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ABSTRACT 

The purpose of this research is to provide possible ways in which fraud can be 

control and prevented in banking sector. The objective of the study is to asses 

the influence of bank distress on gross domestic product and to assess the 

influence of bank distress on unemployment rate. Literal work was reviewed for 

proper understanding and guidance, for the purpose of this research work 

simple random sampling was used through the administering of questionnaire 

to collect data from the staff of 21 banks with the total of 21 staffs, and 

secondary data were collected from text and journals. SPSS was use to analyze 

and interpret the data collected from the distributed questionnaires. Base on 

the finding of this research work it was discovered that fraud as a negative 

impact on the banking sector, for that reasons, some prevention measures were 

outlined in this research work such as regular internal audit and job rotation 

were recommended. 

 

Keywords: Fraud, Bank distress, Gross Domestic Product, Fraud Prevention, 

negative impact, Money Deposit Banks. 

 

Introduction 

Background to the Study 

The banking industry is one of the most important financial institutions in 

Nigeria, and a central nervous system to the economy with special emphasis on 

its roles and challenges 

Dennis, (2013). The Nigerian banking sub-sector is a mainstay of the nation’s 

economy as it is involved in the administration and marshaling of financial 
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resources to various sector of the economy which allow the economy to grow 

and expand. The banking subsector, at times venture into project financing in 

the real sector of the Nigerian economy, this therefore, support the process of 

economic growth and development of nation CBN, (2009). Any tension 

therefore in this sub sector will cause serious distortion in the nation’s economy. 

This was experienced in the late 2007 till the end of year 2010 when the nation 

had a bitter experience of financial turmoil due to the financial recklessness of 

Banks’ top management 

CBN, (2010). Prior to this period of financial turmoil in the banking sub-sector 

in the country, Nigerian bank is notable among other things for high recruitment 

of labour force 

Okpara, (2009) and in a bid to ensure an efficient and effective performance, 

banks get the best hands to handle daily transactions and activities. Huge 

amount are expended to carry out their recruitment exercise, and most often this 

may be outsourced to other human resources consulting firms, also when the 

recruitment and selection exercise had been done, they also commit fortunes 

towards training and retraining of staff member all of which is to improve the 

technicality and dexterity of each employee so that he/she could contribute 

immensely towards achieving the corporate goal of the bank. This has also 

enhanced the employment rate of the country and the contribution of the 

banking sector to marketing capitalization was also immense and remarkable 

CBN, (2009). 

The financial crisis that rocked this sector few years back led to depletion of the 

solvency and capital base of some banks, evaporation of customers’ confidence, 

decline in asset prices and reduction in the banks’ assets which in turn eroded 

the equity base of these banks and also ignited the a new liquidity crisis and so 

on CBN, (2009). All banking crisis are different even if they share a common 

features, but the generally follow a period of significant credit expansion and a 

sharp rise in stock market in a largely self- sustained mechanism CBN 

Publication (2010). Notable among the causes that led to banking crisis in 

Nigeria are fraud, misappropriation of assets and insiders’ abuse among other 

reasons which during this period made banks to be characterized by 

macroeconomic instability, slow growth in real economic activities, corruption 

and risk of fraud CBN Publication (2009). 
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Cases of fraud are on the increase in the Nigerian banking sector today, despite 

the clamp down on fraudulent bank executives by the Central Bank of Nigeria 

in 2010 CBN, (2010). 

Till date no effective measure can be said to have been put in place to prevent 

fraud in its entirety anywhere in the World Wikipedia, (2017). Many Nigerian 

commercial banks continue to accumulate high financial deposit base without 

actually effectively lending in a commensurate way to investors and business 

organizations in the real sector. Many a times the rules for lending are very 

stringent making the lending process very cumbersome for private businesses 

genuinely in need of access to capital for further production purposes. In the 

last quarter of the last decade bank regulation in Nigeria became so lapse that 

bank officials were able to accumulate private wealth of unthinkable 

proportions and commercial banks often found it difficult to distinguish 

between its assets and those of major shareholders who incidentally became the 

CEO of such banks leading to a high spate of banking irregularities particularly 

at the management levels in banks Paul, Ikpefan& Deborah, (2014). The 

banking sector has become one of the most critical sectors and commanding 

heights of the economy with wide implications on the level and direction of 

economic growth and transformation and on such sensitive issues as the rate of 

unemployment and inflation which directly affect the lives of our people CBN, 

(2010). 

Today, the very integrity and survivability of these laudable functions of 

Nigerian banks have been called into question in view of incessant frauds and 

accounting scandals. The incessant frauds in the banking industry are getting to 

a level at which many stakeholders in the industry are losing their trust and 

confidence in the industry Oseni, (2006). Also, the wave of fraud in Nigerian 

banking sector has lately become a source of discomfiture to the nation as 

apparent in the seeming attempts of the law enforcement agencies to 

successfully track down culprits Oseni, (2006). 

Fraud in the banking sector fiddles, theft, defalcation frauds and forgeries have 

in recent time assumed unperfected proportion and dimension in national psych. 

Fraud is an act or cause of deception of triken delicately practiced in order to 

gain some dishonest advantages. Therefore, for any person to constitute frauds 

there must be dishonest intention at detriment of another person. Previous 

researcher discovered that, some causes of frauds are due to poor internal 

control system and poor organization structures in the banks. Poor 
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communication, lack of adequate training and poor recruitment policy can also 

lead to fraud in the banking sector.  

Fraud is also an internal mistakes or misrepresentation in the financial 

information, it involves criminal deception to obtain an unjust or illegal 

financial advantages, it could also refers to an internal act by one or more 

individual among management, employee or third parties which results in a 

misrepresentation of financial statement. Evidence has shown that most banking 

sector are faced with frauds, thereby reducing the capital and profit of the 

industry if proper care is not taking to control the trend of frauds. The industry 

can also results to the lay-off of employees due to inadequate fund to pay their 

remuneration emanating from the effect of fraud within the banking sector. 

Hence the need to examine the impact of fraud in the Nigeria Money Deposit 

banks. 

 

Statement of the Problem 

The central bank of Nigeria attributed the backward development in the nation’s 

economy to weaknesses in the internal control system and operational 

procedures of banks CBN, (2010). 

This has therefore given a picture of how fraud and other financial mismatch 

have eaten deep into the financial strength of Nigerian banks therefore, the 

damage which the menace of fraud do to financial sector in particular and the 

nation’s economy at large is immeasurable and grave. Hence the hazard of 

banking fraud to nation’s economy, the need for proper banking operation 

efficiency and an attempt to put an end to this economic degradation is a 

motivation for this study. No known research work has dealt on the direct 

impact of banking fraud to Nigerian economy. The extant of literature are 

therefore saturated with knowledge on the impact of fraud to organizational 

performance, and with special emphasis on banking industries. The nature, 

types of fraud, the causes and its effect on the industry are mostly discussed in 

the present literature, and perhaps it influence on the micro economy. Little or 

no evidence is provided on the direct relationship of banking fraud on the 

nations’ economy, given the importance and the value that the sector has to 

Nigerian economy. These omissions in the literature therefore form a major gap 

in this study and it is against this back drop that this study is conducted to find 

out empirically the influence of that fraud and fraudulent activities have on 
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economic variables such as Gross domestic income, per capital income and 

employment rate. 

This study therefore, is an attempt to examine the extent to which banking fraud 

and other unethical practices have impacted on the national economy generally. 

 

Objectives of the Study 

a) Assess the influence of banking distress on gross domestic income.  

b) Assess the influence of banking distress on unemployment rate  

c) Assess the influence of banking distress on per capital income. 

 

Research Hypothesis 

H01:  Distress of banks in Nigeria has no significant relationship with gross 

domestic income, H02:  Distress of banks in Nigeria has no significant 

relationship with per capital income.  

 

Literature Review 

Conceptual Framework 

Fraud can be described as diverse means used by resourceful people to get an 

advantage over another by suppressing the truth, trickery misinformation, false 

suggestions, cunning, deceit, and other methods by which to cheat. By 

extension, fraud is clued embezzlement, theft, or any attempt to steal or 

unlawfully obtain the assets of banks Bank Administration Institute, (1989). 

Employees, customers, in conjunction with others within and outside the bank 

can commit fraud. Frauds are not new in banks; they are as old as the industry 

itself Chieze&Onu, (2013). Therefore, it is not surprising when it is realized that 

many Nigerians have chosen to become a sudden millionaires by engaged 

themselves in all sort of manna and activities that is constitutionally and 

traditionally wrong all in the name of becoming millionaire overnight, as a 

result of this fraudsters launch different attack on the bank with the wrong 

notion that the banking industry is one of the most buoyant and the most 

profitable sector of economy. It is believe that the banks make a lot of profit 

annually and is always liquid. Consequently, any amount of financial loss to 

bank will not materially affects its operation/existence however, this is not 

correct, because the published accounts of some banks show that some of their 

banks cannot even fully provide for losses sustained through fraud in their 
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accounts Idowu, (2009). In view of this, management control systems aimed at 

preventing fraud and reducing fraud to its beeriest minimum. 

 

Concept of Fraud Control  

Young, (2002) says that, ample evidence exists that individual integrity of those 

running the banks todayhas never been at a higher level. Never before have we 

seen attention to the actual steps; procedures andcontrol of monetary 

transactions. Employees’ as well as firms in all industries engage in fraudulent 

practices all over one world. Although the existence of fraud in our banks is not 

an uncommon or unexpected behavior, the prevalence ‘of it is what is worrying 

because of all the various problems confronting the most 

untraceable’.(Ogwuma, 1985 and Akindele R.I el al 2008). 

Frauds in banks early lead to loss of monies that ordinarily belong to someone 

other than the banks. The loss results in some ceases in reducing the level of 

resources available for use in the operations of the banks. In very bad cases 

where frauds occur with crippling frequency and in wholesomeness, the bank 

may be forced to close down as a result. When thebank loses money and is 

wound up, the customers lose money. This leads to loss of confidence and 

eventually reduced patronage. Another reason for worrying in the banking 

industry is the vast variety of nature, character and methodology employed in 

fraud. Moreover, the control of identified specie seems to give birth to another 

that is invariably moresophisticated and complex. Thus each case can be said to 

be a variant of another and undoubtedly an instructive study in human negative 

use of ingenuity and endowment. Crosse and Hempel (1973) and Canhil M el 

al (2002) had identified five major types of fraud perpetrated in the banking 

industry. These include; 

I. Borrowing” from the till. This usually starts out with borrowing a few 

naira, which are returned. Overtime, the sums involved increase and 

the willingness ad ability to ‘repay’ declines. 

II. Forgeries of customers’ signature to withdraw from his/her account. 

III. Transfer from customers account to collaborators account. 

IV. Granting of loans to fictitious borrowers. 

V. Granting of loans without adequate information and security from the 

borrow. 

 

Institutional factors/lapses/inadequacies are factors that we can trace to the 

internal environment of theorganization. They are, to a great extent, factors 
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within the control of the management of the bank.The major institutional source 

of fraud is poor management. This is often manifested in various ways. Lack of 

adequate supervision is a manifestation of poor management. Also inadequate 

control in the form of effective policies, procedures and systems is indicative of 

poor management (Biscaia, AlexiouPavon and Hulthen 2002).  

 

Banking Industry and Nigerian Economy  

While many people believe that banks play only a narrow role in the economy 

taking deposits and making loans, the modern bank has had to adopt new roles 

in order to remain competitive and responsive to public needs. Rose, (1999) 

states that the banking industry principal roles today includes, the 

intermediation role which entails transforming savings received primarily from 

households into credit (loans) for business firms and others in other to make 

investments in new buildings, equipment, and other goods Dennis, (2013). The 

payment role is another important role of the bank towards the economic 

development of the nation, and it  

involves the process of carrying out payments for goods and services on behalf 

of their customers, such as by issuing and clearing cheques, remitting funds, 

providing a conduit for electronic payments, and dispensing currency and coin 

Anyaele, (2005).  

Another role is the guarantor role banks stand behind their customers to pay off 

customer debts when those customers are unable to pay, such as by issuing 

letters of credit, while the agency role involves the process of acting on behalf 

of customers to manage and protect their property or to issue and redeem their 

securities, usually provided through the bank’s trust department. Banks can also 

play a policy role serving as a conduit for government policy in attempting to 

regulate the growth of the economy and pursue social goals.  

Anyaele, (2005), highlighted the roles of banks in the economic development 

of Nigeria in and West Africa in general; He said that commercial banks make 

both short-term and medium term loans and overdrafts available to those 

involved in economic activities. Short term loans are advanced for the period of 

six months to one year. This loan attracts interest that is charged on the account. 

While medium term loans are given for the period of one to five years. This 

loan attracts interest that is charged on the account. An overdraft is a  customers 

to draw more than the deposit they have in the bank. Banks charge interest on 

overdrafts.  
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Commercial banks through issuance of traveler’s cheques and opening of letters 

of credit help in the development of international trade which contributes to the 

economic development of Nigeria in particular and West Africa in general Paul, 

Ikpefan& Deborah, (2014). Banks render expert financial advice to those 

engaged in various businesses that involved directly or indirectly in economic 

development activities, commercial banks also play significant role in food 

production by directly or indirectly giving agricultural loans to farmers, and 

sponsoring agricultural conferences/seminars Ogunleye, (2010).  

Banks offer employment opportunities in their banks to many citizens thereby 

contributing to manpower development and reducing the rate of unemployment 

in Nigeria and in West Africa in general Dennis, (2013). Banks discount bills 

of payments for their customers before their maturity dates; this help to make 

more money available for economic activities in a country, banks use the 

difference types of cheques provided them to assist in increasing economic 

activities and also making remitting of money easy. Commercial banks 

participate in the buying and selling of shares and stocks and Federal 

Government treasury bills which contributes in the development of money and 

capital markets which are important indices to economic development (Dennis, 

2013; Adebayo & Topson, 2014). facility which allows trustful customers to 

draw more than the deposit they have in the bank. Banks charge interest on 

overdrafts. Commercial banks through issuance of traveler’s cheques and 

opening of letters of credit help in the development of international trade which 

contributes to the economic development of Nigeria in particular and West 

Africa in general Paul, Ikpefan& Deborah, (2014).  

Banks render expert financial advice to those engaged in various businesses that 

involved directly or indirectly in economic development activities, commercial 

banks also play significant role in food production by directly or indirectly 

giving agricultural loans to farmers, and sponsoring agricultural 

conferences/seminars Ogunleye, (2010). Banks offer employment opportunities 

in their banks to many citizens thereby contributing to manpower development 

and reducing the rate of unemployment in Nigeria and in West Africa in general 

Dennis, (2013). Banks discount bills of payments for their customers before 

their maturity dates; this help to make more money available for economic 

activities in a country, banks use the difference types of cheques provided them 

to assist in increasing economic activities and also making remitting of money 

easy. Commercial banks participate in the buying and selling of shares and 
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stocks and Federal Government treasury bills which contributes in the 

development of money and capital markets which are important indices to 

economic development (Dennis, 2013; Adebayo &Topson, 2014). 

 

Nature and Types of Fraud 

Fraud is very comprehensive field of crime under which exist a range of 

different activities, fraud is diverse in nature and as such getting a 

comprehensive definition is somehow difficult, (Beasly, 2016).  

Zuraidah et al. (2015) classify fraud together with white collar crime and 

defined them as illegal acts characterize by quit, deceit and concealment and are 

not dependent upon the application of physical force or violence threats there, 

Adewumi, 2000; Ogechukwu, 2013, in their definition, they agree that fraud is 

an action which involves the use of deceit and trick to after the truth so as to 

deprive a person of something which is or something to which he might be 

entitled, (Adeyanju, 2004). Fraud is an intentional deceitful act for gain with the 

concept of concealment. As such it is more than theft defalcation is thief by 

person in position of trust, (Adeyanju, 2004) Fraud may be perpetrated by one 

person and working differently and indifferent position and between a manager 

and someone, reporting or between an insider and outsider (Femi, 2007). Beasly 

(2016) has propounded that the motivation of fraudulent behaviors derives from 

a number of causes, there could be pathological or greed, the desire to be with 

juices extreme want often characterized as dire need, culture demands on the 

cultivating of taste among others criminal motivation with particular reference 

to fraud is said to be pathological when the taste of mind of the criminal dispose 

and impels him to commit fraud, even though he is note dire need of the 

resources, (Adewumi, 2000).Frauds in financial institutions vary widely in 

naturecharacter and method of perpetrations. But in general,fraud can be 

classified into; perpetrators and methodused on the basis of perpetrators, three 

categories arenoted, namely: - internal, external and mixedperpetrations. 

Internal perpetrators are made up of thestaff, external perpetrators refer to 

outsiders notconnected with the institution, mixed refers to acollusion between 

the staff and external parties. 

Classification of fraud by method used is the mostcommon form of 

classification employed by financialinstitutions; the list is in exhaustive as 

fraudsters on adaily basis are devising new methods. The followingare the most 
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important and common types of fraud highlighted by Bank Administration 

Institute (1989)in Fraud prevention and Detection series. 

i. Advanced Fees Fraud: Popularly known as ‘419’,advanced fees fraud 

may involve agent with an offer of a business proposition which would 

lead to access often for a long term. The source of funds or business is 

not specific and can only be reached through the agent who does so for 

a commission. Once the commission is paid the agent disappears into 

thin air. 

ii. Account Opening Fraud: This involves a deposit and cashing of 

fraudulent cheques. An individual asking to open a transaction account 

at an unsuspecting bank with false identification paper sun known to the 

bank does it. 

iii. Cheque Kiting: Kiting, as defined by us comptroller of the currency’s 

policy guidelines for national Bank Directors, is a method whereby a 

depositor utilizes the time required for cheques to dear to obtain an 

unauthorized loan without any interest charge’. The goal of the kiter may 

be to use these uncontrolled funds, interest free, for a short time to 

overcome at emporary cash shortage or to withdraw funds permanently 

for personal use. 

iv. Cheque Fraud: Most common cases of this kind of fraud are through 

stolen cheques and forged signatures. This is very popular because 

cheques are used daily and are not too hard to come by. Most times, this 

type of fraud does not require collusion and can sometimes go 

understand unless the perpetrator gets greedy. 

v. Clearing Fraud: This is a fraud perpetrated in the clearing of cheques. It 

is done by suppression of an instrument so that at the expiration of the 

clearing period applicable to the instrument, the collecting bank will give 

value as through the paying bank had confined the instrument good for 

payment. Misrouting of clearing cheques can also assist fraudsters to 

complete a clearing fraud. 

vi. Counterfeit Securities: This is one of the oldest forms of crime. 

Documents, securities, bonds and certificate could be forged, duplicated, 

adjusted oral tered and presented for loan collection. Equally treasury 

notes, cashiers cheques, bankers acceptance, certificate of deposit in an 

altered form could be presented to banker redemption. 
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vii. Computer Fraud: This could be perpetrated by the corruption of a 

programme, hacking, tampering with a diskette to gain access to 

unauthorized areas andgive credit to an account for which the funds were 

not originally intended. 

viii. Loan Fraud: This is perpetrated when funds are lent to a non-borrowing 

customer or a borrowing customer that has exceeded his credit limit. In 

most cases the staff are the perpetrators like the cashiers and they hide 

this from the management. Money laundering fraud: This is a means to 

conceal the existence, source or use of illegal obtained money by 

converting the cash into untraceable transactions in banks. The cash is 

disguised to make the income eappear legitimate and is usually done by 

collusion ofa customer with a member of staff. 

ix. Money Transfer Fraud: Fraudulent money transfer may result from a 

request solely for the purpose of committing a fraud or the alteration of 

a genuine funds transfer request. This can be done by changing names, 

adjusting figures or account numbers. This form of fraud is made easy 

for fraudsters because of the ease at which they can be dare e.g mail, 

telephone, electronic process, telex and even the latest technology of 

using GSM phones. 

x. Telex Fraud: The messages that are passed through telex in form of codes 

could be altered to divert the funds to another account. 

xi. Letters of Credit: Most common in international trading, these are 

instruments used across borders and scan be forged, altered, adjusted and 

take longer to identify. So, in most cases, perpetrators escape. 

 

Problem of Fraud  

There are many problem associated with frauds in banking sector. These 

problems are though numerous but the under listed are some of the problem 

inherent in frauds within the banking sector (Okoye et al 2017). 

i. Bank Failure 

The failure of bank usually disturbs the banking sector or industry it 

is worse for a service industry. Bank failure thus results in loss of 

confidence by depositors who for the bank borne of banks. They 

troop to banks to make mass withdrawals of their funds leaving, the 

banking industry with liquidity problems and shortages of loan able 

funds and in a case whereby a bank is unable to meet the financial 
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demands of its customers. There is lack of confidence in that bank by 

it customers and thus invariable precipitate bank failure. 

ii. Insolvency 

The betrayer of the already proposed confidence in the banking sector 

accessioned by the frequent perpetration of frauds and frauds has 

been greatly responsible for the mass withdrawal of depositors funds 

from the banks, the resultant effect is the inability of the bank to meet 

the financial need of its customers thus insolvency. 

iii. Loss Of Trained Employee 

Frauds could lead to the loss of an organization trained employee 

because due to increased perpetration of frauds in the bank, the 

management of such bank may be financially constrained and be 

unable to take adequate care of its employee and this will lead to the 

employees seeking for better place where they can earn more. 

iv. Unemployment 

When there is mass withdrawal of depositors’ money which results 

to insolvency and later precipitate bank failure there would be a mass 

laid off of the bank workers resultant effect of the failure of the bank. 

v. Damage of Image of Bank Due to Publicity 

The capital of an organization we know is either generated internally 

or externally (that is borrowing or selling of shares in the case of 

limited liability companies). Frauds give a long way to destroy the 

image of the bank as the investor may not be willing to invest in such 

bank or organization that has no good reputation or that is being 

rocked by fraud perpetration. 

vi. Depletion of Shareholders Fund 

When a bank becomes insolvent, that is, unable to meet the financial 

requirement of its  customers, it can then become a greater 

problems to even remit dividend to its share holders and in a situation 

where by its manager is always paid in bit or small amount compared 

with what used to be obtained. 

vii. Prospects 

It is however, not an understanding that only banks with respect to 

frauds and frauds prevention or control would survive in the coming 

years. This survival on the basis that does not fail.a continuous and 

constant perpetration of frauds by banker within the banking sector 
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makes eminent, bank failure great lost of customer due to the loss of 

confidence of the depositors in the banking sector. It is true that bank 

plays crucial roles in the process of economic development. But if 

less attention is paid to frauds control, it would be devastating for the 

bank and their customers as the effect of the failure of the bank would 

have multidimensional effects. The direct effect on the depositor who 

may lose his money in part or full is obvious. Even when the 

depositor is small and recoverable from the natural deposit. Insurance 

Co-operation (NDIC) there will be considerable delay. The liquidity 

is thus impaired. Moreover, they believe that there is dignity in labour 

after a while not be respected as most bankers, there and then be 

regarded as thieves and transfers, and glamour inherent before in hard 

work would be a thing of the past, most bankers would be the opinion 

that exactly becomes of their hard work when it would at the end of 

the day be taken away by somebody somewhere who at the time when 

others were seriously working hard, he was seriously planning and 

concerning plans to steal peoples efforts. On the whole, there will be 

great disregard for people sweat and the pleasures and glamour 

inherent in dignity that is their labour. 

 

Effect of Fraud in the Banking Sector  

Going by the definition of frauds or fraud and the extent to which fraud is being 

committed in the banking organization, we can invariably conclude that frauds 

and fraud has a very great effect on the continual survival of an enterprise. In 

area of where a particular fraud and fraud is perpetuated financially, the amount 

will determine the existence of such organization finance is known to be the 

bedrock of any organization. Any banking institution without a sound financial 

control apparatus will be inhibited by fraudsters of different disguises fraud and 

frauds we have discovered could be management fraud and non-management 

fraud and the effect they could have an banking sector are as follows: 

i. Loss of profit and money: profit to a large extent help to boost the capital 

base of any banking industry. The expansion of banks and its fall is 

based on the capital available for it. Fraud most a times lead to the loss 

of this profit as well as the capital itself and the resultant effect on 

banking organization is a premature winding up. 
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ii. Loss of trained employees: Fraud could lead to the loss of an 

organization trained employees because due to increased perpetration of 

fraud and fraud in the banking industry, the management of such bank 

may be financially constrained and unable to take adequate care of its 

employees and this will lead to the seeking for better places where they 

can earn more. 

iii. Cost of training new employees: frauds in banking sector which leads to 

loss of trained employees as the filling of vacant and sensitive post will 

be necessary for the proper functioning of the bank.  

 

Frauds, Control and Prevention 

In order to minimize or possibly control the incidence of frauds within a branch 

of a bank the following precautionary and control measures must be put in place. 

These measures must be necessarily sufficient, Depending on the situation and 

branch but management could use their initiative and knowledge of the local 

environment as appropriate argument to these recommended measures. 

 

Need Dual Control 

The work of the person being verified by a second person to determine whether 

proper authority to handle transaction have been observed and proper 

documentation and recording have been done or documentation and recording 

have been done. 

 

Stand Against Unwarranted Sympathy 

Management should prosecute employee offender no matter their influence if 

fraud is prove against them. It should not recommend such type of employment 

to another organization for employment. These measures must be necessarily 

sufficient depending on the situation and branch but management could use 

their initiative and knowledge of local environment as appropriate argument to 

these recommended measures. 

 

Effective Internal Control 

All staff must ensure that internal control measures put in place are strictly 

observed such measured are verification of customers’ signature by two 

independent authorized official’s dual control over cash and other bank assets. 
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Strictly Adherences to Operational Manual 

The operational guidelines should be religiously adhered to when a transaction 

is being undertaken. All the various steps verified in the manual should be 

systematically followed from the beginning to the end of each transaction of 

application. This manual which should serve as an aid memory should be the 

companion of all staff and must not be ignored especially when landline 

complete transaction the manual must readily available to all staff and must 

state in unambiguous terms various steps to be undertaken at all levels of each 

transaction. 

 

Job Rotation 

Branch management must ensure that staff are frequently rotated say every six 

months or one year to prevent too much familiarity with the job at hand. There 

should be no room for indispensability syndrome and not staff must be allowed 

to stay too long on a particular job no matter how proficient he/she may be. This 

would forestall both boredom and familiarity which could lead to fraud. 

 

Good Management 

The management should demonstrate good leadership qualities and should also 

have firm grip of the job and of effective control the entire staff. The 

management should also posses high level of technical and theoretical 

competence sound judgment, and exercise adequate supervision over all aspects 

of branches operations. There should be authorizing power, cheque member 

e.t.c. at the last check the importance daily and it cannot be over emphasized. 

 

Allocation of Share Scripts to Staff 

Bank workers especially those who have served up to five years and more and 

who intend to make banking their life career, should be made to feel that, they 

are part owners of the institution for which they are working through the 

allocation for ownership for an adequate number of share-scripts of the bank’s 

equity capital. A feeling of a sense of belonging and of ownership of a bank 

should greatly reduce the urge to defraud. 

 

Provision of More Incentives for Personnel 

Almost all the banks in Nigeria have over the years been making fantastic 

profits annually. They must be more liberal in the salaries and other fringe 



`SSAAR (JMSE); Journal of  December, 2021 

Management Science and Entrepreneurship  

274 | P a g e  

 

Editions 

benefits they pay the makers of those profits. A banker should not be seen to be 

always in poor financial circumstances. If he will be tempted to steal. Payment 

of very attractive salaries and provision of generous fringe benefits are therefore 

powerful means of reducing frauds n the banking industry in Nigeria. 

 

A good planning of the banking firm 

Every banking firm or sector must have a good organizational chart showing 

the hierarchical position of all officers and other personnel. The chart must 

clearly describe the authority and responsibility of each position so that the 

incumbent knows exactly what he or she is up to. The chart must not be changed 

arbitrarily or at whims and caprices of the directors or managing director. It is 

pertinent to note here that every proper planning and co-ordination. The 

management should also demonstrate exemplary leadership transparent 

honesty. 

 

Constant Monitoring of Accounts. 

There must be constant monitoring of all account held by the branch and all 

cases of encroachment without arrangement, issuance of dead cheques and other 

cross firing and kitting, lodgment of dead cheques and others spurious 

instrument frequent change of specimen signature e.t.c. should be thoroughly 

investigate and when the guilty customers before any harm is done regular 

review and pruning down of unsatisfactory account should be maintained. 

 

Snap checks 

A detailed surprise check over all aspects of the bank operation as well as its 

assets and liabilities should be carried out a t frequent interval say every one 

month. The spot check should be varied both with respect to the date as well as 

to the official checking of the various items. 

All missing items of unsolved differences discovered during snap checks should 

be thoroughly investigated and referred to the management. 

 

Daily Audit 

There Should be daily examination of all the entries operated accounts by 

responsible officials. These officials should ensure that cheques and other items 

were not duplicated that the correct amount was keyed in and posted to the 

ledger and that all other particulars such as banking sector in Nigeria has an 
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organization charter but the bane of the industry is that the provision of the 

charts are often stultified by some directors and managing directors who have 

ulterior motives. 

 

Discussion of the Variables 

Earnings of Deposit Money Banks are the sources through which income are 

generated. It is a function of their earning capacities which are anchored on the 

services the bank set out to do for the customers and public to sustain their 

existence. Earning forms one of the key performance indicators in the overall 

assessment of banks performances. Earnings of Deposit Money Banks are 

broadly classified into two: the sustainable core business incomes and the non 

recurring incomes. The sustainable core-business incomes are those arising 

from the banks’ normal business operations such as income from interest on 

loan, the various interest charges on accounts etc. It is practically the case that 

the more the income of a bank comes from sustainable core-business sources, 

the more reliable and stable are its earnings and best if the income arising from 

these sources are sufficient to cover operating expenses, provisions and taxes as 

well as to provide an adequate return on capital. On the other hand, non 

reoccurring sources of Deposit Money banks income are those that arise from 

providing services that are not core to the banks business. This includes extra 

ordinary income and occasional incomes that do not form part of the income 

stream of the bank. Reliance by a Deposit Money Bank on non-recurring 

income signifies weakness in the ability of the bank to drive her core business 

and could be a risk signal that the bank derives pleasure in engaging in 

unconventional banking practices and this suggest the propensity of the bank to 

engage in risky practices.Irrespective of the risk signal engaging in non-core 

banking business raises against any Deposit Money Banks involved in it, the 

engagement into both core business and non core business of Deposit Money 

Banksis a function of availability of funds at the banks’ disposal and prevalence 

of fraud has immense effect on the available fund in Deposit Money Banks. It 

therefore follows that a Deposit Money Bank without cases of fraud should, all 

things being equal, have her funds intact and as such can be liquid to undertake 

genuinely her core and non-core businesses for improved earnings. The reverse 

is also the case when the funds are tampered with by fraud which will result to 

hampering of her ability to engage in both core and non-core businesses for 

improved earnings.Fraud Variables.For the study, fraud variables in Deposit 
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Money Banks include number of fraud cases, number of staff involved in the 

fraud, amount of money involved in the fraud cases and loss from fraud cases. 

The count of number of fraud that took place in the entire Deposit Money Banks 

for a year represents the number of fraud cases. This is irrespective of the 

magnitude or otherwise of the fraud. What is important here is that a material 

fraud has taken place and was reported. Compliance by Deposit Money Banks 

to regulatory framework for reporting of fraud cases is very crucial determining 

the number in this count as the fraud counts only when it is reported to the 

Nigerian Deposit Insurance Corporation. The attitude of bank executives is very 

important in the compliance to the regulatory requirement of fraud cases. Some 

of the bank executives claim to be protecting their banks by refraining from 

reporting fraud cases to the Nigerian Deposit Insurance Corporation.In Deposit 

Money Banks, reports has shown that involvement in fraud cut across the cadre 

of bank staff from temporary and other staff to supervisor and managers. 

Number of staff involved in the fraud is the count of personnel implicated in the 

reported fraud during a period of one year. The amount of money involved in 

fraud cases and the loss resulting from fraud cases are related. The amount 

involved in fraud is the declared sum of money defrauded the Deposit Money 

Banks. In cases where the fraud cases are investigated, prosecuted and funds 

recovered, the amount involved in fraud is usually higher than the loss from 

fraud cases. But where there is not prosecution and recovery or there is 

prosecution but the outcome is not favourable to the Deposit Money Banks, the 

amount involved in fraud and the loss from fraud cases may be the same. The 

data on the fraud variables are stated in the appendix for the period covered by 

this study. 

 

Bank Distress  

The term bank distress has been swapped with failure, insolvency, default and 

bankruptcy. But they are distinctly different in their formal usage (Altman, 

2006). Failure, by economic criteria, means continues decline in return from 

invested capital as compared to similar investment and risk level. According to 

Altman (2006) business failure includes businesses that cease operation 

following the assignment or bankruptcy; those that cease with loss to creditors 

after such actions or execution, foreclosure, or attachment; those that 

voluntarily withdraw, leaving unpaid obligations, or those that have been 

involved in court actions such as receivership, bankruptcy reorganization, or 
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arrangement; and those that voluntarily compromise with creditors. Altman 

(2006) identified insolvency as another term that has been used interchangeably 

with distress, but in its formal use insolvency is an inability of total asset to 

cover total liability; meaning that negative net worth. Another word that 

inescapably associated with distress is default. Technical default happens when 

debtor violates a condition of an agreement with a creditor. On the other hand, 

when a firm fails to meet interest and principal payment legal default is more 

likely. As a rule, the term financial distress is used in a negative connotation in 

order to describe the financial situation of a company confronted with a 

temporary lack of liquidity and with the difficulties that ensue in fulfilling 

financial obligations on schedule and to the full extent. Very often, financial 

distress is determined in terms of failure, default, bankruptcy, or distressed 

restructuring, dependent on the underlying methodology and the objectives of 

the overall research. As a consequence, theoretical and empirical models of 

financial distress exhibit to a certain extent a one-sidedness in the context of the 

analysis questions. They mainly concentrate on the momentary perspective, 

when the adverse process has reached its lowest point and the decision about 

insolvency or distressed restructuring has to be made. 

 

Bank distress and Gross Domestic Product  

Elegbe (2013) investigated the relationship between bank distress and economic 

development in Nigeria. The study used time series data covering the period 

2001 to 2010 and Ordinary Least Square (OLS) was used in the analysis. The 

variable of his choice were GDP, money supply, interest rate, industrial 

production index, cash reserve ratio and non-performing loans. The results 

showed that non-performing loans and interest rate have negative impact on 

economic development in Nigeria. The study recommended that, there should 

be need for harmonization of monetary and fiscal policies and that loan should 

be channel to the productive sector of the economy in order to generate future 

economic development in Nigeria. 

 

Empirical Framework 

Several researches have been undertaken in this area with each researcher 

giving a different view and results. Uchenna&Agbo, (2013) examined the 

impact of fraud and fraudulent practices on banks’ performance in Nigeria. 

They found out that fraud inflicts several financial difficulties on banks and 
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customers. This work however, failed to show the direct impact banking fraud 

and financial mismatch has on some economic variables such as gross domestic 

income, unemployment rates and per capital income, which are the main theme 

of this work. Also Ojeaga, Ikpefu&Odejimi, (2014) also investigated factors 

eliciting fraud in Nigerian banking sector. It was discovered that high bank 

deposit were primarily responsible for a high rise fraudulent occurrences in the 

Nigerian banking sector particularly management fraud, as most banks failed in 

their primary role of lending to the real sector of the economy and because of 

this there are excessive idle funds in the banks which necessitated management 

fraud and other insiders’ abuse. Some other factors that were also jointly 

responsible for these occurrences include high interest rates, low commercial 

bank lending and poor oversight function by the Central Bank and other 

financial regulatory agencies. The work also failed to show the impact of these 

factors on the performance of banks and consequently of the nation’s economy.  

According to Idowu (2009), fraud can be seen as the deliberate falsification, 

camouflage, or exclusion of the truth for the purpose of dishonesty/stage 

management to the financial damage of an individual or an organization. It is 

dishonesty or an act of cheating aimed at causing a person or business to give 

up possessions or some lawful right. The Association of Certified Fraud 

Examiners (1999) further defines fraud as the use of ones profession for 

personal enhancement through the conscious misuse, misapplication or 

employment of organizational possessions or property. To Fadipe-Joseph and 

Titiloye (2012), fraud is any actions by which one person intends to gain a 

deceitful advantage over another. In other words, fraud is an act of commission 

which is planned to cause unlawful gain to one person and criminal loss to the 

other, either by way of concealment of information or otherwise. In legal terms, 

fraud is seen as the act of depriving a person underhandedly of something, 

which such a person would or might be entitled to, but for the perpetration of 

fraud. In its lexical meaning, fraud is an act of trickery which is intentionally 

practiced in order to gain illegitimate advantage. Therefore, for any action to 

constitute a fraud there must be deceitful objective to benefit (on the part of the 

perpetrator) at the disadvantage of another person or group. Fraud typically 

requires stealing and manipulation of accounts, frequently accompanied by 

cover up of the theft. It also involves the translation of the stolen resources or 

property into own resources or property.  
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There is a common agreement amongst criminologists that fraud is caused by 

three elements called “WOE” (Idolor, 2010). For any fraud to take place there 

must be a Will, an Opportunity and Exit (escape route). A fraud will only come 

about if the perpetrators have the will to commit the fraud, if the occasion to 

commit the fraud is presented and if there is a way out or escape means from 

appropriate sanctions or institutions that are against fraud or related abnormal 

behaviour. Fraud is a global occurrence; it is not peculiar to the banking industry 

or for that matter, peculiar to only Nigeria (Adeoti, 2011). With the collapse of 

foremost international corporations like Enron (in the United States of America) 

together  

with high level allegations and real cases of business fraud, a lot of 

organizations in their effort to advance their image have resorted to developing 

ethical guiding principles and codes of moral values. The whole essence of these 

is to guarantee that all organizational members irrespective of position or rank, 

complies with the least standard of ethical responsibility in order to encourage 

the reputation of such firms in their selected industry, earn the goodwill of 

clients and thus improve their competitive advantage (Unugbro&Idolor, 2007).  

As logically anticipated, fraud is perpetrated in several forms and guises, and 

usually have insiders (staff) and outsiders conniving together to effectively 

execute the act (Adeyemo, 2012). The following types which are not in any way 

absolutely complete are the most common types of bank frauds in Nigeria 

identified by Alashi (1994) and Adeyemo (2012):  

Forgeries which involve the deceptive copying and use of 

customer’s signature to draw huge sum of money from the 

customer’s account without previous permission of the customer. 

Such forgeries may be targeted at savings accounts, deposit 

accounts, current accounts or transfer instruments such as 

drafts. Experience has shown that most of such forgeries are 

perpetrated by internal staff or by outsiders who act in 

conspiracy with employees of the bank who usually are the ones 

who release the sample signatures being forged (Idolor, 2010). 

Asli&Emna, (1998) examined the determinants of banking 

crises: evidence from developing and developed nations in 1980-

84. It was then suggested that crises tend to erupt when the 

macroeconomic environment is weak, especially when economic 

growth is low and the inflation rate is high. Also, high real 
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interest rates are related with systemic banking sector problems. 

David, Lucey&Winne, (2015) also assessed banking and 

occupational fraud risk in Kenya, their findings showed a 

positive correlation between bank size and occupational fraud 

risk, also the result showed a significant influence of bank size 

on occupational risk in Kenyan commercial banks. 

 

Theoretical Framework  

Attempts have been made to weave the factors that affect fraud into 

comprehensive theories of fraud and animal behavior theories of fraud. Beasly 

(2016) post that motivation to fraudulent behavior derives as stated above from 

a number of causes. It could be pathological or greed. Pathological theory states 

that culture demands on the cultivation of taste too expensive for the legitimate 

income of the individual criminal motivation with particular reference to fraud 

and when the state of mind of the criminal disposes and impels him to commit 

fraud, even though he or she is not in due need of the resources. Greed theory 

of fraud states that banks have become persistent targets of men of underworld 

mainly because banks are seen as the richest organization in the country. The 

theory goes further to enumerate some of the causes of fraud as instable instinct 

for wealth over concentration of authority, poor security arrangements for 

sensitive developments and so on. The development of fraudulent behavior can 

be traced to middle childhood when moral behavior start, (Adewumi, 2000).  

Kohlber (2008) in his book titled “theory of moral development in the society” 

that conventional level of morality develops between the ages of 10 and 16 

years. He stated that this is the stage during which a child learns to understand 

the rules, differentiating wrong from right actions to accept and respect 

authority and to abide by societal rules in order to win the approval of others. 

Thus, the theoretical framework is anchored in the greed or pathological theory 

of fraud, (Adewumi, 2019).  

Ogechukwu (2013) like Adewumi (2019) said the main cause of fraud in bank 

in Nigeria is traceable to the general dishonesty in the society. Since there is 

corruption in all facets of the Nigeria life, bank cannot be an exception. He also 

mentioned other factor such is lack of call over system, lack of regular and non-

notified relation, clerks doing more than job which are incompatible and many 

more (David, 2014).  
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Theory of Fraud Triangle  

This theory entails the triangle of different fraud aspects which includes 

perceived pressure/motives, perceived opportunities and rationalization. The 

term perceived is important in the context because at times pressure, 

opportunities and rationalization may not be necessarily real (Chiezey and Onu, 

2013). Chiezey and Onu (2013) observed that the first temptations to commit 

fraud are financial and non-financial pressure. Through financial pressure is the 

major pressure as argued by Ngaluka (2013), that 95% of fraud committed is 

due to financial pressure. This pressure can be in form of debts, underpayments, 

personal family financial challenges of the employees and those that related to 

work in terms of pressures to perform more than other (Ngaluka, 2013). The 

opportunity to commit fraud in the bank is determined by the undue access of 

the employees to some basic information which gives them an advantage to 

commit an ethical behavior and conceal it (Chiezey and Onu 2013). Nyakarimi 

and Karwairwa (2015) argue that these opportunities are due to weak control 

measures lack of expectation for punishments which can serve as deterrence 

and in adequate infrastructure.  

The last factor in the fraud triangle is the perceived rationalization is the 

justification of an unethical behavior which an organization other than a 

criminal activity. Mahinda (2012) opined that individual who cannot rationalize 

its ethical behavior might probably not commit fraud. From the argument above, 

it is gearing that beyond internal control and corporate governance strict 

compliance with banking ethics has great potential for preventing opportunity 

and rationalization for fraud which in turn break the fraud triangle.  

 

Agency Theory  

Onwujiuba (2018) noted the separation of ownership from management of a 

business concern without proper monitoring give an opportunity for unethical 

behavior. The owner of the business must ensure that the employees work in 

the best inters of the shareholders, this can be achieve through the use of both 

financial and non-financial incentives to the employees (Onwujiuba, 2018). 

This incentives will ensure that the employee stayed motivated all times and 

thereby reducing the perceived pressure to commit fraud. This incentives can 

be inform of leave bonuses, medical insurance schemes, availability of staff 

loan, quick response to their need etc. (Mutesi, 2010). It is statement of fact that 

the contemporary materialistic tendencies have rendered ineffective the 
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incentives packages in reducing agency cost with could be mirrored most of the 

times by fraudulent engagements of the agents (i.e. management). Hence, 

beyond internal control and corporate governance, compliance with banking 

ethics becomes imperatives as far as banking industry is concerned. 

 

Methodology 

Research Design 

Research design is the specification of procedures for collecting and analyzing 

the data necessary to help solve the problem. The researcher intends to make an 

in-depth research into fraud as a negative catalyse in Nigerian money deposit 

bank. The case study and causal research design was adopted for the purpose of 

this study. 

 

Population of the Study 

Statistically, population has been defined as a set of data consisting of all 

possible or best of all hypothetical possible observation of certain 

element/phenomenon. Population is the totality of items under consideration; it 

is a collection of all elements under study. The population comprises of the 

entire 21 banks in Nigeria. 

 

Sample and Sampling Techniques 

For the purpose of analyzing the data collection, the responses were arranged 

and calculated for easy interpretation. This makes it possible for frequency table 

and percentage ratios to be used. In the analysis for answering the research 

questions.This research intend to adopt the stratified simple random sampling 

techniques. 

 

Sample Size  

A sample is a number of randomly selected to represent the total sample space 

for the purpose of this study, the sample will be arrived at using the Taro 

Yamane’s formular as follows: 

n= N/1+N(e)2 

where; N= 21, e=0.5 

n= 21/1+21(0.5)2 

n= 21/1+21(0.0025) 

n=21/1+0.0525 
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n=21/1.0525 

n= 19.9 

= 20 

The sample size of this research work will be 20 staff randomly collected. 

one point 

 

Method of Data Analysis 

The method of data analysis used was (SPSS) statistical package for social 

science, and also use of table in the presentation of the data collected. 

 

Data Presentation and Analysis  

Descriptive Statistics 

 N Minimum Maximum Mean Std. 

Deviation 

Kurtosis 

Statistic Statistic Statistic Statistic Statistic Statistic Std. 

Error 

Gross 

domestic 

income 

19 1 3 1.68 .820 -1.131 1.014 

Unemployment  19 1 3 1.89 .737 -.998 1.014 

 Per capital 

income 

19 1 2 1.58 .507 -2.115 1.014 

External 

auditor to 

detect fraud  

19 1 3 1.95 .780 -1.271 1.014 

Collaboration 

with bank 

customer  

19 1 4 2.47 1.172 -1.466 1.014 

Inability of law 

enforcement 

agency 

19 1 3 1.79 .713 -.821 1.014 

Distress in 

Nigerian banks 

result mainly 

from 

fraudulent 

19 1 4 2.32 1.003 -.729 1.014 
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practice 

perpetrated 

Negative 

effect in the 

financial 

statement  

19 1 2 1.63 .496 -1.856 1.014 

Perpetration 

of Fraud in 

Nigeria 

banking 

industries are 

from the staff 

and not 

outsiders 

19 1 2 1.58 .507 -2.115 1.014 

Computerized 

accounting will 

help fraud 

control in 

Nigeria 

banking sector 

19 1 2 1.37 .496 -1.856 1.014 

Valid N 

(listwise) 

19       

 

This reflects the basic features of the data used for this research and it provides 

insight into the nature of data and gives a room for further analyses. Table 4.1 

shows the characteristic and contents of data used in the research and findings 

shows that Banking distress influence gross domestic income has an average of 

1.68 and standard deviation of .820 while 1.00 and 3.00 are the minimum and 

maximum respectively. The standard deviation shows that the data of Banking 

distress influence gross domestic income are far spread across the mean of the 

data; by implication the Banking distress influence gross domestic income 

effect on Deposit Money Banks are not similar. This is further confirmed by the 

differences between the maximum and minimum. Thus, the Banking distress 

influence gross domestic income of listed banks varies a great deal from one 

Bank to another Bank. 

Banking distress influence unemployment rate has a mean of 1.89and standard 

deviation of 0.737. From the value of the standard deviation it can be deduced 
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that the Banking distress influence unemployment rate is slightly clustered 

around the mean of data under study, invariably the Banking distress influence 

unemployment rate differs from Bank to Bank. Moreover, the minimum value 

is 1.00 and 3.00 as maximum value thus; it has a wide range of Banking distress 

influence unemployment rate reading from the minimum and maximum value. 

Banking distress influence per capital income has a means of 1.58 and standard 

deviation of 0.507. From the value of standard deviation, it can be deduced that 

Banking distress influence per capital incomeis slightly cluster around the mean 

of data under study, invariably the Banking distress influence per capital 

incomediffer. Moreover, the minimum value is 1.00 and 2.00 for maximum 

value. 

 

Correlations 

 BANK 

DISTRESS 

GROSS 

DOMESTIC 

INCOME 

UNEMPLOYMENT PER 

CAPITAL 

INCOME 

BANK DISTRESS Pearson 

Correlation 

1 -.793** .731** -.809** 

Sig. (2-

tailed) 

 .000 .000 .000 

N 19 19 19 19 

GROSS DOMESTIC 

INCOME 

Pearson 

Correlation 

-.793** 1 -.719** .956** 

Sig. (2-

tailed) 

.000  .001 .000 

N 19 19 19 19 

UNEMPLOYMENT Pearson 

Correlation 

.731** -.719** 1 -.761** 

Sig. (2-

tailed) 

.000 .001  .000 

N 19 19 19 19 

PER CAPITAL 

INCOME 

Pearson 

Correlation 

-.809** .956** -.761** 1 

Sig. (2-

tailed) 

.000 .000 .000  

N 19 19 19 19 



`SSAAR (JMSE); Journal of  December, 2021 

Management Science and Entrepreneurship  

286 | P a g e  

 

Editions 

 

**. Correlation is significant at the 0.01 level (2-tailed). 

*. Correlation is significant at the 0.05 level (2-tailed). 

 

Correlation Matrix 

The correlation matrix seeks to determine the relationships that exist between 

variables used in the research. Table 4.2 indicates the relationship that exists 

between Bank Distressand Gross Domestic Incomeof listed Banks. The 

relationship between Bank Distress and Gross Domestic Income rare is negative 

at -0.793, this means that an increase in Bank distress lead to a decrease in Gross 

Domestic Incomeand vice versa. This is actually obvious that firm with High 

impact of bank distress is expected to have low Gross Domestic Incomefor its 

business. Also, Bank Distress is positively correlated to Unemployment, but 

negative to collaboration with Per Capital Incomewith a coefficient of 0.731and 

-0.809 respectively. This implies that an increase in the level of Bank Distress 

led to increase on unemployment, and negative but significant increase in 

collaboration with Per Capital Income. 

Gross Domestic Income has negativebut strong relationship with 

Unemploymentat -0.791,   and positive and strong relationship with Per Capital 

Income with, 0.956. This indicates that an increase in Gross Domestic Income 

led to decreaseon unemployment and also an increase in Gross Domestic 

Income lead to an increase in Per Capital Income.  

Unemployment has a negative but strong relationship with per capital Income 

at -0.761 which implies that an increase on unemployment will lead to a 

decrease on per capital income. 

 

Descriptive analysis  

Table 4.4.1 banking distress influence gross domestic income 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid SA 12 63.2 63.2 63.2 

A 7 36.8 36.8 100.0 

Total 19 100.0 100.0  

Source: Field Survey, 2021 (SPSS). 
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The table above shows that 12 (63.2%) of the respondents Strongly Agree, 7 

(36.8%) Agree. 

Table 4.4.2 banking distress influence unemployment rate 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid SA 9 47.4 47.4 47.4 

A 6 31.6 31.6 78.9 

UND 4 21.1 21.1 100.0 

Total 19 100.0 100.0  

Source: Field Survey, 2021 (SPSS). 

 

The table above shows that 9 (47.4%) of the respondents Strongly Agree, 6 

(31.6%) Agree, 4 (21.1%) Undecided. 

 

Table 4.4.3 banking distress influence per capital income 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid SA 9 47.4 47.4 47.4 

A 7 36.8 36.8 84.2 

UND 3 15.8 15.8 100.0 

Total 19 100.0 100.0  

Source: Field Survey, 2021 (SPSS). 

 

The table above shows that 9 (47.4%) of the respondents Strongly Agree, 7 

(36.8%) Agree, 3 (15.8%) Undecided. 

 

Table 4.4.4 it is the duty of the external auditor to detect and prevent fraud in 

the bank 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid SA 10 52.6 52.6 52.6 

A 5 26.3 26.3 78.9 

UND 4 21.1 21.1 100.0 

Total 19 100.0 100.0  

Source: Field Survey, 2021 (SPSS). 
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The table above shows that 10 (52.6%) of the respondents Strongly Agree, 5 

(26.3%) Agree, 4 (21.1%) Undecided. 

Table 4.4.5 collaboration with bank customer by fraudulent bank staff is the 

major cause of fraud in Nigerian bank 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid SA 5 26.3 26.3 26.3 

A 9 47.4 47.4 73.7 

UND 5 26.3 26.3 100.0 

Total 19 100.0 100.0  

Source: Field Survey, 2021 (SPSS). 

 

The table above shows that 5 (26.3%) of the respondents Strongly Agree, 9 

(47.4%) Agree, 5 (26.3%) Undecided. 

 

Table 4.4.6 inability of law enforcement agency to prosecute fraudsters 

encourages fraud in banking industries 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid SA 7 36.8 36.8 36.8 

A 6 31.6 31.6 68.4 

UND 6 31.6 31.6 100.0 

Total 19 100.0 100.0  

Source: Field Survey, 2021 (SPSS). 

 

The table above shows that 7 (36.8%) of the respondents Strongly Agree, 6 

(31.6%) Agree, 6 (31.6%) Undecided. 

 

Table 4.4.7 distress in Nigerian banks results mainly from fraudulent practice 

perpetrated 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid SA 8 42.1 42.1 42.1 

A 7 36.8 36.8 78.9 

UND 4 21.1 21.1 100.0 
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Total 19 100.0 100.0  

Source: Field Survey, 2021 (SPSS). 

The table above shows that 8 (42.1%) of the respondents Strongly Agree, 7 

(36.8%) Agree, 4 (21.1%) Undecided. 

Table 4.4.8 fraud have negative effect in the financial statement of banks 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid SA 9 47.4 47.4 47.4 

A 10 52.6 52.6 100.0 

Total 19 100.0 100.0  

Source: Field Survey, 2021 (SPSS). 

 

The table above shows that 9 (47.4%) of the respondents Strongly Agree, 10 

(52.6%) Agree. 

 

Table 4.4.9 perpetration of fraud in Nigeria banking industries are from the staff 

and not outsiders 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid SA 8 42.1 42.1 42.1 

A 8 42.1 42.1 84.2 

UND 3 15.8 15.8 100.0 

Total 19 100.0 100.0  

Source: Field Survey, 2021 (SPSS). 

 

The table above shows that 8 (42.1%) of the respondents Strongly Agree, 8 

(42.1%) Agree, 3 (15.8%) Undecided. 

 

Table 4.4.10 computerized accounting will help fraud control in Nigeria 

banking sector 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid SA 10 52.6 52.6 52.6 

A 6 31.6 31.6 84.2 

UND 3 15.8 15.8 100.0 
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Total 19 100.0 100.0  

Source: Field Survey, 2021 (SPSS). 

The table above shows that 10 (52.6%) of the respondents Strongly Agree, 6 

(31.6%) Agree, 3 (15.8%) Undecided. 

 

Test of Hypothesis  

Two (2) hypotheses were raised and tested using regression analysis in the 

course of this study. In regression analysis, when the significant (sig) value is 

less than 0.05 for 95% confidence level or less than 0.01 for 99% confidence 

level we accept the alternative hypothesis and reject the null hypothesis and vice 

versa.  

In order to test the hypothesis linear regression analysis was used.  

Ho1: Distress of banks in Nigeria has no significant relationship with gross 

domestic income 

 

Model Summaryb 

Model R R 

Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Durbin-

Watson 

1 .793a .629 .607 .514 .964 

a. Predictors: (Constant), bank distress  

b. Dependent Variable: gross domestic income  

 

Table 4.3.a above revealed that there is a relationship at R = .793 between Bank 

distress and Gross domestic. An examination of the table shows that R square 

= .629 which implies that bank distress accounts for 62.9% of variations having 

a significant effect on the level gross domestic income of listed Banks. 

 

ANOVAa 

Model Sum of Squares Df Mean 

Square 

F Sig. 

1 Regression 7.611 1 7.611 28.786 .000b 

Residual 4.495 17 .264   

Total 12.105 18    

a. Dependent Variable: bank distress 

b. Predictors: (Constant), gross domestic income 
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Table 4.3b shows that the F-value is the Mean Square Regression (7.611) 

divided by the Mean Square Residual (0.264), yielding F=28.786. From the 

results, the model in this table is statistically significant (Sig =.000). Therefore, 

bank distress is a significant predictor of gross domestic income at F (1,18) = 

28.786. 

 

Coefficientsa 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. Collinearity 

Statistics 

B Std. 

Error 

Beta Tolerance VIF 

1 (Constant) 3.355 .333  10.075 .000   

GROSS 

DOMESTIC 

INCOME 

-.882 .164 -.793 -

5.365 

.000 1.000 1.000 

a. Dependent Variable: gross domestic income  

 

The table above revealed the degree of influence of bank distress on gross 

domestic income of listed Banks and its level of significance. The statistical 

results is given as; (bank distress; β= -.882; t= -5.365; p<0.00). The statistical 

result implies that bank distress is a statistically insignificant predictor of gross 

domestic income.  

Linear Regression Model is given as Y = a + βX  

Where Y = gross domestic income 

a = constant  

βx = Coefficient of X  

Therefore gross domestic income = 3.355 + - (0.882) Bank distress 

Based on the results in the Anova table above, the significance level for all items 

are less than 0.01 therefore we accept the alternative hypothesis and reject the 

null hypothesis. Thatdistress of banks in Nigeria has no significant relationship 

with gross domestic income 

Ho2: Distress of banks in Nigeria has no significant relationship with per capital 

income. 

 

Model Summaryb 
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Model R R 

Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Durbin-

Watson 

1 .731a .534 .507 .576 .603 

a. Predictors: (Constant), bank distress  

b. Dependent Variable: per capital income 

 

Table 4.3.a above revealed that there is a relationship at R = .731 between Bank 

distress and per capital income. An examination of the table shows that R square 

= .534 which implies that bank distress accounts for 53.4% of variations having 

a significant effect on the level per capital incomeof listed Banks. 

 

ANOVAa 

Model Sum of 

Squares 

Df Mean 

Square 

F Sig. 

1 Regression 6.469 1 6.469 19.511 .000b 

Residual 5.636 17 .332   

Total 12.105 18    

a. Dependent Variable: per capital income  

b. Predictors: (Constant), bank distress   

 

Table 4.3b shows that the F-value is the Mean Square Regression (6.469) 

divided by the Mean Square Residual (0.332), yielding F=19.511. From the 

results, the model in this table is statistically significant (Sig =.000). Therefore, 

bank distress is a significant predictor of per capital income at F (1,18) = 19.511. 

Coefficientsa 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. Collinearity 

Statistics 

B Std. 

Error 

Beta Tolerance VIF 

1 (Constant) -.182 .443  -.411 .686   

UNEMPLOYMENT 1.182 .268 .731 4.417 .000 1.000 1.000 

a. Dependent Variable: per capital income 

 

The table above revealed the degree of influence of bank distress on per capital 

income of listed Banks and its level of significance. The statistical results is 

given as; (bank distress; β= -.182; t= -4.417; p<0.00). The statistical result 
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implies that bank distress is a statistically insignificant predictor of per capital 

income.  

Linear Regression Model is given as Y = a + βX  

Where Y = gross domestic income  

a = constant  

βx = Coefficient of X  

Therefore per capital income = 4.417 + 1.182 Bank distress 

Based on the results in the Anova table above, the significance level for all items 

are less than 0.01 therefore we reject the alternative hypothesis and reject the 

null hypothesis. That distress of banks in Nigeria has no significant relationship 

with per capital income. 

 

Discussion of Findings 

The findings of this research shows that bank fraudincrease the rate of 

unemployment which is in accordance to Joseph B (2018) A 1 percent increase 

in money laundry will result in 98.9 percent increase in the level of 

unemployment rate as result of monies that supposed to be available to provide 

employment for general public had flight away of the economy of which 

contribute to high level of unemployment rate. 

The result also shows a positive relationship between bank distress and 

unemployment. Study of David, Lucey&Winne, (2015) also assessed banking 

and occupational fraud risk in Kenya, their findings showed a positive 

correlation between bank distress and unemployment, also the result showed a 

significant influence of bank distress on unemployment inKenyan commercial 

banks. 

 

Summary Conclusion and Recommendation 

Summary  

The research have the conclusion frame work of this study the banking 

industries as a case study to discover the various effect of Frauds, the effect on 

the customers of banking industry as well as the economy. The researcher have 

also attempt or have preferred various prevention or controlling measures to 

curbing the frequent perpetration of Frauds in banking sector and the summary 

of findings as that given situation where all the necessary measures are put in 

place and strictly adhere to the menace of Fraud among bankers, might not be 

entirely wipe out but will be reduced to a greater extent. The issue of bank 
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insolvency lack of customers as a result of lack of confidence as well as 

unemployment will be greatly prevented or controlled. It is also found out that 

the recommendation measure geared towards controlling Frauds in the banking 

sector. If fully utilized with knowledge and initiative of environment coupled 

with the existing bank situation. There would be a flourishing banking sector 

that is devoid of Fraud which may lead to bank failure. However it is little 

change in term of Frauds control or prevention but still be administrated as this 

economy may one day still rear its head. 

 

Conclusion 

Despite the problems encountered in the course of this project work such as 

financial and time constraint at least has been done to the critical analysis of the 

topic “Frauds as a negative catalyst in Nigeria money deposit Bank” Provision 

are made on how such ugly trend should be controlled, so as to improved future 

operation of the banking sector, however adequate internal control measure 

strict adherence to operational manual job rotational, good management. 

Constant monitoring of account, snaps checks and daily audits are some of the 

measures the problems of Frauds can be reduced to a greater extent another as 

this study is concerned is that bad management absence of detailed operational 

manual unregulated limits of lending power, staff infidelity yielding to family 

or social pressures overloading of officers with work and responsibilities and 

inefficient of allowed to encourage Fraud in the banking sector. These measure 

must not be allowed to increase the problems of Frauds in the banking sector 

the problems of Frauds in the banking sector when the measures reiterate above 

are applied and causes of Frauds will be reduce to the least state of its 

occurrence. 

 

Recommendation 

(i) The bankers themselves should at times practices professionalism the strict 

adherence to professional ethics and conduct so as to foster a confident 

banking sector. 

(ii) A conducive banking situation for the depositors to save their fund and a 

meaningful contribution to the growth development of banking industry and 

an equitable participation in the economic development of the country. 

(iii) In addition, they should lean to be obedient workers that are submissive to 

both the rules and ethics of their profession and be God fearing and law 



`SSAAR (JMSE); Journal of  December, 2021 

Management Science and Entrepreneurship  

295 | P a g e  

 

Editions 

abiding, believing that their own appointed time would come at God 

appointed time for them. 

(iv)  Lastly have it at the back of their minds that, there is reward for good 

service and dedication to duty.         
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