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ABSTRACT 

Banks in the country often capture the centre stage of public attention. It is 
either banks are being accused for returning questionable level of 
profitability particularly seen against the quality of bank services or banks 
are collectively held responsible for any unintended consequences of fiscal 
policies. Continued and sustained depreciation of the rate of exchange of the 
Naira has been attributed to unpatriotic roles of the banks, notwithstanding 
the glaring incidences of fiscal indiscipline and shortcomings on the part of 
the Government and its agencies. In fact, the banks are ready whipping boys 
to be held responsible for all manner of mal-practices and shortcomings of 
policy instruments and programmes. 

Recently, the incidence of frauds has got the attention of all and sundry and 
has been the focus of government attention. The wave of this current 
happenings in the financial sector, especially the banking sub-sector dictates 
a worrisome pace and makes it an intractable problem of modern day 
banking. That our banking industry would finally arrived at this impasse was 
a matter of time. Bombarded by inside abuse, outsider scams, 
customer/worker collusion and immense wastage, this supposedly enduring 
edifice built on assumed unwavering trust has gone through a chaotic 
metamorphosis in just under a decade. 

From a solid seemingly unyielding financial edifice, we have through 
avarice, greed and bad management witnessed some crashes that have 
reverberated both on the populace and the government, such that 
international confidence in Nigeria is now seriously eroded. 

Fraud with its hydra-headed tentacles has over the past decade eaten deep 
into our psyche, drained the banks, financial institutions and other 
government organizations of their substance. 

But is it true that all frauds are due to the activities of bank employees ? Are 
these employees a special breed of Nigerians or are they a reflection of the 
larger society ? Are bank employees because of their special training, 
socialization and the controls in place expected to rise beyond the prevailing 
level of probity in the society at large ? 
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There exists therefore a compelling need to examine ways of arresting, 
detecting, preventing and controlling this 'cancer'. These issues and answers 
to the above recurring questions form the focus of this research work. 























Intelligence and Investigation Bureau (FIIB), Alagbon Lagos is playing 

host to a lot of bank executives who were described as victims of stress in 

a depressed economy. 

Ayanlaja (1996) disclosed that, the chairman of the liquidated Republic 

Bank of Nigeria Limited, Otumba Olufemi Ajayi was arraigned on 12thth 

April for allegedly contributing to the failure of the bank by granting 

N127,155,801.08 loans to seven of his Companies without declaring his 

personal interest to the bank Board of Directors. 

R. B. Awosanya (1986) observed that uncontrolled fraudulent practices 

are capable, in the long-run, of not only destroying a whole bank but can 

also destroy the economy of a nation. 
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I.U. Uwe (1982) called on the law enforcement officers to show more 

sympathetic approach to bank frauds and that the judicial process of 

trying suspects should be swift and speedy. 

Femi Ekundayo (1996) also called for timely investigation and 

prosecution of bank officials with proven cases of insider abuses; 

conivance and indept management as this will halt further distress in the 

financial system as well as restore confidence in the beleaguered sector. 

The review of the above mentioned scholars opinion are highlighted as 

follows: 

a) The growing rate of b ink frauds are a reflection of the society in 

which we live. 
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b) Customers may loose their money to these fraudsters because the 

money is not easily recoverable. Besides, they are denied the services 

of experienced officials who might have been dismissed for 

involvement practices. 

c) Fraudulent act might lead to long time processing of cheque thereby 

wasting the customer's time. Meanwhile the staff are always afraid of 

being connected with fraud cases; their works are carried out at a 

slower pace or carefully and this results to loss of time by customers 

and unnecessary delay in processing cheque and other documents. 

2.4.3 EFFECTS ON GOVERNMENT POLICIES 

The moment the banking sector fails as a result of frauds and the public 

loose confidence, the next thing that happens is that the gripe of the 

government over the economy of the nation fails since the authorities 

would not be able to determine the amount of money in circulation with 

ease. Unfortunately, this is a major instrument in controlling the 

economy. 

2.4.4 Effects on the economy 

The economy will obviously experience a sharp turn of events from bad 

to worse and in that trend; 

a) The pace of growth in the economy will be seriously slowed down 

because of lack of funding for otherwise viable projects. In the same 

vein, extensive trade and industrialization will be slowed down if not 

made impossible due to the simple fact that resources to be used 

judiciously have been embezzled and therefore scarcity of resources 

will hinder trade and industrialization of the country. 
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The table above shows that 25% of the respondents believe that 

scandalous nature of frauds make it difficult for banks to raise 

alarm whenever there is any case of fraud, while 75% are of the 

opinion that banks have their corporate image to protect and thus 

would like to keep the phenomenon to themselves so as not to scare 

away their customers. 

Table 4.9 

What do you think are the remedies to the problem of frauds in the 

Nigeria banking industry? 

RESPONSES 

Proper Internal control System 

Proper External Control Checks 

Change of the Control checks 

Socio-economic and Political system 

TOTAL 

RESPONDEN 

TS 

19 

12 

9 

40 

PERCENTAGE 

(&) 

47.5 

30.0 

22.5 

100 

SOURCE: The questionnaire 

As a remedy to the problems of frauds in our banking industry, 

475%o of the respondent were of the view that banks should 

establish a proper internal control system, 30% agreed to proper 

external control checks, while 22.5%) advocated for a total change 

in the socio-economic and political system of Nigeria. 







• Such payments were normally confidential in nature; and 

• The issue of trust which requires that he should ensure that such 

payments reaches the right individual or corporations 

The case was brought to an end on 14th October when the 

Chairman of the Tribunal, Justice Roseline Ukeja set free the 

former Chairman/Managing Director of Gamji ban, Mallam 

Abubakar Bello. He however has 21 days to repay eight million 

Naira. 

Although the Tribunal Chairman, Justice Roseline Ukeja held that 

the prosecution established some of the 23 count charges of 

stealing-preferred against him, she declined to impose any sentence 

owing to the "extenuating circumstances" which emerged during 

the trial. 

Besides, she said, since the primary purpose of the Failed Bank and 

other Financial Malpractices Decree No. 18 of 1994 was debt 

recovery and Mallam Abubakar had repaid about N37 million of 

the amount for which he was charged with stealing. It was 

unnecessary to convict or penalise him. 

The Federal Government lawyer has however appealed against the 

ruling of the Chairman of the Tribunal. The case shall be opened 

afresh in due course. 

Another case of fraud was heard by the Special Benin Zone of the 

Failed Bank Tribunal. The case was between Alhaji Sufyan 

Farouk Vs Federal Government. Alhaji Farouk Sufyan was docked 
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From Table 4.10, it can be seen that the total amount involved 

stood at $41,006.28 in 1995 as compared to N2,655.71 million in 

1994. The total actual/expected loss in 1995 was about £4226.38 

million whereas the 1994 figure was £4883.55 million. There was 

therefore significant decline in both total amount involved and 

actual/expected losses reported in 1995. In fact, in each of the four 

quarters of 1995, the amounts involved were lower than the figure 

for the corresponding quarters in 1994. The significant decline in 

the amounts involved as well as the actual/expected losses can be 

attributed to the efforts of the implementation of the Decree on the 

Failed Bank in 1995. 

Fraud and Forgery Cases in Merchant Banks 

Table 4.11 presents reported cases of fraud and forgeries during 

1995 and 1994 in Merchant Banks. As in the case of commercial 

banks, the number of banks reporting incidence of fraud and 

forgery declined from 18 in 1994 to 14 in 1995. The reduction in 

the amount involved from £4743.68 million in 1994 to 5.08 million 

in 1995 was quite significant. The actual/expected loss similarly 

declined significantly from U67A0 million in 1994 to U2.75 

million 1995. 







Table 4.13 

Members of Staff Involved in Fraud and Forgeries in Banks 

Rank 

Supervisor and Managers 

Officers, Accounts and Executive Assistants 

Clerks and Cashiers 

Typists, Technicians and Stenographers 

Messengers, Drivers, Cleaners, Security Guards 

and Stewards 

Temporary Staff 

Uncategorised Staff 

TOTAL 

1994 

Number 

211 

144 

220 

24 

108 

2 

28 

737 

% 

28.6 

19.5 

29.9 

3.3 

14.7 

0.3 

3.7 

100 

1995 

Number 

151 

142 

172 

18 

123 

16 

3 

625 

% 

24.16 

22.72 

27.52 

2.88 

19.68 

2.56 

0.48 

100 

SOURCE: Bank Returns 

Table 4.13 shows that a total of 625 staff of Insured Banks were 

involved in fraud and forgeries during 1995 while the figure for 

1994 was 737. In both years, Clerks and Cashiers were responsible 

for the highest number of reported cases, followed by Supervisors 

and Managers. 

4.5. Managing Fraud in The Nigerian Banking Industry 

Rightly, the incidence of frauds in the Nigerian banking industry 

deserves the co-ordination of all well meaning citizens of the 

country. Considering the fiduciary nature of banking and the 

expectations of banks as instruments for facilitating rapid social 

and economic development of the country, it behoves all patriotic 

citizens to expect and insist that like Ceaser's wife, bank 
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iii) 

iv) 

v) 

vi) 

Police personnel should be trained in basic banking 

principles and practices through manuals and formal 

instructions in the Police College and at the Financial 

Institutions Training Centre (FITC). 

Chief Inspectors of Commercial Banks must 

endeavour to work hand in hand with the Police 

during investigation of frauds which must be handled 

promptly. 

The Banking Act of 1969 should be amended to allow 

individual banks to prosecute cases of forgery or fraud 

privately. Alternatively, provision should be made for 

a special court to try bank fraud and defalcations. In 

addition, stiffer penalty should be stipulated for all 

bank fraud and forgeries by bank staff and customers. 

Staff should be rotated periodically and should not be 

left on one function for too long a period in order to 

forestall the possibility of exploring existing 

operational loopholes and shortcomings for personal 

gain. 

vii) Dormant accounts should be secluded from other 

accounts and any operation on them should raise 

suspicion and must be with the authority of the Branch 

Manager or Branch Accountant. 

viii) Appointment of officers as against supervisiors to man 

rural branches in order to reduce the increasing trend 

of fraud at these branches must be considered. 

ix) Although, the degree of fraud perpetrated by swapping 

of cheques and altering presentation forms et cetera 

has reduced, security boxes currently in use are not 
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embarrassment or handicap. Such situations, where not 

properly diagnosed, have been the major source of many 

fraudulent acts by such member of staff. 

d) Electronic Media Campaign 

Banks should as a matter of necessity be using the electronic 

media and even the newspapers to warn their staff of the 

consequences of one's involvement in fraud and the reward 

that awaits anybody who discloses any attempt of fraud. For 

instance radio, television and telex messages can be used to 

make all these campaign. 

e) Experienced and Skilled Staff 

Experience, which they say, is the master edge should be 

taken into consideration when assigning jobs to bank staff. 

Experienced bankers will be able to handle delicate and 

difficult area than newly employed officers. Moreover, 

skilled and experienced staff should be made to head 

strategic positions to ensure checks and balances within the 

organisation. 

f) Training of Staff 

In-house on-the-job training of staff both junior and senior 

should be accelerated. Staff should be made to realise the 

danger of colluding with customers, currency traffickers in 

relation to the security or their own continued employment 

and future prospects when frauds to occur. 









The government equally put in place necessary infrastructure that 

will ensure that incidence of frauds in the financial system is 

abated. It is for this and many other reasons that we have the CBN, 

NDIC, SEC, Police, Judiciary among others. These government 

agencies in their various activities have been preventing and 

controlling frauds. On the enforcement of these various legislation 

to curb frauds in the financial institutions, we have the Ministry of 

Justice, the Police and the Judiciary. It will also suffice to add 

what is required mainly from the judiciary is prompt, fair and 

evenly handed justice . 

The Central Bank of Nigeria (CBN)/Nigeria Deposit Insurance 

Corporation (NDIC) 

The object of frauds in the financial system is of special concern to 

the monetary and supervisory authorities, particularly the CBN and 

NDIC. These government agencies are concerned about the safety 

of individual institutions and soundness of the banking system. 

Most especially the NDIC is specifically charged with the 

responsibility of protecting depositors. 

According to sections 39 and 40 of the NDIC Decree No. 22 of 

1988 placed on the insured banks in Nigeria, the responsibility of 

rendering to the corporation monthly returns on frauds, forgeries or 

outright theft occurring during such month and notifying the 

corporation of any staff dismissed, terminated or advised to retire 

on grounds of fraud in banks. 

















5.3. RECOMMENDATIONS 

The consequences of fraud in banks are very grave, to counter this 

malady, the writer has recommended the following measures: 

• Effective management control system in our banks. This involves the 

whole system of controls, financial and otherwise establishment by 

management in order to carry on the business of an organisation in an 

orderly manner, safeguard its assets and secure as far as possible the 

accuracy and reliability of the records. This could be in form of 

internal checks or internal audit or inspection within the organisation. 

• The detection and prevention (management) of fraud should be a 

collaborative effort between banks, their customers, the public and the 

government alongside relevant agencies. 

• Strategies for avoiding defects in the initial loan and security 

documentation and perfection must be adopted. 

• Efficient internal record-keeping and management control should be 

emphasized. 

• There should be options for dealing with unrealistic laws, regulations 

and enforcing procedures. 

• The judicial attitude to debt recovery cases must change. 

• Operational procedures must be strictly adhered to. 

Sourcing of funds must be done with caution. 

In view of the dynamic economic needs and its funding, both long-

term and medium term, the capitalization of banks should be 

increased to accommodate the shortfalls in terms of the value of the 

Naira and to cushion the banks position in respect of losses incurred. 

The prudential guidelines for licensed banks that all banks should 

review their credit portfolio quarterly would help in early detection of 

any acts of fraud/forgery and financial malpractice and therefore 

should be taken seriously. 
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