BANK CREDIT FACILITY AND CUSTOMERS’ SATISFACTION
ABSTRACT

The research work is aimed at determining how effective credit management is with a view to meeting the requirement and satisfaction of the various categories of customers that is to find out whether bank customers are satisfied with the granting of loans and advances and also to examine the regulatory provisions of banks in terms of granting of facilities vis-à-vis customers requirement. The analysis of this work was done using the chi-square statistics. Primary data were obtained through the use of questionnaire, and personal observations. This enabled us to know the relationship between the bank’s provision of credit facilities and customer’s satisfaction. It was found that the procedure of granting credit facility by banks is a factor that affects the satisfaction of bank customers. It is expedient that management should do away with stringent and unnecessary procedures that dissuade clients from obtaining bank credit.

CHAPTER ONE

INTRODUCTION

1.1 Background to the Study
The banking system is a very strong element of the entire edifice of the nation. A bank is simply an institution that provides the minimum banking services and which is licensed by the federal government as a banking institution. Such minimum banking services includes;

(a) Acceptance of deposit from the general public

(b) Making payments to the depositors on demand to the extent of the money available in their accounts

(c) Granting loans and advances to credit-worthy customers

(d) Be involved in the clearing of cheques.

(e) Keeping current account in their books which credits and debits are entered.

The bank credit facility to customers is of two forms which are overdraft and advancesand the maximum benefit derived from this goes a long way to know how satisfied these customers are. One of the important factors for the success of a bank is customers; a bank must try to institute a credit policy that will not discourage a customer from seeking credit facility. It is observed that customers are dissuaded from obtaining credit facilities from banks as a result of stringent and complex procedures in obtaining credit facilities. In most case, loan seekers are not literate enough to cope with the complex procedures and requirements needed in obtaining credit facilities from the bank. The banks are expected to follow a rationalized credit policy based on credit standing of customers and other relevant factors should be put into consideration. Also, banks should evaluate the credit worthiness of existing customers.

1.2 Statement of  Problem
It has been observed that banks have failed in instituting an effective and efficient credit policy in meeting customers demand for credit facility and this has resulted in reduction of customers seeking credit facility.

Many business have gone down the drain due to lack of fund collateral security which otherwise would have been averted. And as a result of this problem, the following questions becomes an issue to tackle, firstly does the credit policies operated by the bank favorable to customers? What effect does the credit policy have on the customers? It is an inescapable fact however that customers cannot do without these bank facilities. What are the factors which influence their decisions in obtaining these facilities?

Most of the credit policies instituted by the banks are derived from regulatory framework. However, regulatory frameworks have an impact on the credit policies of the bank. Not farfetched, the interest rate has an effect on customer’s satisfaction this is as a result of the fact that the higher the interest the lower the customer’s satisfaction and the lower the interest rate the higher the customer’s satisfaction.

1.3 Objectives of the Study
This research work seeks to determine how satisfied customers are with regard to bank credit facilities. The study aims at achieving the following objectives:

1. To determine the effectiveness of credit management with a view to meeting the requirements and satisfaction of the various categories of customer’s.

2. To examine the regulatory provisions of bank in terms of granting of facilities vis-à-vis customer’s requirement.

3. To find out whether bank customers are satisfied with the granting of loans and advances.

4. To examine the effectiveness and efficiency of bank credit management in commercial banks.

1.4 Research Questions
Below are important questions for this research work:

1. Is the credit policies operated by the bank favourable to customers?

2. What effect does the credit policy have on the customers?

3. What are the factors which influences customer’s decision in obtaining these facilities?

4. Can customers do without these bank facilities?

1.5 Statement of the Hypotheses
The following hypotheses will be formulated and tested in this study.

Hypothesis A
Ho: The regulatory provisions of banks in terms of granting of facilities are not favorable to customers.

H1: The regulatory provisions of banks in terms of granting of facilities are favorable to customers.

Hypothesis B
Ho: Bank customers are not satisfied with the granting of bank credit facility (loans and advances) procedures.

H1: Bank customers are satisfied with the granting of bank credit facility (loans and advances) procedures.

1.6 Scope of Study
This study covers bank credit facilities and how it can be used to promote or achieve better customer service delivery that guarantees customer satisfaction.

1.7 Significance of the study
This study will attempt to generate new interest in the development of bank credit facility and its customers’ satisfaction. Hence, customer’s satisfaction should be a major objective of any business establishment particularly financial institution. There is the need to evaluate the satisfaction derived by customers in the utilization of bank credit facilities. This study therefore serves as an attempt to undertake the evaluation of customer’s satisfaction. 

Other interested parties that immensely benefit and find some treasures from this study include banks, financial institutions, investors, institutions of higher learning, scholars, regulatory bodies and future researcher wishing to research into these problems.

1.8 Limitations of the Study
Time was a major constraint in this study in the sense that the time within which this project was to be submitted was too short. Also the finance available for the study was not adequate; this however limited the sample size of the study.

Lastly, the banks were not willing to volunteer information as confidential. In spite of these limitations, efforts were made to reduce their effects to ensure that the results of the study are available.

1.9 Operational Definition of Terms
Collateral: This is a form of security especially an impersonal form of security, such as life assurance policies or shares used to secure a bank loan.

Bank Loan: A specified sum of money lent by a bank to a customer, usually for a specified time and at a specified rate of interest.

Bank Interest: The interest charged by a bank to a person or company based on the daily cleared overdraft balance or a committed loan.

Overhang: The surplus shares remaining with underwriters when a new issue of shares has not been fully taken up by investors.

CHAPTER TWO

LITERATURE REVIEW

2.0 INTRODUCTION

Our focus in this chapter is to critically examine relevant literature that would assist in explaining the research problem and furthermore recognize the efforts of scholars who had previously contributed immensely to similar research. The chapter intends to deepen the understanding of the study and close the perceived gaps.

2.1 CONCEPTUAL FRAMEWORK

CREDIT
Deposit money banks exists not only to accept deposits but also to grant credit facilities, therefore inevitably exposed to risk of credit management. Credit is the faith lender has in a borrower so that resources can be transferred to the borrower without immediate payment (Greuning & Bratanovic, 2003). This means the lender gives a borrower an asset with the intention of getting an equal asset in value on the day of payment in a later date. Credit risk is by far the most significant risk faced by banks and the success of their business depends on accurate measurement and efficient management of this risk to a greater extent than any other risks. In the financial parlance, Credit also refers to the giving out of loans and the making of debt Gieseche (2004). According to Tetteh (2012), sound credit-giving is one of the most essential principles which strengthen financial institutions in their financial standing. This researcher stressed that, sound credit giving establishes credit limits as well as develop credit granting process for approving new credits. Credit plays a very vital part in the economic growth and development of a country. These roles credit plays can be categorized into two: it enables the transfer of funds to where it will be most effectively and efficiently used and secondly, credit economizes the use of currency or coin money as granting of credit has a multiplier effect on the volume of currency or coin in circulation.

Credit Management 

Myers  and  Brealey  (2003)  defined  credit  management  as  a  method  and  strategy  adopted  by  a manufacturing  firm  to  ensure  that  credits  are  kept  at  optimal  level  and  also  ensures  its  effective management. It  specifically  involves  credit  classification,  credit  analysis,  credit  rating  and  credit reporting. Credit management is indispensable for any firm relations with credit transactions to ensure its growth since it is impossible to have a zero default or credit risk in any situations. There is a direct connection  between  account  receivables  and  their  financial  cost  such  that,  the  higher  the  amount  of accounts  receivables  and  their  age,  the  higher  the  financial  costs  incurred  in  maintaining  them.  If  a firm’s default rate of repayment is  high  and  urgent  cash  needs  may  arise  that  can  lead  to  borrowing and  the  opportunity  cost  in  this  regard  is  the  interest  expenses  incurred.Nzotta  (2004)  averred  that credit  management  has  great  influence  on  the  success  or  failure  of  firms  financially  and  otherwise. 

This is because the failure of firms is highly influenced by the quality of credit decisions and thus the risk  asset  quality.  Effective  credit  management  keenly  require  the  ability  to  intelligently  manage customer credit lines. In other words,to  minimize  exposure to bad debts  and bankruptcy, firms  must deeply know a customer’s financial strength, full business details, credit score history and fluctuating payment patterns.

Credit Risk

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 (2014) 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 honouring the terms and conditions of the credit arrangement (Fatemi & Foolad, 2006). In essence, credit risk arises from uncertainty in counterparty‟s ability or willingness to meet his/her contractual obligations. In the same vein, Naomi (2011) 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.

Credit Risk Management

Credit  Risk  Management  (CRM)  this  involves  the  administration  of  credit  facility  to  ensure  orderly and full payment, monitoring of credit facilities as well as identifying strategies  when credits actually deteriorate.  Banks  need  not  to  involve  in  business  in  a  way  that  unnecessarily  imposes  risks  upon them, nor should they absorb risks that can be effectively transferred to other participants, but rather, they should accept risks that are uniquely part of their array of services (UNDP, 2008). Banks should conduct adequate due diligence to fully understand the credit risks that exist both for individual loans and for the entire portfolio. Effective portfolio management begins with the oversight of the risk in the individual loans. Provident risk selection is crucial to maintaining useful loan quality. The purpose of portfolio  management  is  to assess the  likelihood  of timely credit repayment. The  historical  emphasis on  controlling  the  quality  of  individual  loan  approvals  and  managing  the  performance  of  loans continues to be essential (Ledgerwood, 2009).

Credit Risk Management Strategies 

Credit risk management strategies are tools used by banks to refute or insignificant the adverse effect of credit risk. An effective credit risk management structure is importance for banks so as to improve profitability  assure  and  survival.The  survival  of  any  firm  (including  banks)  depends  on  the  credit made available to customers because it gives them strength to succeed in a competitive environment. Firms should, therefore, adopt strategies that would ensure active management of trade credit so as to reduce the risk of non-repayment. Hence, banks should strive to utilize regularly updated credit policy manuals  as  the  sole  guide  to  credit  sales.  Such  credit  manuals  should  entail  the  golden  rules  and regulations guiding the work being performed within each unit in the credit department. Credit manual is needed to properly treat the important credit issues and to ensure reasonable and accurate actions on these  issues.  Since  the  work  being  done  by  the  credit  department  affects  all  other  departments  in  an organisation, to mention a few, credit manual should contain; statutory requirements, credit procedure and    approval    process,    documentation    demanded    from    concerned    party    and    department, communication  channels  between  the  different  branches  and  the  head  office  of  the  customers’ business and punishments for violating agreement by defaulters and lots more.

The credit risk 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., 2012) 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. (2009), 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. (2009) 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., 2009.

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., 2009).

d. Credit Enhancement
According to (Gestel et al., 2009) 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, 2005). 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, 2003). This, to some extent, could enable market participants to assess the bank‟s risk profile and level of capitalization.

Credit Performance in Banks

Credit can positively  or  negatively  influence  the  rate  of  economic  activity  through  its  influence  on capital accumulation. This is especially true for developing countries where capital markets are still in infancy  (AfDB,  2008).  One  of  the  biggest  issues  facing  banks  is  the  large  stock  of  non-performing advances.  The  poor  state  of  loan  portfolios  in  deposit  money  banks  have  been  a  major  cause  of insolvency   in   Nigeria   and   the   large   stock   of   non-performing   assets   (NPA)   is   threatening macroeconomic stability. It has deprived the economy of a continuous flow of funds to economically viable activities, and this has had adverse effects on the growth and development of Nigeria’s financial services. Poor asset quality does not only hinder a deposit money bank’s ability to recycle its financial resources, it also threatens  its viability. Deposit money banks  in Nigeria have registered a high assets loss  and  if  not  checked,  could  result  in  the loss of confidence  in  banks  sub-sector  of  the  financial industry. For money deposit banks to be successful, they must manage their credit function efficiently and  effectively.  How  effectively  a  financial  institution  manages  its  credit  function  is  the  basis  on which its quality of assets and performance are judged (Mueller, 2003).

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. Profitability measure is important to the investors. The level of profitability is very significant for the shareholders of a bank, because it shows how effective managements  have utilized their investments (Devinaga, 2010). In ascertaining the  financial potency of  a  deposit  money  bank,  the  level  of  profitability  is  predominant.  Codjia  (2010)  viewed  that  banks profitability  performance  will  concentrate  on  the  income  statement  which  shows  how  much  banks generated  (revenue)  and  how  much  banks  spent  (expenses)  net  income.  In  contract  to  Rushdi  and Tennant  (2003) profitability can be  evaluated  in a number of  ways. Which  include Return  on  Assets (ROA), Return on Equity (ROE). But over the  years, most researchers  prefer using Return on  Assets (ROA). Similar to Godlewski (2004) used ROA  in  measuring profitability. It was disclosed that; the performance  of a bank  was  negatively affected by the level  of  non-performing ratio. In theory, ROA shows the strength of a bank’s management to make profits using the level of assets available. It may be  unfair  because  of  the  other  events  that  take  place  outside  the  statement  of  financial  position (Athanasoglou,2005).  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, 2010). In determining the financial strength of a deposit money 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., 2016). 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., 2009). 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, 2010).

Financial Performance Measures 

Financial performance is a management initiative to upgrade the accuracy and timeliness of financial information  to  meet  required  standards  while  supporting  dayto  day  operations  (Bessis,  2008).According to Lyman and Carles (2008), financial performance is the operational strength of a firm in relation to its revenue and expenditure as revealed by its financial statements. Financial performance is characterized by a bad debt policy, sales turnover, profitability level, client’s dropout rate, growth, reduction  in  fixed  assets,  and  physical  visitation  by  commercial  staff,  debt  age  analysis,  and  public media. Generally, the financial strengths of banks and other financial institutions have been evaluated using a merger of financial ratios analysis, benchmarking, determining performance against budget or a mixture of these research methods (Avkiran, 2005).Financial performance is  that the  extent to  which the  aims  of the firm  is  are  met (Yahaya & Lamidi, 2015). Banafa, Muturi and Ngugi, (2015) explained that the bank’s financial performance is refers to how effectively a bank uses its assets from its principal role of conducting business and its subsequent generation  of revenues. Also, financial performance  means  the  overall  well-being  of a bank as  far as finance cares over a particular period of your time. (Yahaya & Lamidi, 2015).

2.5. Customer Satisfaction
Customer is a person having attitude of interacting in regular banking business and can be inferred hence, that banking business is based on customers (Naureen and Sahiwal, 2013). From the very first time a person comes to a bank for depositing money, relation begins. Customer satisfaction is a person’s feeling of pleasure or disappointment resulting from a product or service’s performance in relation to his/her expectations (Akinyele et al., 2011). Lovelock and Wirtz (2005) pointed that customer satisfaction is attitude like judgment following a purchase act or a series of customer product interactions. Customers and even banks attach importance to satisfaction (Amoah-Mensah, 2010). Customer satisfaction for service sector like banking can also be interpreted in two ways, as a process and as an outcome. Early concepts of satisfaction have typically defined satisfaction as a post-choice evaluative judgment concerning a specific purchase decision and as the difference between the expectation and the actual performance.

In a study by Amoah-Mensah (2010), he submits that satisfaction should be viewed as a judgment based on the cumulative experience made with a certain product or service rather than a transaction - specific phenomenon. Once customers are fulfilled and have an encouraging picture or quality of purpose about a particular organization, it will take a long time for competitors to snatch or persuade them to change to them. The logical conclusion there is that, to any organization the advantage they derive from customer satisfaction include loyalty, repurchasing to increase sales or profit, good presentation of the product or service to others to purchase (He and Song, 2009; Sit et al., 2009).

2.5.1. Satisfaction
As pointed by Danjuma et al. (2015) the ISO 1002 indicates that satisfaction is the extent to which the requirements of the customers have been met where ISO 1002 requirements means stated needs or expectations whether implied or obligatory. Oliver et al., cited in Amoah-Mensah (2010) views satisfaction as when the service provider meets the expectations and norms of customers. This view is shared by Anderson et al. (1994). Westbrook and Oliver (1991) in another study submitted that satisfaction is when a consumer cognitively compares actual performance with expected performance. Kotler (1991) postulates that satisfaction is the post purchase evaluation of products or services taking into consideration the expectations.

Abdullahi and Ruzariu cited in Amoah-Mensah (2010) pointed that the level of customer satisfaction may be influence by various internal and external factors. This implies that the determination of satisfaction is very difficult. In a related study by Veloutsou et al. (2005) indicate that overall customer satisfaction is not a static process but keeps on changing when the customer get an experience with the service provider.

2.5.2. Dimensions of customer satisfaction
Amoah-Mensah (2010), pointed that affirmative evaluations regarding one brand products or service are signals of impressive customer satisfaction. This satisfaction if continued will result to customer loyalty.

i.Emotional dimension

ii.Behavioral dimension

iii.Affective and cognitive dimensions

iv.Intention to repurchase measurements.

EMPIRICAL STUDIES

Hosna, Manzura and JuanJuan (2009) studied credit risk  management and the profitability of  deposit money  banks  in  Sweden  using  multiple  regression  analysis  and  found  out  that  non-performing  loans hav  significant  and  negative  relationship  with  return  on  investment,  while  it  is  also  positive  and insignificantly  related  to  return  on  equity.  Also,  Kithinji  (2010)  investigated  the  effect  of  credit  risk management  on  the  profitability  of  deposit  money  banks  in  Kenya.Secondary  data  were  used,  data were  collected  on the amount  of credit,  level  of  non-performing loans and profits, the study covered 2004 to 2008 and  was  analyzed using regression technique. The results  showed that, the  mass  of the profits of deposit money banks are not influenced by the amount of credit and non-performing loans. Similarly, Muthee (2010) conducted a research on the connection between credit risk management and profitability  of  deposit  money  banks  in  Nigeria.  The  regression  analytical  technique  was  used  to established  the  relationship  between  NPL  and  RO.  The  findings  of  the  study  showed  that  credit  risk management has an effect on profitability of all the selected deposit money banks under study. 

Abiola  and  Olausi  (2014)  examined  the  Impact  of  Credit  Risk  Management  on  the  Deposit  Money Banks’ Performance in Nigeria.Panel regression analytical model was employed in the study. Return on  Equity  (ROE)  and  Return  on  Assets  (ROA)  were  usedas  the  performance  indicators  while  Non-Performing  Loans  (NPL)  and  Capital  Adequacy  Ratio  (CAR)  as  credit  risk  management  indicators. Findings revealed that, credit risk management has a significant impact on the profitability of deposit money banks in Nigeria. Ogbuagu,  Udoh  and  Udoh  (2016)  investigated  Loan  Risk  (LR),  Loan  Risk  Management  (LRM)  and Deposit  Money  Bank  Profitability:  A  Panel  Analysis  of  Nigerian  Banks.  Data  were  sourced  from published  annual  financial  statements  of  fifteen  deposit  money  banks,  the  Central  Bank  of  Nigeria statistical bulletin and the Nigerian Stock Exchange.The study used standard econometric techniques of  balanced  panel  regression.  The  finding  of  the  study  showed  that,  loan  risk  and  loan  risk management have a high causality and significant relationship with parameters of bank profitability.In the same vein, Kishori and Jeslin (2017) discovered various factors relevant to credit risk management and its influence on the financial performance of selected banks in India for the period of 2001-2011. Findings  of  the  study  revealed  that  credit  risk  management  have  a  significant  negative  effect  on  the financial performance of the bank. Isah Serwadda (2018), analyzed the impact of credit risk management on the financial performance of commercial  banks  in  Uganda  for  a  period  of  2006 –2015  using  panel  data  for  a  sample  of  20 commercial banks. The study employed descriptive statistics, regressions and correlation analysis. The study  revealed  that  credit  risk  management  impacts  on  the  performance  of  Ugandan  commercial banks. The results portrayed that banks’ performance was inversely influenced by  non‑performing loans  which may expose them to large magnitudes  of ill liquidity and financial crisis. Thus given such results,  the  study  recommended  that  banks  need  to  enhance  their  credit  risk  management  techniques not only to earn more profits but also to maintain a qualitative asset portfolio and attention be given to non‑performing  loans,  loan  loss  provision  to  total  loans  and  growth  in  interest  earnings  that  were found to be significantIn  the  work  by  Mayowa  and  Ehi  (2019),  the  study  investigated  the  relationship  between  credit  risk management and the performance of Deposit Money Banks (DMBs) in Nigeria over the period 2006-2016 using the  dynamic Generalized Method of Moments  (GMM) and Granger causality techniques. The  study  revealed  a  direct  and  statistically  significant  relationship  between  DMBs  credit  risk management  variables  measured  by  capital  adequacy  ratio,  non-performing  loan  ratio  and loan  loss provision ratio and performance  measured by return on asset. However, there  is  a significant inverse relationship  between  liquidity  ratio  and  DMBs  performance  which  is  an  indication  that  excess liquidity  not  properly  managed  as  credit  facility  will  eventually  leads  to  a  reduction  in  the  financial performance of DMBs. Primarily, based   on   empirical   reviewed   above   across   different   geographical   boundaries,   the importance of the relationship between the credit risk management and financial performance become evident  for  Nigeria  deposit  money  banks  in  the  present  research.  Most  importantly,  the  divergent findings  reported  in  the  previous  studies  necessitate  the  need  to  investigate  the  actual  nature  of  the relationship  that  exists  between  both  variablesin  the  Nigerian  context. 

In a study by Festus O. & Samson B (2020) on the    effects  of  credit  risk  management  on  the  profitability  of  selected  deposit money banks in Nigeria. Specifically, the study analyzed the impact of non-performance loans on return on assets as well as the impact of provision for doubtful debts on return on assets of the selected deposit money banks  in  Nigeria.  The  study  focused  on  10  deposit  money  banks  randomly  selected  from  21deposit  money banks listed on the Nigeria stock exchange. Data were sourced from the published annual financial reports of the selected deposit money banks over a period of 10 years, between 2008 to 2017. Single panel based model was  used  in  the  study  to  capture  the  interrelationship  between  credit  risk  management  and  profitability  of deposit money banks. Profitability measured in terms of return on assets was specified as a function of credit risk  management  variables  including  non-performing  loans,  and  provision  for  doubtful  debts.  Data  collated were analyzed using both descriptive and inferential methods of analysis. Descriptive analysis conducted in the  study  included  mean  analysis,  measure  ofdispersion,  minimum  and  maximum  analysis,  followed  by correlation  analysis,  pooled  OLS  estimation,  fixed  effect  estimation,  random  effect  estimation,  and  post estimation test such as restricted F-test, Hausman test, Pesaran cross sectional independence test, Wald test of heteroscedasticity  and  Wooldridge  test  of  serial  auto-correlation. Results  show  that  non-performing  loans exert  insignificant  positive  impact  on  return  on  assets,  with  coefficient  estimate  of  0.0001223(p=0.909  > 0.05), impact of provision for doubtful debts on return on assets is positive and significant, with coefficient estimate of -0.0183529 (p=0.445 > 0.05). Reported R-square for the pooled OLS estimation stood at 0.5276, which implies that credit risk variables including non-performing loans and provision for doubtful debts can only  explain  about  53%  of  the  systematic  variation  in  return  on  assets,  when  heterogeneity  effect  across sampled deposit money banks is incorporated into the model.Based on the findings, the study concluded that,risk  management  measured  in  terms  of  non-performing  loans  exert  insignificant  negative  impact  on profitability of deposit money banks, while, provision for doubtful debts had positive and significant effect on the profitability of deposit money banks in Nigeria. The study recommended that, automated credit tracking mechanism should be put in place by management of deposit money banks so as to reduce the possibility of default and outstanding loans beyond the substandard loan level of between 90 to 180 days. By so doing the rate of doubtful loans will drastically reduce, such that provision for doubtful debts will be kept at a minimal level.

2.3 THEORITICAL FRAMEWORK

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. 

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.

CHAPTER THREE

RESEARCH METHODOLOGY

3.1
INTRODUCTION


In this chapter, we described the research procedure for this study. A research methodology is a research process adopted or employed to systematically and scientifically present the results of a study to the research audience viz. a vis, the study beneficiaries.
3.2
RESEARCH DESIGN

Research designs are perceived to be an overall strategy adopted by the researcher whereby different components of the study are integrated in a logical manner to effectively address a research problem. In this study, the researcher employed the survey research design. This is due to the nature of the study whereby the opinion and views of people are sampled. According to Singleton & Straits, (2009), Survey research can use quantitative research strategies (e.g., using questionnaires with numerically rated items), qualitative research strategies (e.g., using open-ended questions), or both strategies (i.e., mixed methods). As it is often used to describe and explore human behaviour, surveys are therefore frequently used in social and psychological research.
3.3
POPULATION OF THE STUDY


According to Udoyen (2019), a study population is a group of elements or individuals as the case may be, who share similar characteristics. These similar features can include location, gender, age, sex or specific interest. The emphasis on study population is that it constitute of individuals or elements that are homogeneous in description. 


This study was carried out a critical assessment of the bank credit facility and customers’ satisfaction . Selected banking institutions form the population of the study.
3.4
SAMPLE SIZE DETERMINATION

A study sample is simply a systematic selected part of a population that infers its result on the population. In essence, it is that part of a whole that represents the whole and its members share characteristics in like similitude (Udoyen, 2019). In this study, the researcher adopted the convenient sampling method to determine the sample size. 
3.5
SAMPLE SIZE SELECTION TECHNIQUE AND PROCEDURE

According to Nwana (2005), sampling techniques are procedures adopted to systematically select the chosen sample in a specified away under controls. This research work adopted the convenience sampling technique in selecting the respondents from the total population.
In this study, the researcher adopted the convenient sampling method to determine the sample size. Out of all the entire population of all the banks, the researcher conveniently selected 400 out of the overall population as the sample size for this study. According to Torty (2021), a sample of convenience is the terminology used to describe a sample in which elements have been selected from the target population on the basis of their accessibility or convenience to the researcher.
3.6 
RESEARCH INSTRUMENT AND ADMINISTRATION

The research instrument used in this study is the questionnaire. A survey containing series of questions were administered to the enrolled participants. The questionnaire was divided into two sections, the first section enquired about the responses demographic or personal data while the second sections were in line with the study objectives, aimed at providing answers to the research questions. Participants were required to respond by placing a tick at the appropriate column. The questionnaire was personally administered by the researcher.
3.7
METHOD OF DATA COLLECTION

Two methods of data collection which are primary source and secondary source were used to collect data. The primary sources was the use of questionnaires, while the secondary sources include textbooks, internet, journals, published and unpublished articles and government publications.
3.8
METHOD OF DATA ANALYSIS

The responses were analysed using the frequency tables, which provided answers to the research questions. Chi- square statistic is used to test the hypothesis.
3.9
VALIDITY OF THE STUDY

Validity referred here is the degree or extent to which an instrument actually measures what is intended to measure. An instrument is valid to the extent that is tailored to achieve the research objectives. The researcher constructed the questionnaire for the study and submitted to the project supervisor who used his intellectual knowledge to critically, analytically and logically examine the instruments relevance of the contents and statements and then made the instrument valid for the study.
3.10
RELIABILITY OF THE STUDY

The reliability of the research instrument was determined. The Pearson Correlation Coefficient was used to determine the reliability of the instrument. A co-efficient value of 0.68 indicated that the research instrument was relatively reliable. According to (Taber, 2017) the range of a reasonable reliability is between 0.67 and 0.87.
3.11
ETHICAL CONSIDERATION

The study was approved by the Project Committee of the Department.  Informed consent was obtained from all study participants before they were enrolled in the study. Permission was sought from the relevant authorities to carry out the study. Date to visit the place of study for questionnaire distribution was put in place in advance.

CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

This chapter presents the analysis of data derived through the questionnaire and key informant interview administered on the respondents in the study area. The analysis and interpretation were derived from the findings of the study. The data analysis depicts the simple frequency and percentage of the respondents as well as interpretation of the information gathered. A total of hundred and twenty (120) questionnaires were administered to respondents of which 100 were returned. The analysis of this study is based on the number returned.

4.1
DATA PRESENTATION
Table 1: Gender Distribution of Respondents

	Gender
	Frequency
	Percentage

	Male
	48
	48%

	Female
	52
	52%

	Total
	100
	100.0%


Source: Author’s Computation from Field Survey 2022

The table above shows the gender distribution of respondents. 48% of the respondents were male and the remaining 52% were female. Thus, female respondents were slightly higher than their male counterparts.

Table 2: Age Distribution of Respondents
	Age
	Frequency
	Percentage

	20-30 years
	24
	24%

	31-40 years
	47
	47%

	Above 40 years
	29
	29%

	Total
	100
	100.0%


Source: Author’s Computation from Field Survey 2022

The table above shows the age distribution of respondents. 24% of the respondents are between the age bracket of 20-30 years; 47% which constituted the majority are between the age bracket of 31-40 years and 29% are above 40 years.

Table 3: Marital Status of Respondents
	Marital Status
	Frequency
	Percentage

	Single
	13
	13%

	Married
	87
	87%

	Total
	100
	100.0%


Source: Author’s Computation from Field Survey 2022

The table revealed the marital status distribution of respondents. Majority of the respondents, which constituted 87% are married while the remaining 13% respondents are unmarried.

Table 4: Educational Qualification of Respondents
	Qualification
	Frequency
	Percentage

	SSCE
	11
	11%

	HND/B.Sc
	80
	80%

	M.Sc/PhD
	9
	9%

	Total
	100
	100.0%


Source: Author’s Computation from Field Survey 2022

The table revealed the educational qualification of respondents. 11% of the respondents are SSCE holders, 80% of them, which formed the majority, are HND/B.Sc holders and 9% are M.Sc/PhD holders.

Table 5: Position of Respondents
	Position
	Frequency
	Percentage

	Manager
	12
	12%

	Accountant
	31
	31%

	Auditor
	26
	26%

	Cashier
	24
	24%

	Others
	7
	7%

	Total
	100
	100.0%


Source: Author’s Computation from Field Survey 2022

Table 5 unveiled the distribution of position of respondents. 12% are managers, 31% are accountants, 26% are auditors, 24% are cashiers and 7% are mostly administrative staff.

ANSWERING RESEARCH QUESTIONS

Question 1: Is the credit policies operated by the bank favourable to customers?

Table 4.2: Respondent on question 1

	Options
	Frequency
	Percentage

	Yes
	78
	78

	No
	00
	00

	Undecided
	22
	22

	Total
	100
	100


Source: Field Survey, 2022
From the responses obtained as expressed in the table above, 78 respondents constituting 78% said yes. While the remain 22 respondents constituting 22% were undecided. There was no record for no.

Question 2: What effect does the credit policy have on the customers?

Table 4.3: Respondent on question 2

	Options
	Frequency
	Percentage

	Positive 
	60
	60

	Negative
	19
	19

	Undecided
	21
	21

	Total
	100
	100


Source: Field Survey, 2021
From the responses obtained as expressed in the table above, 60 respondents constituting 60% said positive. 19 respondents constituting 19% said negative. While the remain 21 respondents constituting 21% were undecided.

Question 3: What are the factors which influences customer’s decision in obtaining these facilities?

Table 4.4: Respondent on question 3

	Options
	Frequency
	Percentage

	Interest rate
	56
	56

	Loan repayment structure
	21
	21

	Undecided
	23
	23

	Total
	100
	100


Source: Field Survey, 2021
From the responses obtained as expressed in the table above, 56 respondents constituting 56% said Interest rate. 21 respondents constituting 21% said Loan repayment structure. While the remain 23 respondents constituting 23% were undecided.

Question 4: Can customers do without these bank facilities?

Table 4.5: Respondent on question 4

	Options
	Frequency
	Percentage

	Yes 
	61
	61

	No 
	17
	17

	Undecided
	22
	22

	Total
	100
	100


Source: Field Survey, 2021

From the responses obtained as expressed in the table above, 61 respondents constituting 61% said yes. 17 respondents constituting 17% said no. While the remain 22 respondents constituting 22% were undecided.
TESTING OF HYPOTHESIS
Hypothesis A
Ho: The regulatory provisions of banks in terms of granting of facilities are not favorable to customers.

H1: The regulatory provisions of banks in terms of granting of facilities are favorable to customers.

Hypothesis B
Ho: Bank customers are not satisfied with the granting of bank credit facility (loans and advances) procedures.

H1: Bank customers are satisfied with the granting of bank credit facility (loans and advances) procedures.

HYPOTHESIS ONE

The regulatory provisions of banks in terms of granting of facilities are favorable to customers.

	Options
	Fo
	Fe
	Fo - Fe
	(Fo - Fe)2
	(Fo˗-Fe)2/Fe

	Yes
	78
	33.33
	44.67
	1,995.4089
	43.688

	No
	00
	33.33
	-33.33
	-1,110.8889
	-33.33

	Undecided
	22
	33.33
	-11.33
	-128.3689
	-6.85

	Total
	100
	
	
	
	3.508


Source: Extract from Contingency Table

　　X2 = ∑ (fo – fe)2/fe = 3.508
Fe=  78+0+22        =   33.33              
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At 0.05 significant level and at a calculated degree of freedom, the critical table value is 5.991.

Findings

The calculated X2 = 3.508 and is less than the table value of X2 at 0.05 significant level which is 5.991.
Decision

Since the X2 calculated value is greater than the critical table value that is 3.508 is less  than 5.991, the alternate hypothesis which states that the regulatory provisions of banks in terms of granting of facilities are favorable to customers is accepted and the null hypothesis which states that The regulatory provisions of banks in terms of granting of facilities are not favorable to customers is rejected.

Hypothesis Two

Bank customers are satisfied with the granting of bank credit facility (loans and advances) procedures

	Options
	Fo
	Fe
	Fo - Fe
	(Fo - Fe)2
	(Fo˗-Fe)2/Fe

	Yes
	60
	33.33
	32.67
	1,067.3289
	32.023

	No
	19
	33.33
	-14.33
	-205.3489
	-6.161

	Undecided
	21
	33.33
	-12.33
	-152.0289
	-4.561

	Total
	100
	
	
	
	21.3


Source: Extract from Contingency Table

X2 = ∑ (fo – fe)2/fe = 21.3
Fe=  60+19+21        =   33.33
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Degree of freedom = (r-1) (c-1)
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 = 2

At 0.05 significant level and at a calculated degree of freedom, the critical table value is 5.991.

Findings

The calculated X2 = 21.3 and is greater than the table value of X2 at 0.05 significant level which is 5.991.
Decision

Since the X2 calculated value is greater than the critical table value that is 21.3 is greater than 5.991, the alternate hypothesis which states that bank customers are satisfied with the granting of bank credit facility (loans and advances) procedures is accepted and the null hypothesis which states that bank customers are not satisfied with the granting of bank credit facility (loans and advances) procedures is rejected.

CHAPTER FIVE

CONCLUSION AND RECOMMENDATIONS
Based on the results of this study, we conclude that positive and significant relationship exists between credit risk management and customer satisfaction as well as between credit risk management and credit appraisal process albeit in the context of deposit money banks. In addition, most of the variability in customer satisfaction can be explained by credit risk management in tier-one DMBs.

Despite the relationship existing between credit risk management and customer satisfaction as reported in this study there is need for the management of the Banks to pay attention to other factors that will contribute to customer satisfaction other than granting of credit facilities. Also, In order to enhance the healthiness of the financial system through the soundness of the banking industry, attention must be paid to credit risk management since credit risk constitute the major risk faced by banks. At regular intervals there is need to conduct seminars or training to update the knowledge of staff on current credit guidelines issued by the regulatory authorities to enhance their knowledge on credit risk management that will ultimately lead to overall customer satisfaction.
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APPENDIX

QUESTIONNAIRE
PLEASE TICK [√] YOUR MOST PREFERRED CHOICE AND AVOID TICKING TWICE ON A QUESTION

SECTION A

PERSONAL INFORMATION

Gender

Male [  ]

Female [  ]

Age 

18-25
[  ]

20-30
[  ]

31-40
[  ]

41 and above [  ]

Educational level

WAEC
[  ]

BSC/HND
[  ]

MSC/PGDE
[  ]

PHD

[  ]

Others………………………………………………(please indicate)

Marital Status
Single
[  ]

Married [  ]

Separated [  ]

Widowed [  ]

Section B
Question 1: Is the credit policies operated by the bank favourable to customers?

	Options
	PLEASE TICK

	Yes
	

	No
	

	Undecided
	


Question 2: What effect does the credit policy have on the customers?

	Options
	PLEASE TICK

	Positive 
	

	Negative
	

	Undecided
	


Question 3: What are the factors which influences customer’s decision in obtaining these facilities?

	Options
	PLEASE TICK

	Interest rate
	

	Loan repayment structure
	

	Undecided
	


Question 4: Can customers do without these bank facilities?

	Options
	PLEASE TICK

	Yes 
	

	No 
	

	Undecided
	


