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CHAPTER ONE

INTRODUCTION

1.1   BACKGROUND OF THE STUDY

In a modern economy, there is distinction between the surplus economic units and the deficit economic units and in consequence a separation of the savings investment mechanism. This has necessitated the existence of financial institution whose job include the transfer of found from savers to investors. One of such institution is the money deposit banks, the intermediating roles of the money deposit bank place them in a position of trustees of the saving of the widely depressed surplus economy units as well as the determinant of the rate and shade of the economic development .the techniques employed by banker in the intermediary function should provide them with perfect knowledge of the out-come of lending such that funds will be allocated to investments in which the probability of full payment is certain. However, in practice no such tools can be found in the decision of the lending banker.  Virtually all lending decision are made under creditors on uncertainty associated with lending decision, situation are so great that the concept of risk and risk analysis needs to be employed by lending bankers in order to facilitate sound decision making and judgment. This statement implies that if risk are to be objective assessed, lending delicious by the money deposit bank should be base less on quantitative data and more on principle too subjective to proved sound and unbiased judgment. Furthermore the bank depends heavily on historical information as a basis for decision making.

Apparently aware of the inadequacies of his decision base the lending banker has often sought solace in tangible and marketable assets as security giving the impression that lending against such security is an insurance against bad debt. This makes the bankers complacent his loan portfolio. The increasing trend of provision for bad and doubtful debt in most money deposit banks is a major source of concern not only to management but also to the shareholder are becoming more aware of the dangers posed by these debts. Bad depts. destroy of the earning asset of bank such as loan and advance which have been described as the main source of earning and also determines the liquidity and solvency which generate two major problems that profitability and liquidity, has to earn sufficient income to meet its operating cost and to have adequate return on its investment.

1.2 STATEMENT OF THE PROBLEM 

The problem for this study is appraised the lending and credit management policies of a typical money depot bank (the union banks of Nigeria plc)with a view of finding the causes, consequence of bad debts in banks. Year after year, banks suffer much from the part of full loan extended which has for one reason or the other proved unrecoverable. Banks lose millions of naira in various bad debts yearly and despite effort by bank management, committee of chief inspector and the banker committee on other hand the wave of bad debt in bank is still on alarming proportion. This is gathered from a combination of literature reviews on the topic. 

On the other hand, many banks experienced a lot of bad debts when the new government abandoned the project awarded to the contractors by past government. These contractors borrowed to execute the project awarded to them to them but could not repay the loan, due to government action on ramping the economy thereby abandoning the project. Other experiences were during the time of draught or poor rainfall and pest. These however led to low harvest which did not give the farmers enough time to repay their debt.  

Again, experience may arise in respect of lapses on the part of the banks credit officers. For instance, there may be excesses over approved facility, unformatted facilities and expired facilities not renewed on time. In each of these cases the customer may easily deny even owing the bank all or part of the amount. Money deposit banks may be unable to take the risk of lending more but when eventually they do, they would seek the best way they come out of risk with a realistic reward which they are clearly failing to achieve at present.

1.3
RESEARCH QUESTIONS


In view of the consequences of bad debt in Nigerian money deposit banks, it is necessary to formulate some research question which will enable the researcher formulate statistical tables for testing hypothesis 

1.
Has inadequate collateral security provision by borrower caused bad debt in Access bank of Nigerian plc?

2.
Does fund diversion have any effect on bad debt of Access bank of Nigeria plc?

3.
To what extent has government intervention in lending policies of money deposit bank influenced bad debt in Access bank of Nigerian plc?

4.
To what extent does improper project evaluation influenced bad debt of Access bank of Nigeria plc?

1.4
OBJECTIVE OF THE STUDY

i.
To determine and appraise the lending procedure of banks using Access bank of Nigerian plc as a case study with a view to highlighting the effectiveness and adequacy or otherwise the credit management policy of Nigerian banks in reducing the occurrence and consequences of bad debts.

ii.
To highlight the rate at which inadequate collateral security provision by borrower increases the incidences of bad debt in Nigerian.

iii.
To determine whether fund diversion has any effect on bad debt of money deposit banks in Nigerian.

iv.
To ascertain the extent to which government intervention in lending policies of money deposit bank has influenced bad debts in Nigerian money deposit banks.

v.
to highlight the extent to which improper project evaluation influence bad debt of money deposit banks in Nigerian.

1.5 RESEARCH HYPOTHESIS

The following hypotheses were as follows.

  Ho1: Inadequate collateral provisions by borrowers does not increase the incidence of bad debt in Access bank of Nigeria plc

 Ho2: Fund diversion does not affect bad debt in Access bank of Nigeria plc

 Ho3: 
Government intervention in lending policies of money deposit banks has no influence on Access bank of Nigeria plc bad debt.

 Ho4: Improper project evaluation has no significant relationship with bad debt in Access bank of Nigeria plc.

1.6  SIGNIFICANCE OF THE STUDY

It is hardly an exaggeration that the difference between the success and the failure in the banking industry is in the effective management of the bank’s loans and advance. Efficient loan management is vital to the protection of assets and the achievements of adequate returns to investment. Though much work abound in the literature of the technique of lending, the methods of securing such lending and the pit alls that await the unwary banker by comparison it appears to be very little in point on the subject of loan management and recovery.

A study of this subject will therefore be a welcome addition to the existing volume of banking literature.

Effective loan management recognized that beyond the application of sound banking principles whenever a loan is made, there is need for urgency in appreciating the point when a loan begins to look doubtful, in arriving at a decision as to the appropriate action and in taking that action. This will enable the bank to at least obtain full payment including accrued interest or at worst to mitigate the capital loss in the face of increased competition among banks, future profits are likely to be harder to come by and since bad debts are a charge against profits, t is appropriate that we review the methods, proportions and margins of lending to bad and doubtful debts.

Hence the significance of this study to bankers will enable them to appreciate an appraisal of their lending and control mechanism now that they are expected to lend under tight monetary conditions. The economy as a whole will benefit from the study because if the level of bad debts is reduced, banks will be left with more profits to enable them make the expected contributions to the development of the economy.

1.7      SCOPE OF THE STUDY

The scope of the study on effect Credit Management has on the profitability of only the deposit money banks in Nigeria from 2006 to 2015 and therefore the findings, analyses and recommendations cannot be linked to the whole banking industry in the Nigeria. Perhaps researching into other banks will yield dissimilar outcome. Our study intends to focus on all the existing Deposit Money Banks in Nigeria. Thus, the Microfinance banks and other banks will not be included in our study.
1.8 LIMITATION OF THE STUDY

In the study of credit management in Nigeria, A bank of Nigeria plc was used for my analysis. All references therefore relate to Access bank of Nigeria plc.
A six year period covering 1988 – 1993 will be studied.

The limitations of this study include some of unavoidable constraints and problems encountered in the process. They are as follows:

i. Finance: the problem of finance was not left out in the course of research to this study. This types of study required adequate money to enable the researcher visit the necessary places for collection of data. Insufficient fund hindered an in depth study of this research since it was financed from meager pocket money of the researcher.

ii. Non availability of records: this is one of the most important limiting factors in the course of the study. This includes the problems of not easily getting the appropriate data due to bureaucracy which hinders the information flow in the country.

iii. Non-challant attitude of bank officials: the reluctance of bank officials to reveal information on the need for this study, for fear of breach of duty of secrecy to customers and exposure of banks administrative short comings.

iv.  Ignorance of respondent /borrows: most bank customers were semi illiterates and most often it was very difficult to collect adequate data required from them.

v. Time: since this study is one of the many course offered by the researcher, the researcher was constrained by time to carry out an indent research on the study.
1.9  DEFINITION OF TERMS

LENDING: - It involves the granting of loans and advances to various customers of the bank.
i. CREDIT: - It is the transaction between two parties in which one, the creditor or lender supplies goods money return for promised future payment by the other known as the debtor or borrower.
ii. MANAGEMENT: This is the process of designing and maintaining an environment in which individual working together in group efficiently accomplishes selected aim.
iii. CREDIT MANAGEMENT:- Is the process of ensuring that all loans and advances, banking or accommodation granted to a customer by a bank are well managed to ensure that the facility run to a satisfaction according to the term governing  them are ultimately on the due data.
iv. LIQUIDITY: - This is the ability of banks to convert assets into case with minimum risk cost and delay.
v. PROFITABILITY: - This is the ability of banks to make profit for its shareholder and the ability to have left over after all expenses have been deducted with out any liability.
vi. RISK: - This is the situation whereby the outcome of an occurrence hence a known or estimable probability.
vii. BAD DEBTS: - These are debts that are irremovable or uncountable and no longer bankable assets, they are debt that have not been and are not expected to be paid.
viii. NON-PERFORMING LOAN: - These are loans and advances upon which the bank has experience default from customer in terms of repayment of the principal amount or interest.

CHAPTER TWO
2.0 LITERATURE REVIEW

2.1 
CONCEPTUAL FRAMEWORK

2.1.1 CREDIT MANAGEMENT

As bank lending forms an important aspect of banking service, credit management is crucial. Credit management have lives procedures in granting, steps and action taken in loans recovery and lending procedures as stated in the credit policy manual.

Credit policy influences the administration and management of loans. A good policy must adequately provide and state procedures in granting different types of loans, loan portfolio and pricing, recovery process, security and collection efforts.

This serve as guide for lending officer in the absence of a well formulated and written policy that suite the bank lending operation, then the banks are left frustrated. Therefore, the policy must be followed to the later, subject to periodic review of change in the economic and other environmental factors emanated by monetary authorities. Credit management can also be classified into the following ways:-

· CREDIT ADMINISTRATION: This is concern with the implementation to credit decision as authorize by the banks’ top management  and involve day to day follow up of the credit, including documentation, credit files, interest payment and loan repayment according to the terms of the approvals.
· CREDIT CONTROL: Credit control is concern with the post approval and monitoring of credit facilities, to ensure that each credit remains qualitative satisfactory during the tenor of the credit.
· CREDIT REVIEW: Credit review could be said to be a periodic appraisal of the portfolio of the banks to identify accounts which are operating in an unsatisfactory manual with a view of taking necessary corrective measures.

Osayameh (2006), explain that there are essential procedure to be followed in credit management and decision as to extending credit are based on the following question;

i. How are loans to be processed?

ii. What documents are required?

iii. How should the document be treated? 

iv. What input must be sent to area management and head office management?

v. Which forms are to be accompanied by the document and what returns should accompany the proposal?

vi. What are the discretionary powers and level of operating in the establishment?

2.1.2 LIQUIDITY MANAGEMENT

This involves the procedure employed by banks inefficiently meeting its maturing obligation with minimum risk; cost or delay planning for liquidity needs of banks is to manage the monetary position, by complying with the legal requirement and having sufficient amount in hand to meet customer demand.

PROFITABILITY ISSUE

The gross income of commercial banks is determine by the rate of return on loans and investment, by the size and composition of assets, various fees charges imposed for the performance of credit e.t.c.

However, loans and advances provide the bulk of banks’ profit. This and other sources of income must be properly managed to ensure profitability.

CAPITAL ADEQUACY

It is necessary to measure capital adequacy to determine whether a bank capital is adequate to cushion possible losses, and this require the maintenance of an adequate base of equity fund supplement by long-term  debt which provides funds that support the banks’ credit expansion or capital expenditure. This has effect on the bank’s objectives to some extent.

2.1.3 IMPORTANCE OF LENDING

Lending is particularly of great importance to the bank in the following areas:-

· The bulk of profits made by banks are usually from their lending activities. If banks do not lend, their ability to earn interest is generally curtained and invariably their profits.

· They also enable entrepreneurs who are in need of money to embark on viable projects as a result of access to the needed funds for either working capital or acquisition of plants and machinery’s for production.

· By making funds available to investors, they are directly creating room for employment opportunities.

· To the entrepreneurs, lending by banks enable investors to have additional funds, banks lending makes it easier for the government to make use of the available funds at its disposal to embark on project that would be of great benefits to her citizens.

2.1.4 TECHNIQUES AND TOOLS OF CREDIT MANAGEMENT

As pointed out by Osayameh (2006), a customer who is aware that these operations are not being closely monitored has every chance and temptation to divert the original loan to riskier activities that would make the loan go bad.

The achievement of the objectives of lending policy depends on an efficient and effective credit management control. Some of the techniques and tools employed by Nigerian banks in their credit control management will be stated in this research work later.

2.1.5 CAUSES OF PROBLEM LOANS

The resultant effect of any weak management control and supervision is problem of loan. However, some factors could make a loan to become problem loan in recovery or makes such loan to become bad debts. The causes could be grouped into two:

· Internal causes

· External causes

INTERNAL CAUSES

These are those factors which are within the control of a lending bank but which due to certain reasons were ignored, resulting on a bad debt. This includes the following:-

i. Non- Adherence to the Principle of Lending: - A general banking practice is that preposition /applications for which loan is sought to be subjected to the principles of good lending, when these principles are ignored, the result is usually a problem loan or bad debt.

ii. Lack of Inadequate Projects Monitoring: - there is need for a bank to regularly visits and supervise those projects for which they have provided a credit facility. This creates feelings in the customers’ of banks’ interest in their activities and also helps to check diversion of funds by the customer. Failure to do these will later cause problem loan.

iii. Lending on The Basis of Collateral Security: - If a lending decision is based primarily on the value of security obtained from the borrower, there is high probability of the loan to go bad.

iv. Insufficient Knowledge of Customer Borrowers Activities: - Where credit officers do not have complete knowledge of customers’ activities, the bank end up financing activities/ project which normally would not have financed.

EXTERNAL CAUSES

These are factors that are beyond the control of the bank or lending institutions. These include the following:-

i. Change in Government Policies or Economic Recession: - Economic recession due to harsh government policies has caused the financial squeeze and premature closure of many companies. Also, a sudden change in government policies could make a good project to turn bad.

ii. Financial Indiscipline: - Some customer regard credit facilities extended to them as their own share in the “National Cake” which is not to be repaid. This makes some customers not willing to repay their debt which causes problem loan.

iii. Dishonesty On The Part Of the Customer: - If a customer deliberately misinforms the banks, then there is nothing the bank can do beyond making some necessary inquiries.

2.1.6 EFFECT OF LENDING AND CREDIT MANAGEMENT ON PROFITABILITY AND GROWTH

The effect of lending and credit management on profitability and growth of banks is of two sides: we have the negative effects and the positive effects. Therefore, both negative and positive effects will be explained below:

NEGATIVE EFFECTS OF LENDING AND CREDIT MANAGEMENT ON BANKS PROFITABILITY AND GROWTH

· LOW PROFITABILITY: If there is no good lending and proper credit management in banks, there will be low profit in the banks account, because, if debt continue to increase as a result of default payment by customer due to poor credit management, there will be low profitability.
· CAPITAL INADEQUACY: The bank may not be able to maintain the liquid requirement as stipulated by the regulatory authorities, if there‘s continuous accumulation of debt.
· LIQUIDATION OF BANKS: Continuous lending without properly using credit management policy can lead or bring down a bank to a total failure or liquidation.
· INABILITY TO ATTRACT FRESH DEPOSIT: Where the credit portfolio is bad, which in turn affect the banks’ ability to refund customers funds; this may hinder the bank from attracting deposits.

POSITIVE EFFECT OF LENDING AND CREDIT MANAGEMENT ON BANKS PROFITABILITY AND GROWTH

· Increase in Bank Profit: Since lending forms the major income of the banks through the interest received on loans. If there is continuous lending and proper credit management, there will be an increase in the profit of the bank.
· A good lending principles is followed enhances the growth of a bank despite its lending function.
· Proper and effective credit policy and principles of lending if properly adhered to, will guide and protect the bank against any loss or bad debt which may want to reduce it profitability.
· Effective credit policy guides the bank in disbursing of its funds properly.

2.2 THEORETICAL FRAMEWORK

2.2.1 Credit Risk Theory 

Cantor and Frank (1996) posited that credit risk  theory is the first readily available portfolio model for 

determining  credit  risk.  The  credit  risk  approach  enables  a  firm  to  consolidate  credit  risk  across  its  entire  organization and  provides  a  statement  of  value at risk  due  to  credit  caused  by  upgrading downgrading and defaulting. Credit risk  model is useful to all firms that are exposed to credit risk in  the  course  of  their  business.  Powell  (2004)  explained  that  credit  risk  statistical  concepts  such  as  probability,  means,  standard  deviation  and  correlation  were  developed  with  three  objectives  which include  to  develop  a  value at risk  framework  that  is  applicable  to  all  the  institutions  worldwide  that are involved in credit risks during the course of their businesses, develop a portfolio view showing the credit event correlation which can discern the costs of concentrations, and the gains  of diversification  in  a  mark  to  market  framework  and  to  apply  it  in  making  investment  decisions,  and  risk  mitigating  actions  that  are  determining  the  risk  based  credit  limits  across  the  portfolio  and  rational  risk  based  capital  allocations.  The  firm  should  have  an  integrated  credit  risk  management  system  for  assessing  portfolio  risk  due  to  changes  in  debt  value  caused  by  changes  in  obligating  credit  quality  (Rajan, 1995). 

Prakash and Poudel (2012) believed that there are different programs which are to impair the portfolio  risk by reevaluating obligations with the largest absolute size. They argued that a single default among  these would have the greatest impact, reevaluate obligations with the highest percentage level of risk. 

They held that these would most likely contribute to portfolio losses, reevaluate obligations as well as  contribute  to  the  largest  absolute  amount  of  risk.  In  their  opinion  these  are  the  single  largest contributors to portfolio risk.  

2.2.2 Credit Risk Modeling 

Stiglitz and Weiss (1981) proposed that credit risk management can be a very analytical and statistical  process.  Theoretical  models  used  to  evaluate  and  direct  credit  risk  are  often  complex  and  highly  quantitative. It  must be  noted that before credit risk can be  well  managed,  it  must first be  measured. 

Davidson (2009) examines the two broad ways to credit risk analysis: classical option pricing models and  direct  modeling  of  the  default  probability  of  issuers.  Insights  offered  can  be  drawn  from  each approach with demonstration that the distinguish between the two approaches is not at all clear cut. 

Walsh (2010) revealed in his approach that the model strikes a fruitful balance by quickly presenting the  basic  ideas  of  the models  and  offering  enough  details  so  that  firms  wishing  to  implement  this model can derive and implement the models themselves. Jose and Riestra (2002) stated that credit risk  model is used by firms to evaluate and direct credit risk thus, the model perform three main functions  which are: the  models  are used to approximate the likelihood that counterparty will  default or fail to pay  what  it  owes;  the  model  needs  to  be  able  to  evaluate  the  dollar  amount  that  might  be  lost  if  a counterparty  defaults  and  the  model  should  have  the  capability  to  measure  the  correlation  of  default risks  across the  entire  credit  exposure to  manage portfolio.  As  such, the  models  are designed to  help  financial  institutions  in  quantifying,  aggregating  and  managing  risk  across  geographical  and  product lines. 

The  outputs  of  these  models  also  play  increasing  and  important  roles  in  risk  management  and  the  performance  measurement  processes  of  financial  institutions  and  manufacturing  firms  including  performance based compensation,  customer  profitability  analysis,  risk based  pricing  and  to  a  lesser  (but  growing)  degree,  active  portfolio  management  and  capital  structure  decisions.  Credit  risk modeling may certainly turn out to result in better internal risk management and may have the ability to be used in the monitor oversight of financial institutions.

2.3 EMPIRICAL REVIEW

(Taiwo and Abayomi 2013) evaluates the impact of credit risk management on bank profitability of some selected DMBs in Nigeria. The result from Panel Least Square (PLS) estimate found that credit risk management has a significant impact on the profitability of Nigerian banks. Poudel (2012) studied the factors affecting commercial banks performance in Nepal for the period of 2001-2012 and used a linear regression analysis technique. The study revealed a significant inverse relationship between commercial bank performance measured by ROA and credit risk measured by default rate and capital adequacy ratio. In this study, the a priority assumption is that credit risk (non-performing loans, loan loss provisions, loans and advances) has a negative impact on profitability. Additionally, there are other internal variables such as capital adequacy, bank size and age that could affect the profitability (ROA and ROE) of a bank. The 2015 Credit Management and Bank Performance of Listed Banks in Nigeria revealed that ratio of non-performing loans and bad debt do not have a significant negative effect on the performance of banks in Nigeria. While secured and unsecured loan

ratio and bank‟s performance was not significant (Uwalomwa, Uwuigbe and Oyewo, 2015).Saeed and Zahid 2016) studied the impact of credit risk on profitability of the commercial banks and the result showed that credit risk indicators had a positive association with profitability of the banks.

Moreover, sound management of credit risk is a significant element of an all-inclusive method to risk management as a whole and vital to the future progress of any financial institution. Banks play a major role in the credit market because they assemble deposits from the various surplus units and make them available to the deficit unit for development activities. This implies that banks give out loan to borrowers from deposits made by the public with the objective of increasing their profitability. Now, since banks make huge profit through their role as financial intermediaries, it beholds on them to find pragmatic ways of managing credit risk and thereby guarding and enhancing their profitability (Muhammad & Garba, 2014).

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.

More comprehensively, Kolapo et al. (2012) used panel data analysis in studying the effect of credit risk on banks‟ performance using ROA as a measure for performance. The result was that an increase in nonperforming loans or loan losses provision diminishes profitability (ROA), while an increase in total loan and advances enhance profitability.

CHAPTER THREE
3.0  METHODOLOGY

3.1 DESIGN STUDY

This refers to the specifications of procedure for collecting and analysis of data. According to ‘Ahuazu (2006)’, there are two type of research, the survey in which a presentation sample of the population is studied and result generalized. 

The order is the case study, which involves the study of a group at one point in time arriving at conclusion in relation to the situation of the group.

However, for the purpose of the study, survey research design was used in focuses on basic fact and opinion of people through their expression in answering the research questions.

3.2
SOURCES OF DATA

The nature of the research requires the involvement of personal observation to collect information that is of personal observation to collect information that is required for the study, since the researcher bases on the significance economy, the objective of the research will not be achieved if the whole information based only on secondary source of data collection but rather should we involved primary source also to achieve effective and efficient result (information).

The two source of data collection for the study include:-

1. Primary source

2. Secondary source    

1.
PRIMARY SOURCE: A valuable amount of information was gathered through this source are able to ensure the validity of the research, the researchers make use of, personal interview in do this, we draw, question were design in such a way that the objective of the study took the most important in the mind of the research and some other guide to interview design reveal the fact and relevant information required by the researcher from the organization. 

2.
SECONDARY SOURCE: For the secondary source of information collected for the study, the researchers in this case make use of textbooks, libraries and lecturer also the use of expert opinion is presented, journals and annual reports of central.  

3.3
POPULATION OF THE STUDY

The population of this study is made up of the entire staff and users of Access Bank.  Since, it’s impossible to reach out to the population in it’s entirely a sample of twenty-five (25) respondent was selected randomly.

It also the representative of the population in which proper analysis provides to give insight to the chrematistics of the population.  

3.4
SAMPLING SIZE AND SAMPLING TECHNIQUES

A sample is a set of items or individuals selected from a larger aggregate or population of which we wish to study.


The procedure for drawing samples from a population is however called or known as sampling. Subset as been chosen. This is made up of distressed and liquidated banks whose deposit has been paid-off.

The sample process or size means the population in the area of study since it is costly and time consuming to contact the whole population random sample techniques is used in carrying and the research work. In carrying out this research work, 25 people of the sample frame are selected at random to serve as sample size.

3.5 RESEARCH INSTRUMENT
Validity can be defined as the ability of the instrument to measure what it is designed to measure (Asika, 2004). For validity of measurement to be established there should be a complete absence of measurement error. To ensure the validation of the research instrument in this study, the context validity was adopted, the questions in the questionnaire were related to the subject matter under investigation, they are unambiguous and it was also attested to, so as to avoid a situation whereby the instrument lacks measurement scale.

Also the sampling of respondents had been done carefully, so as to cover relevant areas. The research instrument in this study also measured the predictive ability in relation to other past and currently validated instrument.

In order to achieve the reliability of the research instrument, a pilot test was conducted, the researcher administered the questionnaire to a proportion of the sample and others that were not included in the sample so as to ascertain if the questionnaire have the same inference to the respondents and find out if the questions were clearly understood by the respondents.

3.6 METHOD OF DATA ANALYSIS
In order to analyze the data collected with the aid of the questionnaire, correlation, standard deviation, and mean were used to analyze the data. The SPSS statistical package was used for analysis in order to minimize any intended error. This is because the statistical tools show the extent and relationship that exist between variables of study.The popular of the study comprise corporate organization owing their essential duty to humanity and because they are scattered all over the country. The study will adopt a sample frame of Access Bank Plc.

3.7 MODEL SPECIFICATION

A representation of a system that allows for investigation of the properties of the system and, in some cases, prediction of future outcomes. Models are often used in quantitative analysis and technical analysis, and sometimes also used in fundamental analysis.
The components of internal control are:

Control environment 

Risk assessment process 

Control activities

Information and communication

Monitoring

All these are proxy for internal control while the component for organization performance are :

Employee productivities

Level of sales

Customer satisfaction 

Model specification

OGPM =INTC …………………………………3.1

OGPM =organization performance

INTC =internal control

OGPM = f(INTC) ………………………………..3.2

INTC =f(INFT,RMG,FCG,CSD) ………………..3.3

INTC =f(β0INFT, β1 RMG, β2 FCG, β3 CSD) ………………..3.4

ALL are proxy for internal control.

INFT = internal control technology department (i.e IT deparment)

RMG =risk management group

FCG =finanacial control group

CSD =customer services department

Β1, β2, β3 = paramenter

β0 = intercept

therefore the model are as follow

OGPM=  β0 +β1 INFT + β2 RMG + β3 FCG + β4 CSD +U…………………………3.5

U = STOCHASTIC TERM/ ERROR TERM

CHAPTER FOUR

1.0 DATA ANALYSIS AND DISCUSSION
4.1
INTRODUCTION

To efficiently analyze the result from the data presentation, the appropriate method of data collection was used. The chapter analyzes the data collected from the branch office of Central Bank of Nigeria.


The data are presented in simple percent tabulated to give a clear view representation, and chi-square was used to test the formulation hypothesis.

4.2 DEMOGRAPHIC CHARACTERISTIC OF RESPONDENTS

Questionnaire was distributed to the staff of the credit department of the Central Bank of Nigeria and other staff who have interest in it.


The data of the questionnaire distributed were 25 and it was all filled and returns back. The blank of the questionnaire received are manually processed and also were reported in tables and bar which chart represents the response in percentages.

TABLE 4.1
GENDERS OF THE RESPONDENTS

	GENDER
	RESPONDENTS
	PERCENTAGE (%)

	Male
	15
	60

	Female
	10
	40

	Total
	25
	100



Source: Field Survey (2025).

It could be observed that from the table above, the percentage of male to female respondents is higher. There are about 15 males 60% and 10 females making up of 40% in the total population of staff in the credit department.
TABLE 4.2
AGE OF THE RESPONDENTS

	AGE
	RESPONDENTS
	PERCENTAGE (%)

	20-40
	18
	72

	41 Above
	7
	28

	Total
	25
	100


Source: Field Survey (2025).
It can be deduced from the table above, the percentage of the respondents where age range from 20-40 years is 18 with 72%, while age 40years above is 7 which are 28%. The people in 20-49 years department are still capable of carrying out their duties efficiently and effectively, because they are still seen to be agile and capable of moving up and down.

TABLE 4.3
EDUCATION QUALIFICATIONS

	QUALIFICATIONS
	RESPONDENTS
	PERCENTAGE (%)

	1st Degree and Below
	10
	40

	Post Graduate and above
	15
	60

	Total
	25
	100


Source: Field Survey (2025).

The above table and chart reveals the summary of the qualification of the lending officers of the bank (Central Bank of Nigeria).


Observation shows that, out of the respondents, only 10 making up 40% passed 1st degree and below, while 15 of the making 60% has post graduate and above in various fields.
4.4 RESPONDENTS BY YEARS OF EXPERIENCE

	YEAR OE EXPERIENCE
	RESPONDENTS
	PERCENTAGE (%)

	Below 4 Years
	6
	24

	4 Years and Above
	19
	76

	Total
	25
	100


Sources: Field Survey (2025)
Deduction from the above is that, the officers have many years of working experience. The larger percentage is 76% i.e. 19 staff represent respondents that have been in service of the bank for 4 years and above, while 6 i.e. 24% represent staff whose working experience is below 4 years.

4.3 STATISCAL RESULT

TABLE 4.5 FIELD OF STUDY OF THE RESPONDENTS 

	Field of Study
	Respondents
	Percentage (%)

	Banking and Finance
	9
	36

	Accounting
	7
	28

	Business Administration
	3
	12

	Others
	6
	24

	Total
	25
	100


Sources: Field Survey (2025).

It would be assumed normally that only those studies Banking and Finance are supposed to work in banks. However, table 5 reveals that most of workers actually studied banking and finance.
While other workers are from related field which include, Economics, English, Marketing and Computer science. As revealed in table above, 9 respondents i.e. 36% studies banking and finance, 7 respondents i.e. 28% studies Accounting, 3 respondents making 12% studies Business Administration. Other field is 24% making 6 respondents.

TABLE 4.6 DISTRIBUTION OF RESPONDENTS BY POST HELD

	POST HELD
	RESPONDENTS
	PERCENTAGE (%)

	Senior Staff
	11
	44

	Middle Staff
	8
	32

	Junior Staff
	6
	24

	Total
	25
	100


Sources: Field Survey (2025).

Deduction from the above table shows that 44% making 11 respondents are senior staff, while 32% making 8 respondents are middle staff, while the remaining 24% making respondents are junior staffs.

Section B and C of the Questionnaire presents respondents responses regarding lending and credit management. The respondents are allowed to give their view about all the banks credit management and how they are being used in time past and even presently.


It also reveals the performance of the banks in monitoring and supervision of loans to reduce bad debt to considerable level. 

SECTION B & C

The effect of credit to the level of development and growth of the economy can also be observed from the view of these questions.

TABLE 4.2:7 RESPONSES ON THE BANKS LENDING AND CREDIT MANAGEMENT.

	Variable
	Respondents
	Percentage (%)

	Yes
	10
	40

	No
	8
	32

	Indifferences
	7
	28

	Total
	25
	100


Source: Field Survey (2025).
From the observed table above, we can see that 10 respondent (40%) answered yes to the questions on bank lending and credit management of the bank, while and respondents making 32% answered No and 7 respondent making 25% answered indifference to the questions.

TABLE 4.8 LENDING / CREDIT MANAGEMENT AND  BANKS PROFITABILITY AND GROWTH

	Variables
	Respondents
	Percentage (%)

	Yes
	18
	72

	No
	4
	16

	Indifference
	3
	12

	Total
	25
	100


Source: Field Survey (2025).

From the gathered table above, it can be deduced that 18 respondents answered yes, 4 respondents answered No, while the remaining 3 answered indifference to the question.

However, it can still be ascertained that to some extent Credit management has an effect on the bank profitability and growth either positively or negatively.

4.4
TEST OF HYPOTHESIS 

The  statistical hypothesis are the Null (No) and the alternative (Hi) is the assumption that there is no differences between the hypothesis in this research as with the aid of the chi-square distribution at 0.10 level of significance between the observed and expected frequencies which is denoted by the formula below


X2 = ∑(O - E)2



E



Where; X2  = Chi – Square


 O = Observed Frequency


 E = Expected Frequency


Decision Rule:

The test statistics (Xt) and the critical value shall be compared if the test statistics is greater than or equal to the critical value, the will hypothesis will be rejected at 0.10 level of significance, but otherwise, the null hypothesis will be accepted at either the same level or not.


Ho: Credit Policy does not reduce risk involved in Lending.


Hi: Credit policy reduces risk involved in Lending

Ho: There is no strong relationship between Effective Credit Lending function and over all growth of bank.

Hi: There is strong relationship between Effective Credit Lending function and over all growth of bank.

	Responses
	O
	E
	O – E
	(O - E)2
	∑(O - E)2

	Very Large Extent
	2
	2.5
	-0.5
	0.25
	0.1

	Large Extent
	6
	2.5
	3.5
	12.25
	4.9

	Little Extent
	2
	2.5
	-0.5
	0.25
	0.1

	Indifference
	-
	2.5
	-2.5
	6.25
	2.5

	Total
	10
	10
	0
	19
	7.6


Since the computed value 7.6 is greater than the table 6.25 at 0.10 significance level, then we reject the null hypothesis and accept the alternative hypothesis.



Accepted

: Distributed Questionnaire

CHAPTER FIVE

5.0SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 SUMMARY


As revealed in the analysis of results in chapter four, from respondents to some questions, it can be seen that there is need for credit policy, which is being influenced by monetary guidelines, regulatory the limit of credit to customers and high level of supervision of loans granted.


Proper supervision posses caution, which well indicated in the credit policy, this is to ensure that the bad debt or losses are reduced considerably. These factors are inevitable when using credit policy and administering loans.


As can be deduced, if the bank is not careful in adhering to the specific credit limit, its customer will try to make the opportunity of acquiring credit above the set limit. The repayment may not be guarantee 100%, and should the customer in default in repayments, the assets of the bank gradually reduced.


The bank may then suffer financial constraint and distress, which may lead to liquidation or winding up of the bank. After credit has been granted, there is need for proper supervision. The specific methodology and procedure for monitoring loans must be ascertainable in the policy.


In preventing violation in the set rules of the regulation authorities, the reserve requirement and other directive that may be given from time to time must be adhered to; else it may lead to winding up or revocation of the bank’s license.

5.2 CONCLUSION


Lending administration can be more effective when credit policy is used. Credit policy provides a suitable guide for credit officers or administrators. Therefore, the bank to be fulfilled in carrying out its major function of lending, the formation and implementation of credit policy is very necessary.


For the growth, profitability and liquidity of the bank to attained the needed tools is a well-designed policy that would bring growth, sustained improvement in the development of the bank and the economy as a whole.

Finally, in any banking industry, aiming higher and desiring the growth and profitability of the bank, effective credit management or good principle of lending must strictly be adhered to.

5.3 RECOMMENDATIONS


The bank needs an effective and articulate credit policy to be able to carry out its lending function effectively. In doing this, the bank should put in place some planned programmes to improve the lending services of the bank, the skill level of staff and the welfare of its officers.

· Adequate staff training, seminars, training and workshops for the Credit officers and the banks staff which will enable them to make good and reliable decision in administering Loans. 

· Bonuses in terms of improvement of staffs and leaves and work conditions etc. in order to boost the moral of the staff to put in their best in carrying out the appropriate duties, Credit Administration involves series of evaluation and decision making. 

· The bank is faced with a fierce competition inherent in the banking sector, and a must strive to compare with its counterparts, therefore, any report of default is an indication of distress, the bank must scrutinize and evaluate new business opportunities and adjust to the change in the economic environment and the regulatory environment.

· Members of the public should be enlightened about the operation of banks, new events in banking and available banking services. 

· Necessary banks habit, ethic and seminars can be organized such as public enlightenment or bank sponsored programmes on banking services in Nigeria.
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