make sound judgment that support  the  repayment  of  the  loan  if  approved  and  disbursed  loan  appraisal:  group lending loans appraisal in group lending methodology (particularly joint group liability) is lightly simplified. A feature of group loan appraisal is the involvement of group member loan appraisal process is participating.
Member provides information which give assurance on the character, capacity and capital of the potential borrowers.
Since other member of group carry obligation or liability, there is their tendency for member to be objective on the debt capacity of a loan applicant. When a group agrees that its member be given a loan (joint liability group) it is assumed” that the group has taken indirect responsibility for character and capacity assessment.
Appraisal of Individual Loan Applications
The appraisal process for granting individual loan is more detailed and not tow deferent from the approach adopted by commercial bank and other financial institution.
The major difference lies in order of priority of the SC.S capacity character, collateral capital and conduction. While commercial bank and other final lender give pointy to capacity collateral and capital (in that other) in the credit appraisal microfinance give priority to character capacity (in that order). The overall emphasis is however to give loan to client who are able and willing to repay and screen those that are unable and unwilling, able but unwilling or unable but willing to repay. There are guide lines on concluding their appraisal based on sees.



Assessment of Character
Beyond the statistics presented by the loan applicant the lending institution should seek information on the character of applicant from other sources where possible.
Such information should be carefully reviewed to make final assessment of the collateral document to make them acceptable as such.
CONDITION
It is important to consider the condition of the enterprise of the microfinance client in appraising the loan. What is the general performance of the business? In a year when there is flu, no matter how good the business and the client, it will not be advisable to approve the loan as the conditions are not right.
Credit Approval Procedures
After the proper analysis assessment and approval of customer application by the offices concerned, the following steps are further taken.
· Endorse time and condition affection to the approval facilities
· Complete the detail on the form relevant transfer payment of authority or other form requires for later possession of security
· The disbursement and utilization of the facilities should be strictly monitored
· Regular  reporting  should  be  sent  to  the  managing  director  and  the  loan committees.
However the customer granted credit facilities are issue to offer letter of approval showing the terms and conclusion under which facilities have been approved for them. It will also contain the following:
· Name of the customer of business
· Account granted
· Requested amount 
· Tenor
· Mode of disbursement
· Personal credit worthiness of the loan applicant.
Capacity to Repay 
Judgment  on  capacity  to  repay  is  to  aided  by  effective  cash  flow  analysis. Analysis may be on the cash flow projections submitted by loan applicant or all the data collected from the document and recorded can be considered in reconstructing a cash flow projection.
Assessment of Capital
This  stage  of  loan  appraisal  involves  analysis  of  the  financial  status  of  the business  to  be  funded.  If  it  is  for  consumption  the  applicant  will  be  required  to demonstrate his or her financial strength. The document for this analysis include balance sheet of the enterprise to be funded and each flow projections.
Collateral
The hall mark of microfinance is collateral substitution (that is, loan are guarantee by means other than conventional collateral security such as titled land, stocks e.t.c). The rationale   for   collateral   substitution   is   that   microfinance   clients   do   not   possess conventional collateral, where the clients has (such as house or land often they are considered as “deed” as they usually do not have).
· Interest rate 
· Date granted 
· Maturity date
· Source of repayment
· Collateral security
A copy of the facility letter granted will be sent to loan committees.
Loan Approval Policies
In classical microfinance, loan appraisal process is characterized by attentive decentralization
There are no central loan approval structure as management or board credit committee. Field credit staff and in most cases the branches manager make final decision on application. However they do so within approved guide lines. For example in small loan in group approach, the ranges for size are always determined for various loan cycle as shown below in the example in table.
	CIRCLE/STAGE OF LOAN
	RANGE OF LOAN AMOUNT (N)

	1
	10,000-15,000

	2
	15,001-20,000

	3
	20,001-25,000


With individual loan which are often of larger amount addition risk management steps are usually taken. The approval process usually codified in detailed policies and procedures manual would normally of:
i. Final loan authorization: This authority could be vested in institution organ such as the management committee and board of directors.
ii. Limit of authorization: This refer to the amount of loan beyond which organ cannot section
Post Condition 
i. Payment of all fess
ii. All expenses on the recovery and enforcement of the security shall be paid by the defaults
iii. In the case of default penalty rate of 35% for annum shall apply.
General Conditions
· In case of default as put at pass due data, you may not be entire to any credit.
· The bank has right to terminate the facility if the condition of repayment is not satisfied
· The bank has right to transfer or debit the obligation account with sum either account as RIGHT OF SET OFF
· This offer remain valid for 7days from the date it is release to you
· The  customer  will  sign  the  condition  indicating  that  he  or  she  accepted  the conditions.
Control of Loans and Advances BGMF
After the loan application has been granted they are monitored regularly by the account  officer  as  well  as  credit  officer.  Daily  computer  print  out  on  all  customer accounts showing the position of current account with debit balance (i.e. temporary excess and over draft) along with their authorization (i.e. approved facility limits). A weekly print out on the position summarized the position and authorization of all the facility account including current and loan account.
The print out are received and loan account the process being made by the customer to recognize their account. As soon as an irregularity in the execution of the payment program is observed the customer is written to information him/her of such irregularity. Also customers are informed as soon as new term for their facilities becomes necessary as a result of new central bank guide lines.
In most cases loan and advances are monitored to ensure that they are applied for the purpose of which they wore granted and at the same time ensure repayment in cases when irregularity in the execution of repayment programs become prolong, the customer is invited to the bank for discussion with the manager with a view to identify the problem and seeking solution to them. Often  it  may  become  necessary  to  renegotiate  a  more  realistic  repayment programs.
Loan monitoring in macro finance bank should to ensure.
1. Proper loan civilization: proper civilization removes channel of client not being able to make repayment.
2. Compliance with provision of financial operational regulation and procedures.
The monitoring in microfinance should be:-
a. Supportive:  credit  officers  are  to  provide  support  for  customer  towards  the success of supported business. To a customer a credit is more than a lender and collection of loan and repayments. She is seen as a business counselor.
b. Preventive:  monitoring  should  be  able  to  detect  factors  that  could  constraint repayment performance and assist hence to address them.
c. Participatory: credit staff and borrower should work together.
In a situation where a customer could not meet up with the repayment of the loans this is where we have what is called deliquesce. Deliquesce is a situation that occur when loan payment are past due and this deliquesce broadly classify into liability repay and unwieldiness to repay.
In  a  situation  when  these  deliquesces  arises  this  is  were  bank  analysis  by performance which are performing and non performing.
Provision for classified asset all performing risk assets formed by MFB shall attract 1% general provision for non performing risk asset and other asset shall be as
stated below.
	DAYS   OF   RISK   (NO   OF DAYS MEANS PAYMENTS)
	DESCRIPTION
	PROVISION REQUIREMENT          OR ALLOWANCE            FOR POSSIBLE LOSSES (%)

	0
	Performing
	1%

	1-30days
	Pass and wealth
	5%

	31-60 days
	Substandard
	20%

	61-90days
	Doubtful
	50%

	91or day and/or
	Lost
	100%

	Restructured loan
	
	


Each microfinance bank shall review at least once every thirty days, it loan and advance and other investment and make appropriate provision for loan losses or asset deterioration.  Every  MFB  must  send  to  the  other  financial  institution  development (OFIO) every month a schedule of loans/investment showing the provision made for losses or deterioration in the quality of the loans/investment.
Provision for Doubtful Debt
It is the policy of microfinance bank to rapidly identify problem, denote attention of the collection of such loan and make adequate provision all bank are required to make two type of provision.
i.         Specific provision
ii.        General provision
SPECIFIC PROVISION: Are make in the bank of perceive risk or doubtful risk or specific facilities while general provision are made in recognition of some risk element no matter how letter. However, for principal requirement not due for sub standard credit facility bank are expected to provide 10% of the outstanding balance while 100% provision should be made for lost credit facility.
1.	Loan  and  advance  are  stated  after  the  dedication  of  provision  against  debt considered doubtful of recovery
Loan and advance are classified between performing and non-performing
2.	Specific provision are made to non performing account which are 5% on and watch account 20% on substandard account 55 on doubtful account and 100% on loss account which general provision of 1% is made on all performing account in accordance with the central bank of Nigeria prudential guideline.


Writing Off the Bad Debt
A debt is usually written off only when recovering is no longer possible likely. Debt written off only after the approval of central bank of Nigeria were such debt change against the profit and loss account.
2.2    Theoretical Review
This research work was anchored on the following theories:
2.2.1 Asymmetric Information Theory
Asymmetric Information Theory, as proposed by Akerlof (1970), suggests that in financial markets, one party often has more or better information than the other, leading to adverse selection and moral hazard. In the context of Nigerian commercial banks, asymmetric information affects credit management, as borrowers may possess private knowledge about their ability or willingness to repay loans, which banks may struggle to verify. This information gap can lead to an inefficient allocation of credit, where banks either lend to high-risk borrowers unknowingly or deny credit to low-risk borrowers due to uncertainty. Such inefficiencies impact bank profitability and overall financial stability (Stiglitz & Weiss, 1981). Effective credit management is critical for mitigating the risks associated with asymmetric information in Nigerian commercial banks. Banks employ credit risk assessment tools such as credit scoring, collateral requirements, and financial history evaluation to reduce information asymmetry. However, due to weak financial infrastructure and inadequate credit reporting systems in Nigeria, banks often struggle to obtain accurate borrower information, leading to a high incidence of non-performing loans (NPLs) (Oboh & Isa, 2020). The inability to properly assess creditworthiness results in increased loan defaults, reducing banks' profitability and impeding growth.
Furthermore, adverse selection, a key concept in asymmetric information theory, occurs when banks cannot distinguish between high-risk and low-risk borrowers. As a result, they may set high-interest rates to compensate for potential defaults, inadvertently attracting riskier borrowers while deterring creditworthy ones. This scenario, prevalent in Nigeria, leads to higher default rates and increased provisions for bad debts, negatively impacting the financial performance of banks (Adegbite & Olayemi, 2021). Consequently, the banking sector faces profitability constraints, limiting expansion opportunities and reducing the overall efficiency of the credit market.
Moral hazard is another challenge stemming from asymmetric information in Nigerian commercial banks' credit management practices. Borrowers, after obtaining loans, may engage in riskier investments or misallocate funds, knowing that banks bear the financial risk. This behavior is exacerbated by inadequate monitoring and enforcement mechanisms within Nigeria’s banking system (Eze & Okoye, 2019). To mitigate this risk, banks implement strict loan covenants and monitoring strategies, but weak regulatory enforcement and corruption often undermine these measures, leading to persistent credit losses.
The long-term effect of asymmetric information on bank growth in Nigeria is significant, as persistent loan defaults and reduced profitability limit banks' ability to expand their credit portfolios. When banks become overly cautious in lending due to high NPL ratios, economic growth is also affected, as businesses, especially small and medium enterprises (SMEs), struggle to access credit for expansion (Ogunleye & Salawu, 2022). This creates a cycle where limited credit availability slows down investment and economic activities, ultimately affecting the banking sector’s ability to grow sustainably. Asymmetric information presents a major challenge in Nigerian commercial banks' credit management, affecting profitability and long-term growth. Adverse selection and moral hazard contribute to increased loan defaults, while weak credit assessment systems further exacerbate the problem. Strengthening financial infrastructure, improving credit reporting mechanisms, and enforcing stricter regulatory policies can help reduce information asymmetry, enhancing credit allocation efficiency and promoting sustainable growth in Nigeria’s banking industry (Uchenna & Okezie, 2023).
2.2.2 Credit Risk Theory
Credit risk theory, developed by Merton (1974), emphasizes the need for banks to assess the probability of default using credit scoring models. This helps in setting appropriate interest rates and ensuring effective risk mitigation (Oluwaseun, 2018). Credit risk theory plays a critical role in understanding how credit management influences bank profitability and growth, particularly in Nigeria's commercial banking sector. Credit risk refers to the possibility of financial loss due to a borrower's failure to meet contractual obligations (Basel Committee on Banking Supervision, 2019). The credit risk theory emphasizes the need for financial institutions to implement effective risk assessment mechanisms, such as credit scoring models and risk-based pricing, to minimize loan default rates. When banks fail to manage credit risk efficiently, they experience increased non-performing loans (NPLs), which negatively impact profitability and overall financial stability (Kolapo, Ayeni & Oke, 2012).
Effective credit management, guided by credit risk theory, ensures that banks maintain a balance between granting credit to customers and minimizing default risks. Banks utilize various techniques such as loan diversification, credit rationing, and stringent credit appraisal processes to assess borrowers' creditworthiness before disbursing loans (Olawale, 2020). These measures reduce exposure to high-risk borrowers and enhance loan recovery rates, contributing to sustained profitability. The ability of banks to control credit risk effectively determines their financial performance and long-term sustainability (Nzotta, 2014). Without proper credit management policies, banks face increased loan defaults, leading to reduced interest income and financial distress. The relationship between credit risk management and bank profitability has been extensively studied, with findings suggesting that proper risk assessment positively impacts financial performance. Kolapo et al. (2012) found that a high level of NPLs adversely affects commercial banks’ profitability in Nigeria, emphasizing the need for robust risk mitigation strategies. Nigerian commercial banks that adopt advanced credit management systems, including credit monitoring and risk-adjusted loan pricing, experience higher profitability and growth (Onaolapo, 2015). These strategies allow banks to improve their capital adequacy ratios while maintaining stable earnings.
Furthermore, sound credit risk management practices contribute to bank growth by enhancing investor confidence and financial stability. When banks effectively manage credit risk, they attract more deposits and investments, leading to increased lending capacity and business expansion (Eze & Okoye, 2021). A strong credit management framework fosters trust among customers and investors, allowing banks to expand their market share and maintain competitive advantage. Poor credit risk management, on the other hand, can lead to liquidity crises and reduced capital reserves, ultimately hampering bank growth (Adegbite, 2018).
Additionally, regulatory compliance plays a vital role in ensuring Nigerian commercial banks adopt proper credit risk management frameworks. The Central Bank of Nigeria (CBN) has introduced various regulatory guidelines, including the Prudential Guidelines for Deposit Money Banks, to enforce strict credit appraisal procedures (CBN, 2021). Compliance with these regulations reduces systemic risk and enhances overall financial sector stability. Non-compliance, however, results in financial penalties and reputational damage, affecting banks’ profitability and long-term viability (Afolabi, 2020).
Credit risk theory underscores the significance of effective credit management in ensuring bank profitability and growth. Nigerian commercial banks that implement comprehensive risk assessment strategies, adhere to regulatory frameworks, and adopt innovative credit management techniques are better positioned for financial success. Failure to properly manage credit risk leads to increased NPLs, financial instability, and reduced investor confidence, ultimately hindering the growth of the banking sector. Therefore, maintaining robust credit risk management practices remains crucial for sustaining profitability and long-term expansion in Nigeria's commercial banking industry.
2.2.3     Anticipated Income Theory
The anticipated income theory, proposed by Herbert V. Prochnow in the mid-20th century, emphasizes that banks should grant credit based on the expected future income of borrowers rather than solely on their current financial standing or collateral (Prochnow, 1949). This theory suggests that banks should assess the borrower’s projected cash flows and capacity to repay loans from anticipated income, making credit decisions more forward-looking. In the context of Nigerian commercial banks, where economic fluctuations and business cycles can impact financial stability, applying this theory allows banks to manage credit risks efficiently while supporting economic activities (Adebayo & Ojo, 2020). Credit management plays a crucial role in determining the profitability of banks, as effective credit policies ensure that loans are repaid on time, reducing the risk of bad debts. The anticipated income theory provides a structured approach to evaluating a borrower’s ability to repay loans based on expected earnings, rather than just collateral security (Olokoyo, 2018). By aligning lending decisions with anticipated future income, Nigerian commercial banks can minimize non-performing loans (NPLs), which in turn enhances their financial performance. Poor credit management, often resulting from weak risk assessment, has been a major contributor to financial distress in Nigerian banks, leading to liquidity crises and reduced profitability (Adewunmi et al., 2021).
Moreover, the adoption of the anticipated income theory fosters sustainable growth in Nigerian commercial banks by ensuring a steady flow of revenue from interest income while reducing exposure to credit risk. Banks that fail to adequately assess future income projections may experience high default rates, ultimately affecting their capital adequacy and ability to expand operations (Eze & Okoye, 2019). By implementing stringent credit appraisal techniques and leveraging predictive financial models, commercial banks can enhance their lending processes, thus promoting growth and stability in the banking sector. Another significant advantage of applying the anticipated income theory to credit management is its impact on financial inclusion and economic development. Nigerian banks, by focusing on anticipated earnings rather than just existing assets, can extend credit facilities to a broader customer base, including small and medium-sized enterprises (SMEs) and individuals with limited collateral (Okonkwo et al., 2022). This approach not only boosts bank profitability through increased lending activities but also contributes to economic expansion by empowering businesses and individuals with access to financial resources.
However, while the anticipated income theory enhances credit management efficiency, it requires accurate financial forecasting and robust risk assessment mechanisms to be effective. Many Nigerian banks struggle with unreliable financial data, poor record-keeping, and economic volatility, which can lead to inaccurate projections of future earnings (Akinyemi & Olatunji, 2023). To address these challenges, banks must invest in advanced financial analytics, artificial intelligence, and credit scoring models that enhance the reliability of income projections. Failure to do so may result in an increase in non-performing loans, ultimately eroding profitability and limiting growth opportunities. The anticipated income theory offers a forward-looking approach to credit management that enhances bank profitability and growth in Nigerian commercial banks. By prioritizing expected income over traditional collateral-based lending, banks can mitigate credit risks, expand their customer base, and ensure a steady flow of interest revenue. However, successful implementation requires reliable financial forecasting tools and strict regulatory oversight to ensure that anticipated income projections align with actual borrower performance. Therefore, adopting a balanced approach that integrates the anticipated income theory with sound risk management practices is crucial for sustaining profitability and growth in Nigeria’s banking sector.
2.3       Empirical Review
Credit management plays a pivotal role in determining the profitability and growth of banks, as it directly affects their asset quality and overall performance. Adegbite (2019) emphasized that poor credit management practices, such as inadequate loan appraisal and monitoring, have been significant contributors to the high rate of non-performing loans (NPLs) in Nigerian banks. These NPLs not only diminish profitability but also reduce the capacity of banks to extend further credit, thereby stifling economic growth. Conversely, banks with effective credit management frameworks have been observed to maintain higher profitability levels and contribute more meaningfully to the Nigerian economy through increased lending capacity.
Research by Obaleye and Dada (2020) found that sound credit management practices, including proper customer evaluation, setting appropriate credit limits, and implementing risk mitigation strategies, significantly improve banks' financial performance. Their study, which analyzed data from selected deposit money banks in Nigeria, revealed a strong positive correlation between effective credit management policies and key profitability indicators such as return on assets (ROA) and return on equity (ROE). The findings also highlighted that banks with robust credit management mechanisms are more resilient during economic downturns, underscoring the importance of credit risk assessment in sustaining profitability.
Similarly, a study by Nwafor et al. (2021) highlighted the role of credit management in fostering economic growth by increasing access to credit for businesses. The study noted that when banks adopt effective credit practices, they minimize bad debt write-offs and improve loan recovery rates, which translates to higher liquidity. This improved liquidity enables banks to fund more businesses and infrastructure projects, thereby contributing to Nigeria’s economic growth. The researchers also observed that the absence of a strong credit management culture often leads to reduced investor confidence in the banking sector, limiting its capacity to drive economic expansion.
Furthermore, Olayemi (2022) explored the impact of regulatory policies on credit management and their influence on profitability. The study revealed that the Central Bank of Nigeria’s (CBN) introduction of prudential guidelines, such as the Loan-to-Deposit Ratio (LDR) policy, has enhanced credit management practices across the banking sector. The guidelines ensure that banks maintain a balance between extending credit and managing liquidity risk, thereby optimizing their profitability. Olayemi (2022) concluded that compliance with these regulations improves not only individual bank performance but also the stability and growth of the Nigerian financial system.
Despite the benefits of sound credit management, challenges such as macroeconomic instability and inadequate borrower information persist in Nigeria. According to Usman and Salami (2020), economic volatility, characterized by fluctuating exchange rates and inflation, often leads to loan defaults, even among creditworthy borrowers. These external factors pose significant risks to credit management practices and, by extension, banks’ profitability. The authors recommended adopting advanced credit-scoring systems and leveraging technology for better loan monitoring as ways to mitigate these risks.
Alalade, Binuyo & Oguntodu (2014) examines the impact of managing credit risk and profitability of banks in Lagos state. The research hypothesis was tested and analyzed in relation to credit risk and its significant effect on banks‟ profitability. It was also the aim of this research to evaluate how effective it is for a bank to manage its credit  risk  effectively  to  enhance  profitability.  Data for  the  study  was  an  obtained through the administering   structured   questionnaires   which   were   answered   by respondents. Correlation coefficient was used to decide whether or not credit risk management has an impact on profitability. The results revealed that credit risk reduces the profit and therefore management of credit risk should be of great importance to management of bank in Lagos state.









CHAPTER THREE
METHODOLOGY
3.1      Introduction
	Research methodology according to Dr  Orjih John(1996) is a systematic process of collecting,presenting,analysing and interpreting data for the purpose of arriving at dependable Solutions to human problems.
             Methodology is therefore concerned with the study of the resarch methods in a research of this nature,it is necessary to define the research design,area of the study,population of the study,sample size and sample size determination instrument for data collection,validation of instrument,reliability of research instrument.
3.2      Research Design
The research for this study on credit management process in Nigeria bank using commercial Banks of Nigeria as a case study lasted for a considerable period, using this period, it was given all necessary cooperation to obtain any relevant information in the file and document both the primary and secondary source of information employed in the course of carrying out their project.
3.3       Population of the Study
The population of the study for the project work will comprises of staffs of commercial Banks of Nigeria Ilorin Kwara state. The study will covers all credit operations at department of loans and advance of the bank.
3.4       Sample Size and Sampling Techniques
The sample size for this was carefully selected and minimize so as to produce a valid reflect precisely, key personnel officers formed the sample size for the study the relation behind this, a carefully chosen sample will produce valid result then two large, a sample, which lead to disruption of fact.
3.5	Method of Data collection 
	Sources of data collection is gathering empirical evidence in order to gain insights about a situation and answer question that prompt undertaking of the research. The study used secondary source of data collection methods which will be obtain from financial statements which include latest published all the existing deposit money banks from 2018 to 2025.
The major full of research data used for the study work collated through the following:
i. Data collection was collected through the personal discussion with the head of operation and head of loan and advances.
ii. Data collection from personal interview and discussion with operation manager and head of loan and advance on credit management practice of Central Banks of Nigeria.
iii. Return data from head of account and admin which cover the following. a.	Historical back ground of Central Banks of Nigeria.
iv. Corporate objective of Central Banks of Nigeria
v. Activities  of  Central Banks of Nigeria as  it  relate  to  credit approval procedure, credit facility central and administration recovery procedure.
3.6       Method of Data Analysis
The analysis data, this study are prescribed mostly in necessary form. The reason being that interview and returned data form record from the basis of facts gathering in this study. However, for more easy understanding, the response of person interview are tabulated and percentage used in describing them.








CHAPTER FOUR
DATA ANALYSIS AND PRESENTATION
4.0	Introduction
As earlier discussed in the previous chapter, the researcher employed the use of survey method i.e questionnaire in gathering necessary primary data.
Table on specific questionnaire are testing the hypothesis shall be drawn regarding the effect of work environment on employee performance a case study of commercial Bank of Nigeria.
4.1	Data Presentation
(a) Section One: The characteristics of the respondent: based on personal data as regard position heading office, educational statistics, sex and year of working experience as hereby analyzed below.
Table 1: Distribution of respondent based on position hold in office
	Position
	Number
	Total in percentage

	Managers
	3
	13%

	Head of Department
	6
	26%

	Officers
	14
	61%

	Total
	23
	100%


Source: Research Field Survey 2025.
The represents the position held by represents 1 show that out of 23 respondents, 14 are the officers which represent the highest figure. There are also (3) managers and six (6) Head of Department.
Table 2: Distribution of respondent based on education status
	Qualification
	Number
	Total in percentage

	Professional
	3
	13%

	Post graduates
	2
	9%

	1st  Degree/HND
	12
	52%

	NCE/HSC/ND
	5
	22%

	WAEC/GCE
	1
	4%

	Total
	23
	100%


Source: Research Field Survey 2025
The education and respond shows out of 23, respondents, 12 are 1st  Degree/HND holder which is the highest respondent fall within a reasonable educated people. They have second educational status, therefore information provided by them on banking operation and various regulatory control of CBN on liquidity of commercial banks can be relied on.
Table 3: For non compliant of commercial banks with credit control are they penalized according to the provision of banking.
	Qualification
	Male
	female

	Professionals
	2
	1

	Post Graduates
	2
	-

	1st  Degree/HND
	9
	3

	NCE/HSC/ND
	2
	3

	WAEC/GCE
	1
	-


Source: Research Field Survey 2025.
The education and respond shows out of 23 respondents, 12 are 1st  Degree/HND holder which is the highest figure. It can be seen that the majority of the respondents fall within a reasonable educated people. The implication at this is that these categories of respondent have second educational status, therefore information provided by them on banking operation and various regulatory controls of CBN on liquidity of deposit money banks can be relied on.


Table 4: For  non-complaint  of  deposit  money  banks  with  CBN  credit  control  are  they penalized according to the provision of banking Act
	Alternative Answer
	Respondent
	Percentage

	Certainly
	19
	83%

	Partially
	4
	17%

	Not at all
	-
	-

	Total
	23
	100%


Source: Research Field Survey 2025.
The  highest  figure  is  respondent  by  19  respondents  which  implied  that commercial banks are non compliance with CBN liquidity controls penalized according to the banking Act provision.
Table 5: Has there been any time when you think the control of credit management on banks is excessive?
	Regular Answer
	Respondent
	Percentage

	Regularly
	7
	30%

	Occasionally
	15
	66%

	Not at all
	1
	4%

	Total
	23
	100%


Source: Research Field Survey 2025.
Is respondents represents the highest figure which shows that there are time the control of CBN or Commercial banks are excessive.


Table 6: Are there indications that the economic which make bank aware that there is need to increase credit requirement of banks profitability?
	Alternative Answer
	Respondent
	Percentage

	Yes
	23
	100%

	No
	-
	-

	Total
	23
	100%


Source: Research Field Survey 2025.
This shows that the agitated towards increasing or decreasing credit requirement of banks by economy indications.
Table 7: Are all instrument used at the same time?
	Alternative Answer
	Respondent
	Percentage

	Regularly
	5
	22%

	Occasionally
	11
	48%

	No
	7
	30%

	Total
	23
	100%


Source: Research Field Survey 2025
This  shows  that  the  CBN  use all the instrument at the same time.
Table 8: Did  the  bank  give  adequate  time  to  the  creditor  to  comply  with  the  credit regulation?
	Alternative Answer
	Respondent
	Percentage

	Certainly
	14
	61%

	Partially
	7
	30%

	Not at all
	2
	9%

	Total
	23
	100%


Source: Research Field Survey 2025.
This  shows  that  the  CBN  gives  adequate  time  to  comply  with  the  liquidity regulation.
Table 9: Despite  all  the  controls  is  there  any  bank  failure  since  the  inception  of  CBN ordinance of 1958?
	Alternative Answer
	Respondent
	Percentage

	Certainly
	13
	57%

	Partially
	10
	43%

	Not at all
	-
	-

	Total
	23
	100%


Source: Research Field Survey 2025.
This include that certainly there are bank failure since the interception of CBN ordinance of 1998, but only a little above average as some respondent ticks “partially”.
Table 10: If the answer is certainly do you think CBN liquidity controls are effective?
	Alternative Answer
	Respondent
	Percentage

	Yes
	19
	82%

	No
	4
	18%

	Total
	23
	100%


Source: Research Field Survey 2025.
Majority  of  the  respondents  (82%)  accept  that  CBN  liquidity  controls  are certainly effective.
Statistical Result
The result were obtained from the research carried out and were explicitly interpreted to evaluate that viability of the hypothesis. Based on the result obtained useful suggestions were necessary.
Two hypotheses were explicitly covered:
i. Liquidity control prevents banks failure in Nigeria.
ii. The control weapon of CBN (reserve ratio) affects the efficiency of commercial banks in Nigeria.
The two hypotheses will be tested using information from the questionnaire and contingency table formed the observer frequencies. The main statistical technique that is going to be the simple average comprise.
Testing of Hypothesis
In order to provide for easy and more reliable way to testing hypothesis earlier undated in chapter one, tables shall be used to analyze the responses of the people to the two hypo the heal interview question which formally a fraction part of all interview questions.	
These hypothesis shall be test by the use of statistical chi-square (X2) distribution 5% confident level.
Table Hi: Does the Quality of Staff and Their Experience in Credit Department Has Only Significant Effect on Effective Credit Management.
	RESPONSE
	NO OF RESPONDENT
	PERCENTAGE (%)

	Yes
	10
	100

	No
	0
	0

	Total
	10
	100


Sources: Research Survey 2025
From the table above ten (10) people responded yes to the question asked which nobody responded no in other word it would be assorted that the quality of staff and experience is credit department has a significant effect on effective credit management. 
Table Ho: Is Collateral Securities A Cardinal and Essential Precondition for Giving Out Loan to Customer.
	RESPONSE
	NO OF RESPONDENT
	PERCENTAGE (%)

	Yes
	9
	90

	No
	1
	10

	Total
	10
	100


Sources: Research Survey 2025
From the table above it could be seen that: people responded yes which 90% of the  total  response  which  one  (1)  person  responded  No,  forming  10%  of  the  total responses. It could therefore be ascertained that collateral security is a cardinal and essential presentation for giving out loan to the customer.
However, this conclusion shall not be current until a test of the hypothesis performed. It needs be printed out that the two hypothetical question for which a yes or no answer was obtain formulated from other interview question so as to obtain a one word answer to the question for the purpose of testing hypothesis. Also if need be seen in mind that it is not always the care in to obtain a one word answer in an interview question.
For the purpose of these exercise, therefore, the responses analyzed in the two table above shall be tested.
As earlier stated, the hypothesis are tested by the use of statiscal chi-square (Xo) distribution as 5% confidence level.
The formula is given by
X2 (oi-∑i)2
∑i
Where:
Oi= observed number of case categories in the category
∑- expected number of case in the categories
Hypothesis
Null hypothesis (ho): The Null hypothesis is central in research and is the hypothesis that tested it is stated in a negative assertion from by the use of the word; No 1
Ho denote the null hypothesis that quality of staff and experience in credit management.
	Alternative Hypotheis (Hi): that the Quality of Staff and Experience in the Credit Department Has a Significant Effect In Effective Credit Management. Using the Response Analysis in TableResponse
	Oi
	Ei
	Oi-Ei
	(oi-Ei)2
	(oi-Ei)2  Ei

	Yes
	10
	5
	5
	25
	5.0

	No
	0
	5
	-5
	245
	5.0

	Total
	10
	10
	0
	-
	10.0


The  level of significance =5% Statistical test-X2 = 10.0
Critical value al. df and 5% level of significance 3.84
Decision
The critical value 3.84 is less that the statiscal test 10.0 therefore according to the decision role, the null hypothesis (Ho) is reject and the alternative hypothesis (Hi) is accepted.  Since  the  alternative  hypothesis  is  now  accepted  it  could  be  concluded therefore that staff qualify and experience in the credit management department has a significant influence on effective credit management.
Where Ho = Null Hypothesis
Hi = Alternative
Critical value 3.84<10.0 statistical test
Hi- is accepted (Alternative hypothesis) Hypothesis 
Null hypothesis (Ho): is collateral securities a cordial and essential precondition for giving out loan to customers using the responses analyzed in table II.
Classification Table Ii
	Response
	Oi
	Ei
	Oi-Ei
	(oi-Ei)2
	(oi-Ei)2  Ei

	Yes
	9
	5
	4
	16
	3.2

	No
	1
	5
	-4
	-16
	3.2

	Total
	10
	10
	0
	-
	6.4


Statistical test X2=64
Critical value at id.F
And 5% confidence level of 5% significance level 6.4 is 3.84 and is less than the statistical test (X2) of 64. Therefore according to decision rules the null hypothesis is rejected  and  the  alternative  is  now  accepted,  it  could  be  concluded  that  collateral securities is a cardinal and essential precondition for giving out loans to customers. The critical value 3.84, 6.4 statistical tests accept Hi- Alternative hypothesis.













CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1       Summary of Findings
Through the result represented in the table 4.2 the analysis enable us to know how the credit is been managed. In the year 2010 the bank were in loss  and in year 2011, the profit made in very low to the total loan given out compare to year 2012. Also the performances of loan in the year 2011 show that a lot of loan were given and not received. The management should try to find out why all the lapses happened.
· Poor Security: The collateral security may not be adequately good enough for the loan.
· Bad location: This location of the collateral security may not be easy for the bank to sell security because of such location.
· Quality of security: Collateral security may not work the value of the loan given out to the particular customer.
· Now Perfection of Security: If the document of customer were not perfected properly or the original document of the security were not collected from the customer or loss of some vital document in the file.
· Government Contractors: The loan given to the government contractor may not be recovered in time due to charge in government.
· Political Loan : The loan require to be given to a political members in which order was given by who happen to be a stakeholder of the bank, if the loan is not repay, there is difficulty in recovering such loans.
Also, during that time the collateral security ware not considered, because the follow the directories of the CBN that required them to given loan without collateral to small scale business which lead to financial default.
Present, the new management shoes their new strategy and policy use in giving out  loan  to  customer  and  also  their  medium  of  recovering  the  loan.  The standard procedure in appraisal approval and control of credit facility were maintained. At the end of accounting year with all these policies they are following the Central Bank of Nigeria, will surely have good credit management and profitability.
5.2      Conclusion
Credit management practices in Nigeria back has been studies in detail. These has been  shown  clearly  from  all  the  past  literature  on  the  topic  reviewed  and  more importantly from the analysis of the credit management is practice in Central Bank of Nigeria, which is the case study of these project work.
It could therefore be seen that bank play a more dignifying role in building and in sustaining economic growth in any nation of the world.
However, there are some attendant problem facing banks mostly in the area of credit management
5.3     Recommendations
Having identified the problem facing the bank especially in the management of credit and it implication therefore discussed therefore the need to recommend these lapses.
· On the part of central bank of Nigeria which seen as regulator authority to the banking industry. Due consideration most be given to economic situation whenever new guidance on credit management and its effect on bank profitability.
· In part of commercial bank and microfinance bank, they should create an avenue where by a customer that could not see enough money for productivity. They should give these credits to boost productivity or enhance large scale production and expansion of market.
· Also,  prudent  banker  should  always  balance  his  profit  motive  with  the maintenance of adequate liquidity and should not over emphasis on the motive of profitability at the expense of liquidity to room in business.
· Risk taking is a major event in banking practice; therefore credit risk management should be given in order to place by bank management.
· Finally, risk taking however be prevented by bank if it limit loan granting to a certain proportion of the deposits.
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