



























































require assistance although for different reasons. Hc rever,
appropriate lessons for sanctions and incentives for managing
projects could! :learnt. The questions essentially are:

What sanctions and supports/incentives to
lead borrowers to category C?

~ hatsanctions and support/incentives to
get borrowers falling into category A?

The last option is group D with low ability to pay but high
willingness to pay. This is a very good case for clinical operation and
such borrowers deserve some assistance, which can both be
technical and financial.

The following emerges from the foregoing: the need to learn
lessons from failures and successes. These lessons would derive
from the value s**stem and viability of projects. Such lessons could
be from history or and from elsewhere. Traditionally, in most part of

igeria, the willingness to repay loans was so high that most
parents would rather settle loans before death instead of passing
such to children. Children accept responsibility for loan repayment

here parents were unable to settle before death. This contrasts
with the previ'ant tendency to lo  willingness to repay loans, in
spite of the creative device by lenders in using 'personal guarantee'.
The question is hy the disconnect in  llingness to repay loans?
And what new bridges have been built to strengthen, or indeed
replace the disconnect.

The inability to repay is essentially technical-roc 2d. There
has been a lot of debate concerning the precise cause of the
technical problem. Technical has been broadly defined as to
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and Equity Scheme (SMEIES} will promote equity participation and
will disabuse the present sole proprietorship syndrome in the
country, This will encourage advancement of credits to industrial
projects on long-term basis. Given the current urge for market-
oriented instruments, the management of SMEIES should be the
mandate of private sector operators. The involvement of banks
should not provide any basis for traditional responsibility
abdication.

The newly established Bank of Industry should be re-
engineered to provide policy-based iocan facilities with limited
subsidy if any. The training component of the bank should be
invigorated to provide relevant technical assistance to small-scale
enterprises. Through the initiative of the Bank of Industry,
management of enterprises benefiting from its loan facilities should
be exposed to the ethics of and best practices in managing
successful enterprises. This notwithstanding, the implementation of
its loan scheme should take clue from the experiences of the
erstwhile Nigerian Bank for Commerce and Industry, Nigeria
Industrial Development Bank and Nigeria Agricuitural and Co-
operative Bank, and experiences of countries with brilliant
performance on policy-based loans. That is, learning from past
failures and successes of relevant institutions within and outside
Nigeria is a good prescription. An important way of iearning from
experience is for banks to review critically all projects that have been
financed by them. We tend to believe that most projects are meant
to tulfill all righteousness with limited commitment to the ideals of
the project ideas. Banks should, therefore, examine the link
bel een project proposals and performance for appropriate
lessons to be learnt.




In a period of financial crisis, neglecting asset management
can have detrimental consequences for all banks while exempting
delinquent debtors from sanctions can have neg-‘ive effects on the
payment morale of other borrowers. Even hen crisis-ridden banks
are closed, it is equally pertinent to emphasize professionally
inclined asset management in order to minimize cost and enhance
payment morale as ell as impose some sanctions on the rascality
of man.

Evidence has shown that various institutional arrangements
have been used for loans workout and asset management. Four
types of arrangements are discernible: Central Asset Management
Company (Czech Republic, France, Indonesia, Korea, Lithuania
and Mongolia); Bank-Based Asset Management Company
(Finland, Mexico and Sweden); designating existing banks as
collector banks for bad assets (Albania and Hungary); and asset
management integrated with bank rehabilitation (Nigeria, lexico,
Japan, Slovenia, Spain, United States). Countries like Mexico,
Japan and US.. used both bank-based and central asset
management agency approaches for different type of problems
(Dziobek, 1998). Outstanding achievements (recoveries in medium
term exceed initial targets) ere made by the Resolution Trust
Corporation of the USA and Asset Management Company of
Swe :n. fhile specialized agencies can be useful in developing
standard legal procedures for loan collection and realize
economies of scale in interacting with the judicial system, with
commitment and sincerity of purpose, asset management
integrated with bank rehabilitation can achieve the same objective.
With adequate funding, staffing, continuous skill enhancement, and
effective monitoring, the Nigeria Deposit Insurance Corporation can










Act have made it to be a good candidate for review or amendment.
One snag of the law is vesting the power or authority to initiate
investigation of declaration of assets on the Secretary to the Federal
Government, a politician always engaged in political issues and
matters of civil service administration. Pending the time Commercial
or Banking courts will be created, the Central Bank should be
saddled with this responsibility. itis, h¢ rever, important to note that
its staff is also subject to the Act. Pending the time a special banking
crimes outfit with full power to investigate bank frauds and
malpractices, and other economic crimes exclusive to the financial
sector, ill 2 established, a Unit should be created in the Central
Bank to handle this responsibility. The second snag is that it is
tangential with the provisions of BOFI Decree particularly as it
relates to sections 51 and 61, which exclude profit and loss making
banks and community banks; and development finance
institutions, respectively as part of the definition of banks. The Act
should be reviewed to take account of these differences among
others.

Since highly leveraged firms run the risk that they may be
unable to repay their loans, requlatory authorities may limit the
leverage of firms to whom banks lend. Countries beset with financial
crises suggest that they were affected by accounting failures.
Published financial information did not adequately portray the
underlying risks of firms and banks. The prevalence of weak
accounting system provided the opportunity for firms and banks to
mask the discrepancies between accounting values and the real
value of assets. Even in more transparent economies, than Nigeria,
like Indonesia (after Suharto), Malaysia, the Philippines, South
Korea and Thailand, financial instabilities have been linked to
deviation from actual accounting practices and published





















