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ABSTRACT
The paper provides a review of empirical research on the link between banks and economic growth in Nigeria. The review shows that there are still quite a few unresolved issues in empirical research, which causes skepticism towards prioritizing financial sector policies in order to cause economic growth. It used total loan and advances of commercial bank to represent bank contribution while gross domestic product growth rate represents economic growth. Tcal and Ttab were used to test the hypotheses. The study therefore concludes that banks experienced a higher performance but have not been able to translate this performance into sustainable economic growth for the country. It therefore recommends that there is a great need for the rejuvenation of social and economic infrastructural facilities given its potential in improving productivity, creating wealth and increasing the much needed saving for long term investment.
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CHAPTER ONE
 1.0	BACKGROUND OF THE STUDY
1.1	INTRODUCTION
The importance of the financial sector of an economy, which comprises banks and non-bank financial intermediaries, the regulatory framework and the ever increasing financial products, in stimulating economic growth is widely recognized in the literature on development economic. Schumpter (1934) in his seminal publication on the theory of economic development set the pace for the avalanche of other works on the interdependent relationship between banks and economic growth (Goldsmith, 1969; Fry, 1988; Patrick, 1966).
Through the process of financial intermediation, the financial sector act as the engine of growth and more so in emerging markets such as Nigeria where it is openly acknowledged that the provision of adequate financial resources is a sine qua non for the country’s industrial take-off, transformation and eventual economic prosperity. The literature is also rich on the significance of banks in the growth and development of any economy.
Banks and other financial institutions all over the world act only as intermediation agent by mobilizing financial resource form the surplus units in an economy and channeling the same to the deficit units. The banking institutions do not own these resources but rather in accordance with the agency hypothesis, these institutions act as the risk managers of the funds. In performing this financial intermediation, banks also function as unique agents that combine the traditional intermediation function with the payment services. Thus, the industry is the enabling hub of national and global payment system by facilitating trade transactions within and amongst numerous national, regional and international economic units and by so doing, it enhance commerce, industry and exchange.
As a catalyst in the process of economic growth, the Nigeria banking institutions have progressively become deep, broad and sophisticated in structure and operations. Over the last two decades the financial system, and the banking sector in particular, has undergone remarkable changes in terms of ownership and control of its operating institutions, the depth and breadth of its trading instruments, the number and distribution of established institutions, and the regulatory and statutory framework guiding the operations and transactionary relationships amongst the financial and other corporate economic entities within the system. As will be seen later in this project, the Nigerian financial system of which the banking industry constitutes the dominant sector, has been used for redirecting one or more of those vital variables for economic growth and prosperity of the country.
In the light of this, the research work is focusing on the activities within the banking industry of the financial sector of the Nigeria economy and their influence on other sectors of the economy through which there can be economic growth. The study will examine the financial implication on Nigerian economy and extent to which the governments undertake economic development as deliberate policy scheme to reposition the banking industry.
1.2	STATEMENT OF THE PROBLEM
The effects of financial sector on other sectors of the economy toward the economic growth of any nation cannot be over emphasized. Many past literatures have laid emphasis on improvement in banking industry, reforms and various policies that have being put in place for growth in the industry; but is there any significant impact of these improvements, reforms and monetary policies on the economy of the country?
It has been emphasized that an economy will face under- development or lack of development as result of poor finance arising from burdensome institutional debt, heavy operating expense and insufficient capital among other things, due to unfavourable fiscal and monetary policies of the country which may lead to a weak financial sector in the economy.
Merger and acquisition of some banks during the process of banks recapitalization on or before 31st December, 2005 has been seen by business organization as an alternative means of recapitalizing. How has this synergy affected the economy positively is another issue to be considered. Pre-consolidation of Nigerian banking industry experienced 89 banks with 3,382 branches predominantly in the urban centers which are characterized by: low capital base, insolvency and illiquidity, poor asset quality, weak corporate governance, over dependence on public sector deposits and foreign exchange trading.
The various reforms in the banking industry have encouraged foreign investors to invest in the industry and the economy at large. Despite this, corrupt practices at public and private sector level is another impediment.
1.3	PURPOSE OF THE STUDY
The study of this nature is bent on determining the extent to which growth in banking industry contribute to the development of the economy of a nation. It is envisaged that every other sectors of the economy need the financial sector in their activities in order to achieve a resound success in developing the economy. The purpose of the study are:
· To determine the impact of banks’ growth on the Nigerian economy.
· To examine the financial structure of the Nigerian economy and the recent development in the Nigerian financial sector.
· To examine the contribution if any of the Nigerian financial sector to the real sector growth.
· To examine factors that could bring about financial deepening and economic growth.
· To determine the impact of recapitalization in banking industry on the development of commerce and industry, agriculture and educational sectors of the Nigerian economy.
· To determine the roles that merger and acquisition play on the development of commerce and industry, agriculture and educational sectors of the Nigerian economy.
· To determine the effect of foreign investment through banks on the development of commerce and industry, agriculture and educational sectors of the Nigerian economy.
1.4	RESEARCH QUESTION 
	To achieve the stated objectives the following research question will be guide and study 
· 	Is there any impact of banks’ growth on the Nigerian economy.
· Does the financial structure of the Nigerian economy and the recent development in the Nigerian financial sector.
· Can there be  contribution if any of the Nigerian financial sector to the real sector growth.
· What are the  factors that could bring about financial deepening and economic growth.
· What is  the impact of recapitalization in banking industry on the development of commerce and industry, agriculture and educational sectors of the Nigerian economy.
· Is there roles that merger and acquisition play on the development of commerce and industry, agriculture and educational sectors of the Nigerian economy.
1.5	RESEARCH HYPOTHESES
Akpakpan (2003)   defined hypothesis as a tentative answer to the problem. The following hypotheses will be formulated from the objectives and will be verified in the course of this research work.
Ho:	That	there	is	no	positive	relationship	between	bank and economic growth in Nigeria.
H1:	That	there	is	positive	relationship	between	bank	and economic growth in Nigeria.
Ho:	There is efficiency in Nigerian banking industry.
H1:	There is no efficiency in Nigerian banking	industry.
1.6	SIGNIFICANCE OF THE STUDY
The significance of this study is to add to the general body of knowledge, enlighten the general public on the impact of banks’ growth on the Nigeria economy.
This information will enable the general public to judge if really the banking industry has impact on the economy and it will assist to enhance banks’ performance. It will also provide the basis for relevance on the banking industry.
The study will contribute towards the debate on the uniformity of banking operation and standard within the economy. It will also be beneficial to students and other academicians that will be making use of this research work.
1.7	SCOPE OF THE STUDY
This research work is carried out to know how banking industry has contributed to the various developments in the economy. The scope of this study shall be limited to how banking industry within the financial sector of the economy affects the activities of other sectors in the economy.
1.8	LIMITATION OF THE STUDY
Despite the importance of this research work to the economy, the quantity and quality of the study will be the problem of unreliability of data obtained from secondary sources. This is because data are often manipulated to suite political experiences.
Finance was another problem, which tends to limit the effort of the researcher. However, amidst the above problems, it was exciting and with diligence, the researcher was able to complete the work.
1.9	DEFINITION OF TERMS
Growth: An increase in size and capacity of bank.
Banker: Section 41(1) of the Banking Acts of 1969 define a bank to mean “any person who carries on banking business and includes a commercial bank, and acceptance house…”
Development: The gradual improvement in the economy in order to become advance and stronger.
Merger: It is the combination of two or more separate firms into a single firm.
Bank Recapitalization: It is the act of supplying long-term funds of the owners of the bank to meet the requirement of monetary authority. (Osiegbu 2005).
Consolidation: It is the reduction in the number of banks and other deposit taking institutions with a simultaneous increase in the size and concentration of the combined entities in the sector.
Acquisition: It is where a company takes over the controlling shareholding interest of another company.
1.10 	PLAN OF STUDY 
	This project work is been divided into five chapter, where chapter one contain the background of the study, statement of the problem, objective of the study, research question, research hypothesis, significance of the study, scope and limitation of the study. Definition of terms and plan of the study.
Chapter Two; talks about the literature  review, conceptual framework and empirical review, gap identified 
Chapter Three: comprises of research methodology, research hypotheses, research design, population of the study sampling techniques, sample size, sources of data, method of data analysis, test of hypothesis
Chapter Four: contain data presentation, analysis and interpretation, data presentation, data analyses data interpretation.
Lastly, the chapter five comprises of the summary, conclusion and recommendation and references.
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CHAPTER TWO
2.0	LITERATURE REVIEW
2.1	INTRODUCTION
There is a growing acceptance of the preposition that financial institutions such as the Banking Industry, contribute significantly to economic development.
The direction of casual relationship between economic growth and the banking sector is one area of contention amongst economists. (Schumpeter 1934:78) was a strong advocate of the role of the banking sector in stimulating economic growth and stated that “the banker stands between those who wish to form new combination and the possessors of productive means. He is essentially a phenomenon of development, though only when no central authority directs the social process. He makes possible the carrying out of new combinations, authorizes people, in the name of the society as it were to form them. He is the ephor of the exchange economy”. Harrison et al (1999) however argued that banking activity and profitability are a function of economic growth.
In the light of this, there is need to regulate the economy. The banking industry stands apart to do this function. Bank as a concept plays a Central role in regulating the imbalance.
They stimulate savings through deposit and ignite investment in asset or production of goods and services. As such regulate the circular flow of money and close the gap between surplus and deficit in an economy. To this end, the role of money cannot be overemphasized: as it is the means of stimulating investment through the activities of the money market. However, bank growth has an implied effect on economic development as it bridges the gap between savers and users.
2.1.1	CONCEPT OF BANKING
The concept of banking relates to acceptance of deposit and advancing loan to facilitate investment and economic development. Banking practice has enjoyed a great deal of patronage from the time of the goldsmith to the present. It is doubtful if there is any modern society that does not engage in one form of banking or the other. It will therefore not be out of place to say that banking is a global economic. Activity. But it may be difficult to believe that in the face of this popularity, banking business, for a large part of its existences, was nor accorded official definition. Even when attempts are now being made, there is no generally accepted definition across the world. People and nations tends to define the subject based on their customs of trade and exigencies. According to the chamber’s twentieth century dictionary, a bank is “an institution for the keeping, lending and exchange for money”.
No wonder in the barter economy due to the high risk of keeping valuable like jewelries and gold, man seeing the honesty of the goldsmith resort to keeping such valuable with him; who took special precaution to secure them for a little charge and issues receipt for them in returns. This receipt were later used for exchange of emerged.
Ordinary banking business consist of changing cash for bank deposit and bank deposit for cash; transferring bank deposit from one person or corporation to another;      giving bank deposit in exchange for bill of exchange, government bonds the secured or unsecured business or repay. From the foregone, it is believed that the concept of  banking has commercial tendencies where bank functions as accepting deposit, advances, loans for short term and long term, creating credit as well as agency function Akpan (2004).
Similarly the concept has agricultural tendencies and development tendencies as banks concentrate on specialized function to provide short term, medium term and long term credit for agricultural and development needs of an economy. It also has co- operative tendencies to provide short, medium and long term loans to their members.
On the other hand, Kent (1999) sees banks as an organization whose principal operation are concerned with the accumulation of the temporarily idle money of the general public for the purpose of advancing to other for expenditure. As such banks could have saving tendencies where banks promote small savings and mobilize them. In the same vein it would have industrial tendencies where banks provide medium and long term finance for industrial development as well as underwrite debenture and share. To Crowther, (1990), the bank business is to take debt of other people to offers its own in exchange and thereby create credit. To this sequel, banks could have exchanged tendencies, where banks deal with foreign exchange. Finally, banks could have a control tendency where banks functions as the apex bank of a country by regulating and controlling the monetary and banking structure. As such regulate the circular flow of money within the economy. Therefore, the concept of banking depicts the circular flow of money and the role of money in an economy.
CIRCULAR FLOW OF MONEY
Modern economics rely on money to function as such economic activities are monetized. Therefore, value of money increase as it moves round the chain of economic activities. This means money changes hand at every point in time within the economic activity. This is through saving and investment, which is the function of the banking sectors. Therefore, bank stand apart to affect the circular flow of money by bridging the gap between the deficit and surplus unit of the individual sector and give such money to the deficit sector for investment purpose. And this income received by the consumers and business firms are saved in the bank. Such saving of consumers and firms are not hoarded but are invested in bonds, share, debentures, etc. in the capital market. They flow into the capital market. Akpan (2010). On the other hand, business firms borrow funds from the capital market for making	investment. Thus saving which flow into the capital market are taken away by the business sector for investment and the circular flow of money is maintained in the economy.
ROLE OF MONEY
Money is of vital importance to the operation of the national and international economy. Money plays an important role in the daily life of a person whether he is a consumer, a producer, a businessman, an academician, a politician or an administrator. “An individual need not be a banker to be actually aware that money plays an important role in modern life; he need think only of his own experiences” Ubom (2009).
The static and dynamic roles money play in an economy makes its vital. Its static role emerges from its traditional function in its dynamic role, money play an important part in the life at every citizen and in the economic system as a whole Acha (2011a).
In a capitalist economy, the fundamental purpose of money is a way to distribute the ownership in the society. And by consequence, money is also used as a mean of exchange.
But, if you analyze the way that money works you will understand that as a tool to help exchange, that money is a very imperfect tool. Furthermore, it should be analyzes that money is also a social instrument which helps to coordinate social relation between individuals. Akpan (2004).
NEED FOR BANKING
Economic development entails total improvement of economic activity, where all the sectors within the economy function effectively. For an economy to function effectively, there is need to regulate the financial activities with a view to igniting investment and economic development. The banks stand apart to do this function. This is so because the bank is the life wire of any country’s economy: as it provides most of the fund and money that is used to organize the economic activities. The health of the economy is closely related to the soundness of its banking system. Although banks create no new wealth but their borrowing, lending and related activities facilitate the process of production, distribution, exchange and consumption of wealth. Lavine (2005)
In this way, they become very effective partners in the process of economic development. Today, modern banks are very useful in the utilization of the resources of the country, and as well mobilize the savings of the people for the investment purposes. If there would be no banks then a great portion of a capital of a country would remain idle.
A bank as a matter of fact is just like a heart in the economic structure and the capital provided by it, is like blood. As long as blood is in circulation the organs will remain sound and healthy. If the blood is not supplied to any organ, the parts would become useless. So if finance is not provided to Agriculture sectors or industrial sector, it will be destroyed. Loan facility provided by banks works as an incentive to the producers to increase their productions.
2.1.2	CATALYTIC ROLE OF BANKS IN ECONOMIC GROWTH
Globally, activities of banks reflect their unique role as the engine of growth in any economy. Dealing mainly in financed assets especially money, which as a medium of exchange, store of value, unit of account and standard for deferred payments covers every aspect of past, current and future economic activities, it therefore places the banks as the hub of the growth process all over the world. From the Bretton wood institutions and their subsidiaries, to state owned and private international banks as well as country-specific financial institutions, the generic functions of banks remain the same in spite of their level of sophistication in service delivery. In this section i made a brief reference to the international dimension of the catalytic role of banks and then go in greater detail later. (Ekezie 1997)
From the foregoing, the catalytic role of financial institutions in general and banks in particular derives from the performance of their traditional functions of financial intermediation and as pivotal agents in the payment system. (Acha 2011a) While these two functions may be regarded as banks primary functions, a third and equally important function of serving as a conduit for the transmission of monetary policies to the real sector combines with the other two stated functions to squarely place banks as the catalyst in the economic development process. This fact is not only true of banks within a country serving as a catalyst in the context of the domestic economic development process but also true of international multilateral financial institutions/banks in relation to the global economic development process. The contributions of the world bank and its sister Bretton woods financial institutions to the global economic growth are glaring proof of the catalytic role of banks at the global level. However, it is generally the domestic dimension of this phenomenon that is more widely discussed and appreciated (Levine 1999).
The International Dimension of the Catalytic	Role of Banks
As a starting point, we acknowledge the various controversies and misconceptions about the role and activities of the Bretton woods institutions and their subsidiaries. Although the World Bank, the International Monetary Fund, the International Development Association, the International Finance Corporation, the Multilateral Investment Guarantee Agency and other affiliates of the Bretton Wood Institutions as well as some regional financial institutions have come under heavy criticism in recent times, the fact of the case is that these institutions do provide long-term financing options for economic projects, especially in the poorer countries of the world. One must admit that many of the criticism arise out of the lack of transparency of the borrower nations and their poor management of the facilities provided by these multilateral institutions (Sam et al., 2006).
Coming to country-specific experience, this has been as varied as there are countries and indeed, in spite of striking similarities in some banking systems especially those with common antecedents, countries have varied structures and adopted different approaches in the functioning of their banking systems. Whereas in the United States, the emphasis is on unit and community banking in addition to the numerous savings and loans institutions as well as the countless number of credit unions, in the United Kingdom and other parts of Europe, the experience is that of an oligopoly of a few strong banks with large networks of branches. It is the same branch-banking model that is being practiced in the South-East Asian region. Regardless of this difference, the banks in the US, Europe and Japan act as catalyst not only in financing corporate borrowing but also household debts. Indeed, what has made these economies strong for decades have been the ability to sustain consumer demand through the household access to credit facilities.
Furthermore, to sustain the growth of their economies, specialised banks such as U.S. Eximbank, The Eximbank of Japan and export credit guarantee Department of U.K. were created and empowered to specifically finance manufacturing industries with export-bias. Similar financial institutions were also established in some of the emerging markets of the world including Argentina, Hong Kong, Malaysia, Indonesia and Mexico (Agene, 1991).
The main difference is in the efficiency of service delivery of the institutions in the industrialized countries and the complementary role of their legal/judicial system. Until recently when a few African countries started establishing Export-Import Banks, some selected commercial/merchant banks or in some cases, the central banks were made to provide loans for export-financing activities. This was the case in Nigeria beginning from 1968 when the central bank was statutorily empowered to undertake the direct financing of produce marketing until the demise of marketing boards and the emergence of NEXIM which took over the role of export financing.
The Role of Banks in the Economic Growth of Nigeria
Starting this with an overview of the size and strength of the banking sector in the last two decades including the notable developments in the regulatory framework, will actually add life into the subject matter. At this point, it is pertinent to note that the banking sector in Nigeria reasonably approximates the formal financial sector and also that the mainstream banks dominate the sector. For instance, the total assets of the financial sector were N1783.9 billion and N2584.6 billion in year 2000 and 2001 respectively, out of which the mainstream banks accounted for N1627.0 billion and N2449.1 billion (or 91.2% and 94.8%) respectively in the corresponding periods (NDIC, 2002).
Furthermore, much as the entire financial system witnessed considerable growth following the deregulation of the sector in mid 1986 as part of the national economic reform programme, the growth experienced in the banking sector during the deregulation period was phenomenal. Standard indicators of this growth include the bank total assets, the number of licenced banking firms in operation, branch network and volume of intermediation and payment activities (Acha 2011b).
2.1.3	BANKING AND THE FINANCIAL SECTOR
The financial ability of any country determines its economic activities. Financial ability centers on the strength of its financial sector, this sector tends to regulate the transfer of funds and security from savers to users. In the light of this, they offer financial services and opportunities for business organizations and the government. It is now widely recognized that there are strong positive linkages between the financial sector and economic development.
The bank and the financial sector stand as makers of financial products through capital and money markets. But in this study, a more look will be taking into the case of money market, (Ekpenyong et al., 2011).
Money Market
It is a component of the financial markets for assets involved in short-term borrowing and lending with original maturities at one year or shorter time frames. It is also the market for short-term instrument that are close substitute for money (Jhingan, 2005). Trading in the money markets involves Treasury Bills, commercial paper, bankers’ acceptances, certificates of deposit, federal funds, and short-lined mortgage and asset-backed securities. It provides liquidity funding for the global financial system.
No money market existed in Nigeria before the establishment of the Central Bank of Nigeria. This is however not to say that a market for short-term funds did not exist before then. Before the advent of commercials banking, there existed some element of short-term lending and borrowing based on commercial paper. The market was an integral part of the London money markets. It worked by moving funds from London to Nigeria during the season in order to finance the export of produce. At the end of season, the funds were moved back to London, when there was all-season money market activity. The establishment of the Nigerian money market involved, on the part of the Central Bank of Nigeria, repatriating these ‘roving’ funds to Nigeria for the country’s economic development.
The development of the Nigerian money market is not unconnected with the systematic introduction of the various instrument used in the market. The Nigerian money market like any other money market in the world primarily exist as a means of liquidity adjustment, the major considerations being the safety, liquidity at financial instruments and the rate of return. Commercial banks are the dominant players in the money market while the market itself provides the basis for the operation, manipulation and execution of monetary policies (indirect instruments), with discount houses intermediating funds between the central bank and other banks where the former is playing the role of the lender of last resort to the market. (Ekpenyong et al 2011)
2.1.4	BANK AND NON-BANK INSTITUTIONS
Bank and non-bank institutions are the institutions that deal with the various grade of near money. “Bank and non-bank institutions are network of markets that are grouped together as a result of the deal in financial instruments that have similar function in the economy and are to some degree substitute from the point of the view of the holder” (Jhingan, 2005).
In addressing the finance-high-growth rate nexus, we deal with the impact to different financial institutions-banks and non-bank financial institutions. Banks typically are state-owned, large, operate nationwide, and have many branches. Non-bank financial institutions in contrast, operate locally within the province and are much smaller. Banks are generally technologically more advanced, better developed and dominate the financial system. Bank, however, are known for their reluctance to grant loans to small private companies (Allen et al., 2005 and Boyreau –Debray, 2002), while most non-bank institution loans are extended to the non-state-owned sector (Xiaoqian 1998).
The Distinct performances of bank and non-bank financial institutions can mainly be attributed to the differences in their geographical scope, size and organization, and efficiency. However, the presence of non-bank financial institutions stimulates competition in the local banking market. Specifically, the positive impact of banks development on growth becomes more pronounced when the local financial sector is less concentrated. The bank and non-bank institutions comprises of Central Bank, Commercial Bank, Non-Bank Financial intermediaries, discount houses and bill broken and acceptance houses.
Central Bank
The Central Bank is the apex bank in a country. It is called by different names in different countries. It is the Reserve Bank of India in India, the Bank of England in England, the Federal Reserve System in America, the Bank of France in France and Central Bank of Nigeria in Nigeria. A Central Bank has been defined in terms of its functions. According to Vera Smith, “the primary definition of Central Banking is a banking system in which a single bank has either complete control or a residuary monopoly of note issue”.
In Nigeria, it was established in 1958 following the report of a commission of Enquiry set up in 1957 by the Colonial Government to advise it on the possibility of establishing a central bank. The setting up of the commission was prompted by the bank failure of the early 1950s and the need to put in place appropriate machinery for independent government (Nwankwo, 1980).
The positive recommendations of Loynes encouraged the Nigerian House of representatives into passing the Central Bank of Nigeria Act on 15th May, 1958. The fully authorized capital of CBN, when it began operation in July 1958, was 1.5m pounds of which 1.25m pounds were fully paid up. CBN is wholly owned by the Federal Government. Its operations, however, did not start until the 1st of July, 1959. The CBN Act of 1958 created a very liberal Central Bank along the lines of the Bank of England (Onoh, 2002). The CBN Act of 1958 specified the following functions for the CBN:
The issuing of legal tender currency in Nigeria;
Maintaining external reserves so as to protect the value of the currency; Promoting monetary stability and efficient financial system; and Acting as banker and adviser to government.
These objectives have been retained and expanded in the Bank’s latest Act of 2007. Two other objectives have been added; they include:
Acting as banker to other banks; and Managing the public debt.
In fulfilling these objectives, the CBN has become a strong tower on which banks and non-banking institutions lean. It serves as the mirror through which government monitors what goes on in the  economy and thus institutes appropriate regulations and promotions where and when necessary.
Commercial Banks
Commercial banks are the largest operators in the money market. The First Commercial Bank, the African Banking Corporation started operation in Lagos in 1892. it is today known as First Bank Plc. The 30s and 40s witnessed the mushrooming of mainly undercapitalized and mismanaged indigenous banks which collapsed as suddenly as they emerged. The collapse of the banks led to the promulgation of the Banking ordinance of 1952, which was the first ever attempt to put down the conditions under which a bank can operate. Since the Banking ordinance of 1952, there have been a number of legislations designed by the monetary authorities to tighten the rules and regulations governing the establishment of a bank and its operations. They include the Banking Act, 1958; Banking Act, 1969 and the Banking and other Financial Institutions (BOFID) Decree No. 25, 1991, and the amendment.
The functions of the commercial bank include the following: 
Keeping customers’ deposits and making them available on demand to customers; Channeling surplus funds to deficit units on short-term basis;
Provision of domestic and international banking services to clients;
Managing funds entrusted to it in a manner that shareholders and depositors interest are not jeopardized; and

Keeping to the laws, regulations and guideline governing banks in the course of providing services.
The rush into banking and bank failures observed in the late 1940s and early 1950s subsided in the middle of 1950s following the institution of regulatory framework for banking in 1952. In 1960, there were only 13 banks in the country; the number grew marginally to 14 in 1970. In 1980, there were 20 commercial banks, eight got added five years later bringing the total to 28. The number however expanded on a fast note between 1986 and 1992 following financial liberalization of the time. In 1990, the number of Commercial Banks stood at 58. It rose to 64 in 1995 and fell to 51 in 1996. As at 2010, the number of banks slumped to 24. But the banks are larger in size, capital base and asset structure, having gone through a consolidation exercise initiated in 2004. As earlier said, none of them has a capital base of less than 25 billion and the fit was attained through capital shoring with new issues and mergers and acquisitions. The consolidation programme also saw the cessation of merchant banking in Nigeria as some that survived the post liberalization hassles had to seek conversion into commercial Banks (Onoh, 2002).
Growth in Commercial Banking, and indeed the entire banking industry, is still fraught with a number of short-comings. The banker- customer ratio is still low resulting in long queues at the banks. Most branches of the banks are located in the cities thus pushing rural people into informal finance.

2.1.5	ROLE	OF	COMMERCIAL	BANKS	IN	A DEVELOPING		ECONOM
Besides performing the usual commercial banking functions, banks in developing countries play an effective role in their economic development. The majority of people in such countries are poor, unemployed and engaged in traditional agriculture. There is acute shortage of capital. People lack initiative and enterprise. Means of transport are undeveloped. Industry is depressed. The commercial banks help in overcoming these obstacles and promoting economic development. Some of these roles played by Commercial Bank in a developing country are as follows:
Mobilizing Savings for Capital Formation: The Commercial Bank help in mobilizing savings through a network of branch banking. People in developing countries have low incomes but the bank induces them to save by introducing variety of deposit schemes to suit the needs of individual depositors. They also mobilize idle savings of the few rich. By mobilizing savings, the banks channelize them into productive investments. Thus, they help in the capital formation of a developing country.
Financing Trade: The Commercial Banks help in financing both internal and external trade. The banks provide loans to retailers and wholesalers to stock goods in which they deal. They also help in the movement of goods from one place to another by providing all types of facilities such as discounting and accepting bills of exchange, providing overdraft facilities, issuing draft, etc. Moreover, they finance both exports and imports of developing countries by providing foreign exchange facilities to importers and exporters of goods.
Financing Consumer Activities: People in underdeveloped countries being poor and having low income do not process sufficient financial resources to buy durable consumer goods. The commercial banks advance loans to consumers for the purchase of such items as houses, scooters, fans, refrigerators, etc. In this way, they also help in raising the standard of living of the people in developing countries by providing loans for consumptive activities.
Financing Employment Generating Activities: The Commercial Banks finance employment generating activities in developing countries. They provide loans for the education of young persons studying in engineering, medical and other vocational institutes of higher learning. They advance loans to young entrepreneurs, medial and engineering graduates, and other technically trained persons in establishing their own business. Such loan facilities are being provided by a number of commercial banks. Thus the banks not only help in human capital formation but also in increasing entrepreneurial activities in developing countries (Jhingan, 2005).
DEVELOPMENT BANKING
Development banks are those financial institutions which provide term finance, promote entrepreneurship, enhance organization effectiveness and upgrade know-how and do-how. They provide either loan or equity capital or both, as also advisory, promotional and entrepreneurial services. Thus, development banks administer a blend of financial and development service. Development banks are government-sponsored financial institutions concerned primarily with the provision of long-term capital to industry. These institutions are known to have played a crucial role in the rapid industrialization process of continental Europe and Japan (Yasudo, 2007). However, there is a general perception that more recent development banks in the less developed countries (LDCs) have often failed to replicate the success of earlier examples. High area ratios, poor cost-benefit evaluations, and widespread evidence of mismanagement and corruption have undoubtedly contributed to the current disenchantment.
Another important function of a development bank is to devise different types of securities with different maturity periods acceptable to borrowers of loanable funds wishing to purchase securities and to the lender of such funds. A development banks is an indispensable institution to a developing country determined to indigenize its economic base. The bank can assist in the absence of a developed financial market, in the orderly transfer of shares, from resident or non-resident foreign investors to indigenes. It was for the same purpose that the Nigeria Bank of Commerce and Industries (NBCI) was established in 1973 to accelerate the indigenization of the Nigerian economy, (Onoh 2002).
The desire to promote rapid economic development and to be self-reliant in industrial output led to the establishment of development banks or development finance companies in many African countries to finance industrial projects. African countries are in a hurry to achieve rapid industrial and technological development in the belief that industrialization and technological acquisition will enhance their standard of living and political standing in world affairs. International experiences since the 1960s firmly suggest that the degree of a nation’s political and economic influence in world affairs is directly proportional to its industrial and technological concentration. In order to narrow the industrial and technological gap between the developing and developed countries industrialization has become a major priority area for African countries. At times industrial programs in the developing countries are over-zealously pursued to the detriment of agriculture, Onoh (2002).
GENESIS OF NIGERIAN DEVELOPMENT BANKS
In the context of Nigeria, the Bank of Industry, the Federal Mortgage Bank of Nigeria, Nigeria Agricultural Cooperative and Rural Development Bank, Nigeria export import bank and the urban development bank of Nigeria Plc. qualify as development banks.
The first but now defunct finance company in Nigeria was the Nigerian Local Development Board set up in Lagos by the Nigerian government in 1946. It was abolished in 1996 with the creation of regions by the Richards Constitution. In its place, three Regional Development Loans Board were set up for the Northern, Western and Eastern regions. A colony development board was set up for the Lagos area. The four boards inherited the assets and liabilities of the Nigeria Local Development Board. The Boards financed co-operatives, individuals and companies. The Regional Production Development Boards were also set up to administer funds provided by the Regional Marketing Boards for developing purposes of the regions.
With the attainment of regional autonomy, more finance companies were established by the regions. Each newly formed company had wider functions and inherited the assets and liabilities of preceding companies. Thus, in 1955, the Northern and eastern Region Development Corporations were formed by merging the Regional Development Loans Boards and the Regional Production Development Board. The Western Region Finance Corporation was formed from the Loans Board. These establishments did not only grant loans but operated like full-fledged modern development finance companies by participating with equity in companies and by making direct investments. In 1959, the Western Region Development Corporation was born out of the Production Development Board. The new corporation financed industrial and commercial projects. The Development Corporations were phased out partly because of insolvency and partly because of their inability to fulfill their functions due to excessive political interference.
FACTORS INHIBITING THE CATALYTIC ROLE OF BANK IN NIGERIA’S ECONOMIC GROWTH
There is no doubt that banks and other financial institutions have grown dramatically over the years both in number of institutions, the variety of services offered, the quality of services delivery and the volume of transactions processed. In spite of the numerous gains recorded however, the industry is still plagued by some inhibiting factors, which continue to constrain banks in the performance of their role as a catalyst in Nigeria’s quest for economic development and growth. The public expectations for the catalytic roles of the banks in the economic growth of Nigeria are high but such expectations have to be tempered by the consideration of the various environmental bottlenecks which confront the banks in the discharge of their duties. Some of the most important environmental factors which can enable or impair the Nigerian banks as a catalyst for economic growth and prosperity are as follows (Nwankwo, 1980):
SOCIO-CULTURAL	AND	POLITICAL	ENVIRONMENT: 
Nigerian society is unduly tolerant of some negative socio- cultural tendencies and as a result, has some societal peculiarities especially in its value system. This perhaps explains why wealth accumulation and ostentatious living attract no remarkable sanction or condemnation. The penchart to accumulate wealth is freely expressed irrespective of whether the source is illegal or not. Between 1992 and 1998, the amount involved in fraud within the banking system has grown by as much as 664.5% from N411.75 million to N3.15 billion. Such a rising trend gives bank operators a major concern because it constitutes a formidable threat to successful banking operation as well as a hindrance to the intermediating effort of banks in the country.
Closely related to this is the week culture of Nigerians. The generality of the people still treat financial instruments, especially cheques and the card instruments, with scorn. They prefer to operate in a cash environment in contradistinction to the cashless and electronic banking environment in advanced economies. It is obvious that Nigerians have to change their  attitude toward banking and its instruments if the banking institutions must contribute to meaningful economic developments and growth. Furthermore, political instability in Nigeria has been a bane of growth and development. As successive governments rolled out their objectives and economic policy, overnight reversal and policy somersaults tended to undermine coherent and stable operations of the banking sector, an observation which largely contributed to the fragility of the banking industry.
ECONOMIC ENVIRONMENT: Arguably, the worst problem that has militated against the effectiveness of monetary and banking policies in Nigeria within the past two decades was the persistence of government’s large fiscal deficits and its mandatory financing by the Central Bank of Nigeria (CBN). The financing of such huge government deficits by the CBN adversely affected the money supply, banking system liquidity, exchange rate movements and interest rates. We can only hope that the democratic dispensation has put paid to the unchecked incidence of high fiscal deficits by government. Furthermore on the economy, banks can only thrive if there is increased prosperity through the empowerment of people. But where there is a strong consumer resistance, the probability of corporate failure will be high, the stable sources of bank deposits will diminish the viable avenues for project funding and bank lending will be impaired and in a vicious cycle, the growth of the economy will be stunted and national poverty aggravated rather than alleviated, (Sanusi, 2011).
REGULATORY ENVIRONMENT: Although, bank operations are not opposed to regulation, what they advocate is not the absence of control but the restraint from ‘unnecessary’ intervention. The truth is that given the significance and catalytic role of the banking institutions in the economic growth and development of any nation, governments all over the world (including the most democratic-United State) do regulate the industry more than any other so as to ensure their efficiency, and safety and soundness in order to provide the needed support for economic activities. Thus, in consonance with the practice of banking in other economies, regulation was introduced early in the development process of the Nigerian banking industry to check the incidence of fraud, distress and failure. The banking failure recorded in the early 1950s necessitated the introduction of a formal framework for banking supervision and regulation in Nigeria. After the 1952 Banking ordinance, the legal framework for the operations of banks gradually emerged with the promulgation of the Central Bank of Nigeria (CBN) ordinance in 1958, Nigerian Deposit Insurance Corporation (NDIC) Decree No. 22 1988 as well as the CBN Act and the bank and Other Financial Institutions (BOFI) Act of 1991. The content of these laws as amended up to date form the pillars of the regulatory framework for banks operating in Nigeria today.
In all, the greatest problems faced by the banks in their roles as catalysts for economic growth are the constant policy reversals and the surprise elements in the announcement of shifts in the policy. The way such policies migrate and get accepted from time to time in the US and the U.K banking systems is for the regulators and the regulated to constantly ‘jaw-jaw’ and rub minds. The consolation at present in Nigeria is that the CBN has charged tactics impressively and one can say that the country should benefit from their new approach of constant policy dialogue and advocacy with the operators.
TECHNOLOGICAL ENVIRONMENT: The half of the 20th century was marked by large-scale global conflicts while the second half had seen a great revolution of a different kind. Both occurrences seem likely to be a child’s play going by the Information Technology revolution being witnessed even in the first few years of the 21st century. The dream of the true global village is here with us and no one can afford to miss the train. As such, banking activities and competition all over the world are being shaped and driven by Information Technology (IT). Banks that are unable to harness their IT potentials will be consigned to extinction. However, Nigeria’s technological environment is bereft of necessary and support infrastructural facilities and personnel know-how. For over two decades, the country’s energy sector which powers IT has, for the most part been unreliable, worse still was the Telecommunications sector (thanks to democracy for making the dream of improved access to telecommunication facilities a reality with the licensing of Five GSM operators and a host of other telecommunications services providers). The constraints from the communication’s end have greatly hampered banks’ contribution to the country’s economic growth. Banks have to make unnecessary huge investments in communication technologies to be able to meet certain requirements for modern payments system especially with globalization. Because such technologies are designed for handling large-scale processing, banks are made to harbour excess capacity in the respect especially in the provision of VSAT and other communication facilities, (Ekpenyong et al., 2011).
There are predominant linkages between the banking sector and the rest of the economy whether from the demand or supply side. Thus, if the judicial sector will facilitate economic growth and development in Nigeria, the change agenda and perspective of the judiciary must conform to the imperatives of these vital linkages. What we see so far is that the judicial authorities have realized for a long time that these linkages are essential but then, the time is ticking away and progress is yet to be recorded. For instance, the special courts for bank frauds and related issues that was promised has not come into fruition, but we do believe that its necessity is getting increasingly appreciated, (Ojo, 1995).
2.2	THEORETICAL FRAMEWORK 
It is imperative to note from the onset that over the years, researchers have had opposing views with regard to the role of banks credit extension in promoting economic growth. In this regard, while some hold the view that finance plays a critical role in fostering economic development, others believe that finance is an overstressed determinant of growth and as such economic growth precedes demand for finance. This section, therefore, presents the evolution of the theories underpinning financial development and economic growth theory over the years.
Walter Bagehot
 	In finance and economics, the role of finance in economic development is first attributed to the work of Walter Bagehot in 1873 titled “Lombard Street: A description of the money market”. Bagehot (1873) argues that if English traders using larger portion of borrowed funds in comparison to their own capital can borrow at low interest rates, they can sell their commodities at much lower prices than a trader using his own capital, and still be able to make higher returns on their own funds after paying for the interest on their loans. In the face of competition, these traders are able to reduce their prices further, and forego a relatively smaller profit, and can drive out the old-fashioned traders who trade in the market using their own capital. At lower prices, traders using borrowed capital are, thus, able to produce more and sell more of their products, therefore inducing economic growth. Bagehot thus established that “development in finance, such as the joint-stock company and limited liability enabled the industrial revolution in Britain by facilitating the mobilization of capital for large-scale investments” (Driffill, 2003, p. 363).
Schumpeterian Model of Economic Growth 
Another pioneer of the theory on financial development and economic growth is Joseph Schumpeter who, in his work published in 1934, recognised the role of bank credit in promoting economic development (Schumpeter, 1934). Schumpeter argued that economic development cannot take place naturally but would require an entrepreneur to initiate innovation to replace the old technologies, which he termed as “creative destruction”. As such, for the entrepreneur to carry out his function and induce economic growth, he would require technical knowledge and banking credit to purchase goods that he will use to conduct experiments, therefore, leading to innovations and eventually growth. Schumpeter (1934) argued that economic growth and development would result because of new products and improvements in the old ones that would come by because of innovation. Critical to Schumpeterian model is the role of bank credit used to finance research and development in order to come up with cost effective methods of production that eventually results in the increase of goods and services produced in the economy
Neo-Classical Model of Growth 
Neo-Classical Growth theory is based on the work of Solow (1956) and Swan (1956) which is an extension of the Harrod-Domar model, that was developed in 1946. According to Solow (1956), economic growth is a factor of labour, capital and technology. The theory entails that a temporary equilibrium can be achieved by varying the combination of labour, capital and technology in the economy, thereby ignoring any specific role that finance can play with regard to economic growth. Solow (1956) argued that economic growth is independent of the rate of saving and investment in the economy and that capital investments resulting from increased savings only lead to temporally growth as capital is subject to diminishing returns in a closed economy with fixed stock of labour and no technological progress. In this regard, Solow (1956) argued that only through technological progress can sustainable economic development be achieved.
Endogenous Growth Model 
The Endogenous Growth Model consists of the body of literature that opposed the NeoClassical Model of Growth. It entails that economic growth is determined by endogenous factors rather than by external forces. In this regard, the theory has two folds, one that considers economic growth to be significantly determined by investments in innovation, knowledge and human capital and the second one that focuses on externalities and positive spill over effects that can lead to economic growth. Central to this theory is the role that financial intermediation plays with regard to achieving economic growth. In this regard, several authors such as Levine (1997), Bencivenga and Smith (1991) and Saint-Paul (1992) have incorporated, in the Endogenous Growth Model, the role of the financial system in determining economic growth. Smith (1991) argument centers on the efficient financial intermediation that arises when liquidity risk is adequately managed to prompt savers to invest in productive investments that can induce economic growth.
Financial Repression Hypothesis 
The formalization of the theory of financial intermediation is attributed, by literature, to the work of McKinnon (1973) and Shaw (1973). In this regard, McKinnon and Shaw acknowledged the pivotal role that financial institutions play in fostering economic growth arguing that the variety in economic growth can be explained by the quantity and quality of service that financial institutions provide in the economy. McKinnon (1973) and Shaw (1973) argue that if an economy has an efficient financial system, then growth and development can be achieved through efficient allocation of capital. They further argue that, historically, most countries both developed and more especially developing, suppressed competition in their financial sectors through government interventions and regulations leading to low levels of growth. They believed this to be the case based on the notion that an uncompetitive financial sector leads to lower levels of savings and investments than the levels that could otherwise be achieved in a competitive market.
2.3	 EMPIRICAL LITERATURE 
Empirical evidence that exist presents varying results with regard to the role of banking sector development on economic growth in different jurisdictions examined. In this regard, while some researchers established that financial development resulted in an increase in GDP growth of the economies of countries they examined, other researchers found that economic growth is the enabler for banking sector and financial sector development. In contrast, empirical evidence also exists, indicating that other researchers have failed to prove existence of any relationship between banking sector development and economic growth in countries they examined. Given the above, it could safely be concluded from the available literature that there is no clear-cut relationship between banking sector development and economic growth, but such would vary from country to country. A review of the various papers published on the topic is presented below.
Size and Depth of the Banking Sector
 As the traditional measure of banking sector development, the size and depth of the banking system and financial sector at large are the widely used indicators employed in determining the  relationship between financial development and economic growth as well as in establishing the direction of this relationship. The indicators of size and depth of the financial sector include broad money supply (M2) to GDP, private credit to GDP, central bank assets to GDP, private credit to deposits, deposits to GDP etc. However, for the purposes of this study, only the two commonly used indicators of M2 to GDP and private credit to GDP will be considered.
Money Supply to GDP
 A number of empirical studies have examined the relationship between money supply in the economy and economic growth with an objective to determine whether or not an increase in money supply, which measures monetization in the economy, has any impact on economic growth. One such study is by Tripathy and Pradhan (2014), who examined the relationship between the banking sector development and economic growth in India. In his study, Tripathy and Pradhan (2014) used the broad money supply as an indicator of the size of the financial system and financial intermediary development among others. Using the correlation matrix and the granger causality methodology, Tripathy and Pradhan (2014) established a positive bidirectional relationship between broad money supply and economic growth, implying that growth in GDP can cause an increase in the broad money supply and vice versa.
Banks Credit 
As discussed before, credit to the private sector is one of the most widely used measure of the size of the banking sector development as it captures the financial resources extended to the private sector by the banking institutions in the economy, through loans and other account receivables. Timsina (2014) examined the relationship between bank credit extended to the private sector and economic growth in Nepal. The study used the commonly used approach of Co-integration and Error Correction Model and established a long run positive relationship between bank credit extended to the private sector and economic growth in line with the financial repression theory. This finding is also supported by the work of Ogege and Shiro (2012), who examined the impact of depositing money in banks on economic growth in Nigeria using a similar methodology to the one employed by Timsina (2014), establishing a positive relationship between bank credit and economic growth.






















CHAPTER THREE
 3.0	RESEARCH METHODOLOGY
3.1	INTRODUCTION
In any empirical study, the study and procedures to be adopted by the researcher are all determined by the nature of the problem being investigated and the objectives of the study. This chapter therefore describes the methodology of the research work. The sources of data collected, procedures and methods of gathering data as well as techniques for testing the hypothesis.
3.2	RESEARCH DESIGN
Research design involves the systematic process of collecting, analyzing and interpreting data with a view to finding solutions to the problem being investigated.
This research work employs both the descriptive and inferential statistical methods. There are evidenced in the use of tables, ratios, simple percentages and the Pearson’s Correlation analysis in the presentation analysis and interpretation of data in chapter four.
3.3	DATA COLLECTION
Data used in this research work are obtained mainly from the secondary sources which include the NDIC journal, the CBN statistical bulleting and journals. The aim of this is to ascertain the effect of documented operational performance data of deposit money banks on economic growth in Nigeria or the growth and development of the banking sector in Nigeria in particular.
3.4	DATA ANALYSIS
Data collected during the course of this research work were analyzed using the descriptive and inferential statistical methods. The descriptive methods involved tables, ratios and percentage to draw descriptions between variables. The researcher also adopted the inferential statistical method by using the correlation analysis.
3.5	CORRELATION ANALYSIS
Correlation analysis is used to measure the strength and direction of linear association between two quantitative variables. In other words, it is meant to show the degree of relationship between two or more variables.
The most commonly encountered statistic is the co-efficient of correlation (r). The possible values of r range from -1.00 to +1.00 and indicate a perfect negative correlation and a perfect positive correlation respectively. Apart from these two extremes, (Enoh, 1997:165) states that under 0.25 indicates a no meaningful relationship. Between 0.25 to
0.50 indicates a moderate relationship. 0.51 to 0.75 indicates a substantial relationship.
The assumptions of this test statistic are:
The relationship between the two variable is linear
Both variables are random variables
The conditional distribution of one variable given the value of a second variable are normally distributed.
The	formular	for	Pearson’s	product	Moment	Correlation Coefficient is denoted by r and defined as:
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r	=	coefficient of correlation
n	=	no of items or years under coordination x	=						independent variable
y	=	dependent variable
xy	=	Summation of products of x and y x2	=	Summation of products of x
y2	=	Summation of products of y
To test the significance of the correlation value, the t-test statistic is computed as follows:
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	t
	=
	no of standard deviation

	r
	=
	sample correlation

	n
	=
	sample size


The degree of freedom (df) for this is n – 2. The researcher will assume a certain level of significance in the decision rule (5% in this case). Decision will be taken based on these criteria:
	Calculated value
	=
	positive
	- direct correlation

	Calculated value
	=
	negative
	- inverse correlation

	Calculated value
	=
	O
	- no correlation



Accept null hypothesis when tcal < ttab Reject null hypothesis when tcal > ttab

CHAPTER FOUR

4.0	DATA PRESENTATION, ANALYSIS AND INTERPRETATION
4.1	INTRODUCTION
This chapter centers on the presentation, analysis and consequent interpretation of all the relevant data collected for the research purpose. The hypotheses earlier stated in chapter one is tested and the validity ascertained. The researcher afterwards decides whether to accept or reject the null hypotheses based on the decision rules guiding the chosen test statistic.
4.2	DATA PRESENTATION AND ANALYSIS
Table 4.1	Ratios of Bank Loans and Advances to GDP in Nigeria 2009 – 2023 (in millions)
	Years
	Total Loans and Advances of Commercial Banks
	GDP Current Factor Cost
	Total Loans Advances
as a percentage o GDP (%)

	2009
	114883.9
	1,960689.0
	5.86

	2010
	169437.1
	2740459.0
	6.18

	2011
	385550.5
	2834998.9
	13.6

	2012
	272895.5
	2765670.0
	9.87

	2013
	322764.9
	3193660.0
	10.11

	2014
	508302.2
	4842190.2
	10.5

	2015
	796164.8
	5545410.0
	14.36

	2016
	954628.8
	5726190.0
	16.67

	2017
	1210033.1
	6061700.0
	19.96

	2018
	1519242.7
	6455110.0
	23.54

	2019
	1,85955.5
	14,610880.0
	12.73

	2020
	2338718.8
	18564590.0
	12.60

	2021
	4493303.9
	20657320.0
	21.75

	2022
	7606337.1
	23842160.0
	31.90

	2023
	9705248.6
	25768345.0
	38.63


Source: CBN Statistical Bulletin (2025)
Table 4.1    shows commercial banks total loans and advances, the gross domestic product as well as the ratio of the loans to GDP. The ratio witnessed a steady increase between 2009-2013 growing from 5.86% in 2009 to 10.11% in 2013. It declined marginally to 10.5% in 2014 and has ever since been on an increase till 2018. The ratio of loans to GDP dropped sharply in 2019 from 23. 54% in 2018 to 12.73% in 2019 and further declined to 12.69% in 2006. It again has been at an increase growing to 38.63% in 2023.
Table 4.2	Banks Total Assets, Number of Branches and Percentage of Totals as at December 2008
	Name of Banks
	Total Assets
	Percentage of Total
	No. of Domestic
Branches
	Percentage of Totals

	Access Bank Plc
	737479948202.00
	1.58
	118
	2.35

	Afribank Nig. Plc.
	562769071608.00
	3.70
	262
	5.33

	Diamond Bank Plc
	468787637111.34
	3.08
	250
	4.99

	Ecobank Plc
	422277291358.00
	2.78
	209
	4.17

	Equitorial	Trust
Bank
	214079529369.91
	1.41
	92
	1.83

	First	City
Monument Bank
	449409365582.80
	2.95
	145
	2.89

	Fidility Bank Plc
	475409356582.80
	3.13
	112
	2.23

	First Bank of Nig.
Plc
	1394154335597.00
	9.71
	478
	9.53

	First	Inland	Bank
Plc
	312429428047.04
	2.01
	151
	3.01

	Guaranty	Trust
Bank Plc
	902509294324.00
	5.94
	154
	3.07

	Stanbic IBTC Bank
Plc
	327288208086.81
	2.15
	61
	1.22

	Intercontinental
Bank Plc
	1228401205747.91
	8.08
	292
	5.82

	Citibank Nig Ltd.
	158735973221.81
	1.04
	13
	0.26

	Oceanic Bank Int’l
Plc.
	1190234914052.00
	7.83
	345
	6.88

	Patinum	Habib
Bank Plc.
	871953110857.00
	5.30
	123
	2.45

	Skye Bank Plc
	50239258334538.00
	2.30
	226
	4.51

	Spring Bank Plc
	123709391898.00
	0.81
	191
	3.81

	Standard Chartered
Bank
	161729089139.72
	0.06
	14
	0.28



	Union	Bank	of Nigeria
	1380248798429.00
	9.08
	383
	7.64

	Undy	bank	of
Nigeria
	318038644774.37
	2.09
	204
	4.07

	Wema Bank Plc
	186994214258.00
	1.23
	150
	2.99

	Zenith Bank Plc
	1699552251580.00
	11.18
	321
	6.40

	Nigeria
	
	
	
	


Source:CBN statistical bulletin 2025 and Researcher’s Computation.
From table 4.2 above, only Zenith Bank Plc had above 11.18% of the total assets in Nigerian Banks, closely followed by First Bank and Union Bank of Nigeria with 9.17% and 9.08% respectively. Intercontinental Bank Plc and had 8.08% while Oceanic Bank had 7.83% of the total assets of Nigerian Banks. Five Banks had less than 2% of total assets of bank in Nigeria. Spring Bank Plc is the only Bank that had less than 10% of assets of Nigeria Banks.
UBA had the highest percentage of domestic branches of Nigerian banks – 12.34%. This is closely followed by First Bank of Nigeria with 9.53. Oceanic Bank had 6.88% while Union Bank 7.64%. Stanbic and Equatorial had less than 1% of the total number of domestic branches of Nigeria Banks.
Table 4.3	operational performance of banks (in percentage)
	YEAR
	ROE
	ROA
	DAR
	TAR
	TINVR
	LAR
	INVR
	TDR

	2014
	27.2
	1.7
	44.97
	55.83
	30.13
	22.09
	8.04
	25.00

	2015
	46.1
	2.0
	40.99
	70.44
	37.10
	24.78
	12.32
	28.87

	2016
	34.7
	0.5
	50.09
	74.63
	35.51
	25.78
	9.73
	37.38

	2017
	27.0
	1.8
	41.87
	77.70
	32.13
	26.61
	5.52
	32.53

	2018
	15.4
	2.2
	64.74
	91.83
	41.16
	28.87
	12.29
	42.92

	2019
	14.6
	3.8
	44.60
	124.2
	42.25
	33.57
	8.68
	55.39

	2020
	31.3
	3.0
	41.86
	186.5
	66.46
	42.67
	23.79
	78.08

	2021
	22.4
	4.7
	47.72
	251.5
	112.29
	49.42
	62.87
	120.0

	2022
	12.59
	2.3
	46.59
	312.5
	148.83
	87.00
	61.83
	145.6

	2023
	40.27
	3.7
	37.74
	449.2
	169.84
	135.1
	34.78
	169.5


Source: NDIC Quarterly march, 2025.
	Note:
	

	ROE
	=
	Return on Equity

	ROA
	=
	Return on Asset

	DAR
	=
	Deposit Asset Ratio

	TAR
	=
	Total Asset Ratio

	TINVR
	=
	Total Investment ratio

	LAR
	=
	Loans and Advances Ratio

	INVR
	=
	Investment Ratio

	TDR
	=
	Total deposit Ratio


The profitability indicators showed significant fluctuation during this period. For instance in 2014 when the ROE was 27.2%, the ROA was 1.7%. In 2018, ROE was 15.4% while ROA stood at 3.7%. The worst performance judging by the ROE was 2022 while that of ROA was  2.3% with values of 12.59
The DAR also fluctuated but showed a general downward trend in 2018, 46.74%, and 37.74% in 2023. The trend in TDR showed a very different picture that with the exception of 2017, the ratio, recorded on increasing trend.
 
STATISTICAL TESTING OF HYPOTHESES HYPOTHESIS I
H0:	There	is	no	positive	relationship	between	bank	and economic growth in Nigeria.
H1:	There is a positive relationship between bank and	economic growth in Nigeria.
Table 4.4	Number of Commercial Banks and GDP
	YEAR
	NUMBER OF BANKS
	GDP

	2014
	54
	3193660.0

	2015
	54
	4842190.0

	2016
	90
	5545410.0

	2017
	90
	5726190.0

	2018
	90
	6061700.0

	2019
	89
	6455110.0

	2020
	25
	14610880.0

	2021
	25
	18564590.0

	2022
	24
	20657320.0

	2023
	24
	23842160.0


Source:	CBN Statistical Bulletin , 2025




Table 4.5	Correlation of Number of Banks (y) with Economic Growth (x).
	YEAR
	G.D.P (X)
	No. of Banks
	X2
	Y2
	XY

	2014
	31.94
	54
	1020.2
	2916
	1724.8

	2015
	48.4
	54
	2342.6
	2916
	2613.6

	2016
	55.5
	90
	3080.3
	8100
	3080.3

	2017
	57.3
	90
	3283.3
	8100
	3283.3

	2018
	60.6
	90
	3672.4
	8100
	5454.0

	2019
	64.6
	89
	4173.2
	7921
	5749.4

	2020
	146.1
	25
	21345.2
	625
	3665.0

	2021
	185.6
	25
	34447.4
	625
	4640.0

	2022
	206.6
	24
	42683.6
	576
	4958.0

	2023
	238.4
	24
	56834.6
	576
	5721.6

	Total
	1095.04
	565
	172882.474
	40,455
	44,666.26



N/B: GDP Figures were divided by 100,000 to have a sizeable data.
Using Pearson’s Product Moment Correlation Coefficient r	=	nxy	-	xy	
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Test of significance using “t” test
H0:	The correlation coefficient is not significant H1:	The correlation coefficient is significant
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DECISION RULE
Accept H0 if tcal < ttab Reject H1 if tcal > ttab
Degree of freedom (df)	=	10 – 2 = 8
ttab for df = 8 at 5% significance level using two tailed test from the table is given as 2.306. from the analysis above, the calculated ‘tcal’ is less than table ‘ttab’, the null hypothesis is thus accepted.
HYPOTHESIS II
H0:	There is no efficiency in the Nigerian banking	industry. H1:	There is efficiency in the Nigerian banking industry.
Table 4.6	Gross Domestic Products and Bank Total Loan
	YEAR
	G.D.P (X)
	Banks Total Loans (y)

	2014
	31.94
	322764.9

	2015
	48.4
	508302.2

	2016
	55.5
	796164.8

	2017
	57.3
	954628.8

	2018
	60.6
	1,210033.1

	2019
	64.6
	1519242.7

	2020
	146.1
	1976711.2

	2021
	185.6
	2524297.9

	2022
	206.6
	4813488.8

	2023
	238.4
	7799400.1


Source: CBN Statistical Bulletin 2024.
Table 4.7	Correlation of GDP(x) with Bank Total Loan (y)
	YEAR
	G.D.P (X)
	Total Loan (Y)
	X2
	Y2
	XY

	2014
	31.94
	3.23
	1020.16
	
	103.17

	2015
	48.4
	5.08
	2342.56
	25.81
	245.87

	2016
	55.5
	7.96
	3080.25
	63.36
	441.78

	2017
	57.3
	9.55
	3288.29
	91.20
	547.22

	2018
	60.6
	12.10
	3672.36
	146.41
	733.26

	2019
	64.6
	15.19
	4173.16
	230.74
	981.27

	2020
	146.1
	19.77
	21345.21
	390.85
	2888.39

	2021
	185.6
	25.24
	34447.36
	637.06
	4684.54

	2022
	206.6
	48.13
	42683.56
	2316.50
	9943.66

	2023
	238.4
	77.99
	56834.66
	6082.44
	18592.82

	Total
	1095.04
	224.24
	172882.47
	9994.797
	39161.982
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Test of significance using “t” test
H0:	The correlation coefficient is not significant H1:	The correlation coefficient is significant
 t	=	r x     
      n – 2
1 – r2 (
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) t	=	0.901 x
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8
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DECISION RULE
Accept H0 if tcal < ttab Reject H1 if tcal > ttab
ttab for df = 8 at 5% significance level using two tailed test from the table is given as 2.306. Since the calculated ‘tcal’ is greater than table ‘ttab’, we accept the alternative hypothesis.
DISCUSSION OF FINDINGS
In the course of this study, the researcher had used secondary data to assess the role of banks in economic growth in Nigeria. It was discovered in the literature that opinions differ on the role of banks in economic growth of a country, while some scholars opine that banks do contribute to a country’s economic advancement, other though otherwise.
The study also revealed that banks performance indicators have witnessed an increasing trend within the period reviewed. This trend is not far-fetched as it could be traceable to the introduction of banking reforms in the sector to reposition it to better support economic growth and development.
Empirically, the result of the first hypothesis of the study showed a negative relationship between banks and economic growth. Although, the strength of the relationship is insignificant, it is thus concluded that the growth in the economy within the period may not be attributeable to the growth in the number of banks. It thus means that other economic variables and activities other than the number of banks was responsible for economic growth. Again, the result of the second hypothesis (r = 0.901) indicates a strong/positive relationship between banks total loans (a measure of banks efficiency) and GDP. This implies that an increase in banks total loans engenders economic growth.
Finally, it was discovered that although the banks’ performance indicators indicate an increasing trend, their impact has not been felt as they should in terms of enhancing economic growth in Nigeria.


CHAPTER FIVE
5.0	SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1	INTRODUCTION
This chapter, being the last in the research work summarizes the findings of this study, and from the findings, we draw the necessary conclusions and then give the required recommendations.
5.2	SUMMARY
The researcher in chapter one of this study stated the research problems from which the research hypotheses were formulated based on the objectives of the study. Relevant data were collected from mainly secondary sources which include CBN statistical bulletins and annual reports.
Data were analyzed using simple percentages and tables while the correlation analysis was used in assessing the extent and degree of relationship between the variables of the hypotheses.
From the analysis made, it was discovered that although the commercial banks’ performance indicators revealed an increasing trend, the trend has not translated to the much expected economic growth.
The study also revealed that the reformation of the banking system though germane has not engendered much stability in the sector hence, the inability of the banking sector to fully support sustainable economic growth in the country.
The result of the fist hypothesis showed that there exist a negative relationship between banks and economic development in the country. This lends some credence to the assertion that banks have not contributed much to economic growth in Nigeria.
However, the result of the second correlation test on the second hypotheses gave r = 0.901 implying a positive relationship between banks total loans and GDP. By implication, this implies that although the efficiency in the Nigerian banking sector has some what improved consequent upon the introduction of the reforms, the benefits are yet to be felt in terms of sustainable economic growth and development for the country at large and the banking sector in general.
5.3	CONCLUSION
The researcher attempted to draw necessary inferences from the research analysis and the study so far, as to reject or accept preconceived notions held on the subject matter. The major conclusions drawn are:
· It is inferred that the deposit money banks (commercial banks) experienced higher performance during the period reviewed.
· The commercial banks have not been able to translate their better performance into sustainable economic growth for the country.
· There exist a negative relationship between the number of banks and economic growth in Nigeria.
· Lastly, although a positive relationship exists between banks loans and economic development, commercial banks in Nigeria have not been able to provide the much needed funds from economic growth in Nigeria.
5.4	RECOMMENDATIONS
The study centered on the assessment of the role of banks on economic growth in Nigeria. Based on the findings, the researcher has proffered the following recommendations: Monetary authorities and the government should not be indifferent as to the set of policy measures it would pursue in order to affect banking operations and the general economy.
Policy makers should also be careful to ensure that the economy is not made susceptible to the economic vagaries associated with uncontrolled large banks such as destructive competition, profiteering and likely capital flight and preponderance of obnoxious practices that will injure public conscience and purpose.
There is a great need for the rejuvenation of social and economic infrastructural facilities given its potential in improving productivity, creating wealth and increasing the much needed savings for long term investment.
The apex bank should ensure that governance best practices are embedded in the banking industry as well as in them too.
Lastly, the CBN and banks should be transformed to ensure good corporate governance, stronger information management, human development and enhanced disclosure to levels expected in major investor countries such as the United State, the United Kingdom, South Africa, China, etc. The absence of these ingredients has greatly impaired the banks ability to contribute effectively to economic growth in Nigeria.
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