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CHAPTER ONE

INTRODUCTION

1.1
Background To The Study
Federal Government of Nigeria developed and implemented the interest rate deregulation aimed at driving the banking sector to increased private sector participation to boost the economy confidently. The banking sector has not shown any improvement connected to deregulation since the commencement of the policy in 1989 rather developments in the sector are mainly from other policies of the Central bank of Nigeria (Francis, 2019). The success of the deposit money banks mainly depends on total savings deposits of customers. This could explain why banks sets high targets of saving deposits for their operations staff to sustain their business. Interest rate in Nigeria is still indirectly regulated although, officially, the banks are under deregulation. The Monetary Policy Rate (MPR) which the Central Bank of Nigeria (CBN) uses to control interest rate still defines the direction of interest rate flow in deposit money banks. A higher MPR means interest rate will be high and vice versa (Francis, 2019). Financial Deregulation and liberalization is a matter of degree, and does not imply a shift to total laissez faire. It entails the removal or relaxation of regulations affecting the type of business financial firms may undertake, the type of firms permitted to deal in the particular markets, or the terms on which dealing is allowed. Regulations which have been relaxed include controls on interest rates at which banks can lend or borrow, controls on operations by banks outside their country of registration and restrictions on the types of business particular financial institutions can transact, direct credit abolition and exchange rate deregulation. Deregulation has been favoured as it leads to more competition and efficiency gains, causing both developed and developing economies to incorporate such policies into their Structural Adjustment Programs(SAP, 1986 for Nigeria) as opposed to its opposite; financial regulation or repression (Agu, 2020). The high interest rate in Nigeria may be as a result of high inflation that remained at double digits and other macroeconomic factors like the instability in the Nigeria currency, even the increased sub-national government spending and government high expenditure. For instance, interest rate is too high and when you compare the lending rates with rates of fixed deposits, one will identify the disparity is just too much. When you want to borrow from banks, they offer as much as 24%. But when funds are placed with the banks the highest you can get is about 7.5%. As such, no country flourishes with high level of lending interest rates because it discourages investments. It is against this background that it becomes imperative to access the effect of interest rate and manufacturing sector performance in Nigeria (Okoro, 2017). Government control over interest rates ended on that day in 1987. This was done to alleviate the country's financial intermediation constraints. It was not until October 1996 that interest rates were totally free of government supervision after being deregulated for the first time on August 1, 1987 (Jones, 2020). Interest Rate Deregulation Interest rate is a term that has been variously defined and described. It represents a percentage that is usually charged on a sum that is given to a borrower for the usage of such money with the promise to pay back on a future date. This rate is defined as the rental payments for the use of credit by borrowers or the return for parting with liquidity by lenders. Rate of interest can also be seen as the amount paid per unit of time expressed as a percentage of the amount borrowed. Thus, the cost of borrowing money, measured in naira, per year per naira, borrowed, is the interest rate (Omowunmi, 2018). It basically means the cost of having the right to borrow and use loanable funds. The cost should be paid to get individuals to do without enthusiastically the upside of liquidity. In other words, the cost of holding money is referred to as the interest rate. Loan fee can be ordered utilizing measuring sticks like development and liquidity. Nonetheless, it can likewise be characterized along loaning and store rates lines. There are prime and maximum lending rates for banks. The rational expectations theory, which was developed by John Maynard Keynes, is based on the idea that new information about interest rates, asset prices, and other market parameters is instantly transmitted to and absorbed by the public in order to help them form expectations about how interest rates and asset prices will change in the future. In this model, equilibrium interest rates hold all relevant information indefinitely and only change when new relevant information becomes available. Thusly, as introduced by Rose (2003), determining market loan fees is basically unimaginable on a predictable premise since financing cost forecasters should understand what new data is probably going to show up in the commercial center before that data shows up and should likewise survey how that new data will impact financing costs and resource costs when it shows up. Modern Theory of Interest, also known as the General Equilibrium Theory of Interest or the Hicks-Hansen Theory of Interest, was developed in response to the phenomenal works of both Hicks (1980), who incorporated both monetary and real factors to demonstrate that investment, savings, preference for liquidity, and the money supply are all essential components of a comprehensive and determinate interest rate theory that reaches its zenith with the IS and LM curves. A certain solution is provided by the equilibrium between the IS and LM curves. Having reviewed the variety of perspectives propounded on the elements that shape the way of behaving of loan costs in the monetary framework, obviously the hypothetical agreement is that loan fees bear a positive relationship with total reserve funds. That is, higher genuine financing costs animate development in reserve funds (Ogbulu, Uruakpa & Umezinwa, 2015). Afolabi and Akinde (2023) examined how Nigerian deposit money banks performed in relation to monetary policy. Total loans to total assets (TLTA) was employed as a measure of performance, while monetary policy rate (MPR) and liquidity ratio (LR) were used as indicators for monetary policy. Ordinary Least Square was employed in testing the effects of the policy tools on TLTA. TLTA is negatively impacted by MPR significantly, whereas the effect of LR is negative but insignificant. The study concludes that Nigeria’s deposit money banks’ performance is significantly affected by monetary policy. The study recommends the intensified use of MPR as the anchor rate, combined with other carefully devised mechanisms. Measures for cost efficiency, liquidity management and effective credit control are recommended for deposit money banks to improve performance. Samuel and Vivian (2022) analyzed the interest rate deregulation on commercial banks’ lending operations in Nigeria in Nigeria from 1970 to 2020. The Johansen co-integration, error correction model, and chow test were utilized in the research, which made use of annual CBN data. The outcome for the Johansen coreconciliation test shows that there is a long-run connection between financing cost and business bank credits and advances in Nigeria during the time of investigation, while the chow test examination shows that the invalid speculation is dismissed, and this proposes that financing cost affects business banks' advances and propels in Nigeria during controlled and liberated periods. The review suggests that business banks ought to be given low-premium advances by the National Bank of Nigeria (CBN) using fundamental money related approach devices, including the money related approach rate (MPR) and hence Business banks in Nigeria should pay low financing costs on credits accordingly. Kingsley (2022) looked at the association between loan cost liberation and execution of Nigerian store cash banks for the period 1996-2018. Financing cost freedom was isolated into prime loaning rate, most noteworthy advancing rate, 3-month store rate, and more than year store rate, with return on assets (ROA) filling in as a delegate for store cash bank execution. The World Bank information base and the National Bank of Nigeria Factual Announcement (2018 release) gave the dates to the previously mentioned factors. The data were studied for stationarity with the DickeyFuller (D-F) test, long-run relationship with the Bound's co-joining test, and ARDL relentless quality with successive relationship, heteroscedasticity, and normality tests. The results of the tests uncovered that the variables were totally consolidated of solicitation zero or one, and that the elements have a long-run relationship. Subsequently, the ARDL model for limit evaluation uncovered that really prime crediting rate was earnestly connected with bank ROA, however the illustrative factors were not commonly truly colossal. The researcher then, at that point, stated that there is no huge connection between funding cost freedom and the introduction of Nigerian store cash banks during the audit time period. Thusly, store cash foundations should attempt to get ready fitting venture assets from surplus units by offering store rates fit for enticing savers to foster their hold reserves and extending the availability of loanable resources.

1.2
STATEMENTOF THE PROBLEMS

Nigeria has not been able to attract international investors to her shares due to the banking sector’s inability to have a well focused promotion and marketing policy that would embrace crucial national and local events. The development decay has posed formidable obstacle that needs urgent attention by the government. In spite of the awareness of immense socio-economic benefits from deregulation, it is unfortunate that it is still assigned low priority in banking fiscal policies planning and co-ordination

1.3
Research Questions

This research work shows some problems encountered and how it can be possible to solve or how it affects bank performance. These questions are as following.

i. To what extent is the impact of deregulation on the development of banking sector?

ii. Is there any deregulation of the sector that can attract investment and bring about the development of the economy?

iii. What are the factors that has hindered the banking sector from developing in Nigeria?

1.4
Objectives Of The Study
Robust and speedy economic development cannot be achieved in Nigeria banking without putting in place, well organized programmes of deregulation and optimum utilization of banking potentials in the country. Bu examining why Nigeria, with its abundant natural and human resources, has experienced only small gains in banking the primary objective of the study is to access the possible role of deregulation in providing development Nigeria and her banking system. The secondary objectives of the research work in include the following:

i. To examine the impact of deregulation on the development of banking sector making reference to first bank nig plc.

ii. To identify how deregulation of the sector can attract investments and bring about the development of the economy as a whole.

iii. To ascertain the factors that hindered the banking sector from developing in Nigeria as compared to other countries of the world.

iv. To proffer possible solutions that would address such problems.

1.5
Research Hypothesis

This has led to the deterioration of many financial institution like banks, micro finance institution, insurance companies etc. the hypothesis to be tested will be:

HYPOTHESIS 1

Ho:
there is no impact of deregulation on the development of banking sector

Hi:
there is impact of deregulation on the development of banking sector

HYPOTHESIS 2

Ho:
deregulation of the sector can not attract investment and bring about the development of the economy

Hi:
deregulation of the sector can attract investment and bring about the development of the economy

HYPOTHESIS 3

Ho:
there is no factors that hindered the banking sector from developing in Nigeria

Hi:
there are factors that hindered the banking sector from developing in Nigeria

1.6
Significance Of The Study

 This study examines the impact of deregulation on the Nigeria banking industry. The main justification of this study is to provide insights on how economic growth the capacity development of the sector in Nigeria.


The result of the study is expected to serve as a useful guide to bankers, economists, policy makers and appropriate authorities to redirect the thrust of policy towards the optimum utilization of resources to develop the sector in Nigeria, so as to promote economic growth and development. The recommendation made will also aid further studies or contributions toward development pursuit. Hence, it will contribute in no small measure to national economic progress.

1.7
SCOPES AND LIMITATION OF THE STUDY


The scope of this research work focuses on the Nigerian economy, but paying close attention to the role of deregulation in the viability of banking sector with reference to the first bank Nigeria plc. The period under review is within 2019-2020.


The limitations in carryout this study include  inadequate information required from first bank. This is due to the fact that Nigeria has poor data storage and besides, the bank hardly documents its activities, and the administrative bureaucracy of relevant institutions also hindered a more exhaustive analysis of the study.

1.8
DEFINITION OF KEY TERMS   

Loan: a short term credit which is granted for definite period, usually between 30-180 days. Nzotta S.M (1990:14) Monetary banking and finance theory and practice.

Policy: a course of action intended as the business to accomplish end Adebayo R.O (1997:27) element of banking made simple, volume 2.

Interest rate: this is the rate at which the bank lend money to industries and traders. Adekanye F. Element of Banking (1993).

Financing: simply means of obtaining the means of payment needed by an organization for short and long term Oxford dictionary

Industry: this is related to those economic activities which involves transformation of input  into new product. (Adekanye F. 1993:33) Element of banking).

Trade: the exchange of goods for money or other goods.

1.9
ORGANIZATION OF THE STUDY


This project work will be in the five chapters, the chapters one which is the introduction and general review of the study given basic insight and the concept of the study.

Chapter one consists of introduction, statement of the problem, research question, objectives of the study, research hypotheses, significance of the study and scope and limitation of the study, definition of key terms and plan of the study.

Chapter two contains literature review, conceptual review, theoretical framework, empirical review

Chapter three consists of research methodology.

Chapter four contains data presentation, data analysis and data interpretation

Chapter five contains summary, conclusion and recommendations.

CHAPTER TWO

2.0
LITERATURE REVIEW

2.1
CONCEPTUAL FRAMEWORK


Banking sector deregulations were initiated as part of overall economic reforms in the country and wide ranging reforms covering industry, trade, taxation, external sector, banking and finance markets have been carried out in many nations since mid 1991. A decade of economic and financial sector deregulation has strengthened the fundamentals of these countries economy and transferred the operating environment sustained and gradual pace of reforms has helped avoid any crisis and has actually fuelled growth. As pointed by china in the bi annual report 2001-02, GDP growth in the 10-years after reform i.e 1992-93 to 2001-02 averaged 6.0% against 5.8% recorded during 1980-81 to 1989-90 in the pre-reform period. The most significant achievement of the banking sector deregulation has been the market improvement in the financial health of commercial banks in terms of capital adequacy, profitability and asset quality as also greater attention to risk management. Further, deregulation has opened up new opportunities for banks to increase revenue by diversifying into investment banking, insurance, credit card, depository services, mortgage financing, depository securitization etc. at the same time, it has brought greater competition from mutual funds, NBFCs, post office, etc. post-WTO, competition will only get intensified, as large global player emerge on the scene.

The banking sector in any economy serves as a catalyst for growth and development. Banks are able to perform this role through their crucial functions of financial intermediation, provision of an efficient payments system and facilitating the implementation of monetary policies. It is not surprising therefore, that government the world attempt to evolve an efficient banking system, not only for the promotion of efficient intermediation, but also for the protection of depositor, encouragement of efficient competition, maintenance of public confidence in the system, stability of the system and protection against systematic risk and collapse.


Worldwide, the banking business is highly regulated. This is because of the pivotal position the financial industry occupies in most economies. In an efficient system, it is widely functioning of a nation’s economy. Thus, for the industry to be efficient, it must be regulated and supervised in view of the failure of the market system market participants to undue risks which could impair the stability and solvency of their institutions. Regulation and supervision of banks remain an integral part of the mechanism for mechanism for ensuring safe and sound banking practice. The apex of the regulatory and supervision entails on-site examination of the institution and off-site surveillance. The two activities are manually reinforcing and are designed to timely identify and diagnose emerging problems in individual banks with a view to prescrive the most efficient resolution option. In line with prevailing international standards, central banks in each country have continue to emphasize risk focused banks supervision in Nigeria.


Similarly, they have developed different core principles, depending on the nation, for effective banking supervision as enunciated by the bank committee on banking supervision as the pivot of the framework for bank supervision.


According to Ayano D.A and co of national open university of Nigeria, the primary role of banks and other financial institutions is to mobilize funds from surplus unit of economy to the deficit unit of the economy for the purpose of efficient and productive investment. Therefore, it is important for any bank seeking excellence in the industry to serve the role of financial intermediation effectively and efficiently in order to be able to remain in the business. This could be done through adequate skill acquired by the credit officers and all other personnel involved in loan administration and management.


Increased competition will squeeze profitability and force bank to work efficiently on shrinking spreads. Positive fallout of competition is the greater choice available to consumer, and increased level of sophistication and technology in banks. As banks benchmark themselves against global standards, there  has been a market increase in disclosures and transparency  in bank balance sheet as also greater focus on corporate governance.

MAJOR DEREGULATION INITIATIVES


Some of the major reform initiatives in the last decade that have changed the face of banking and financial sector of many countries of the world are:

1. Interest rate deregulation: interest rate on deposit and lending have changed the face of banks enjoying greater freedom to determine their rates

2. Adoption of prudential norms in terms of capital adequacy, asset classification, income recognition, provisioning, exposure limits, investment fluctuation reserve etc.

3. Reduction in pre-emption-lowering of reserve requirement (SLR and CRR), thus releasing more lendable resource which banks can deploy profitability.

4. Government equity in bank has been reduced and strong banks have allowed to access the capital and strong banks have been allowed to access the capital

5. Banks now enjoy greater operational freedom in terms of opening and swapping of branches, and bank with good track record of profitability have greater flexibility in recruitment.

6. New private sector banks have been set up and foreign banks permitted to expand their operation in india including through subsidiaries. Bank have also been allowed to set up off share banking units in special economic zones.

7. New areas have opened up for bank financing: insurance, credit cards, infrastructure financing, teasing, gold banking. Besides of cource investment banking, asset management, factoring etc.

8. New instruments have been introduced for greater flexibility and better risk management. E.g interest rate swaps, forward rate agreements, cross currency forward contracts, forward cover to hedge inflows under foreign direct investment, liquidity adjustment facility for meeting to-day-to-day liquidity mismatch.

9. Several new institutions have been set up including the national securities depositories ltd, credit information Bureau India ltd.

10. Limit for investment in overseas market by banks, mutual funds and corporate have been liberalized. The overseas investment limit for cooperate has been raised to 100% of net worth and the ceeling of $100 million on prepayment of external commercial borrowing has been introduced. With banks permitted to diversity into long-term finance and DFI’s into working capital guidelines have been put in place for the evolution of universal banks in an orderly fashion.

11. Technology infrastructure for the payments and settlement system in the country has been strengthened with electronic funds transfer, centralized fund management system, structured financial message solution, negotiated dealing system and move towards real time gross settlement.

12. Adoption of global standers prudential norms for capital adequacy, asset classification, income recognition and provision of banks (against traditional transaction based approach). Best international practice in accounting systems, corporate governance, payment and settlement system, etc are being adopted.

13. Credit delivery mechanism has been reinforced to increase the flow of credit to priority sectors through focus on micro credit and self help groups. The definition of priority sector has been widened to include food processing and cold storage, housing above Rs  10 latch, selected lending through NBFCS, etc.

2.2

THEORETICAL FRAMEWORK

The main theory adopted for the research project is predominately based on the institutional theory of management, agency theory and the contingency theory of management.

2.2.1
THE INSTITUTIONAL THEORY


The institutional theory perspective is mainly based on social and economic theoretical views (Dimaggis and powell, 1991). This theory explores how organizational structure and actions are shaped by institutional forces, such as the government, the professional bodies and society that surrounds organizations. An important element in the institutional theory is the isomorphic concept (Dimaggio and Powell, 1991).



According to Kraft’s public policy (2007), institutional theoy is policy-making that emphasizes the formal and legal aspects of government structure. Institutional theory is a widely accepted theoretical posture that emphasize rational myths, isomorphism and legitimacy. (Scott, 2008).


The main connection between institutional theoy and environemtn management accounting system is that since institutional theory is a system of constraints, evidence by the existence of expectations impeding an organization from fully utilizing the strict rationality of its realm (Mayer and Rowan 1977), organizations are constraints to fully utilizing the strict rationality in its environmental management accounting system because the follow normal societal norms in neglecting any accounting activity that incur any extra cost in their organization many organization feels that subscribing to the practice of environmental management system will incur additional cost to already existing expenses.


The theory predicts that a particular form of socal change occurs in response to sociaetal expectation by an organization which prevents it from changing course from the original norms (Lincoln 1990, 269-270). Institutional elements invariably derives from outside the organization. The consequence of which that this externally endorsed social change generate constraints preventing organizational development in other course of action (Fogarty, 1992). Institutional theory therefore considers the process by which structure, includilng schemes, rules, norms, and routines, become established as authoritative guidelines for social behavior. (Scott, 2004) different components of institutional theory explain how these elements are created, diffused, adopted and adapted overspace and time, and how they fall into decline and disuse. Generally, there are there mechanism theough which institutional isomorphic changes can occur. Coercive pressures. First, coercive pressures are explained as regulatory compliance to existing regulations (Dimaggio and Powell, 1991). Under coercive pressures, the government and regulatory bodies are likely to intervene and influence firms to adhere to existing regulations.


Second, mimeic pressures are responses of a fire to proven techniques or practices of competing firms when faced with ambiguous and uncertain situations (Dimaggio and Powell,1991). Third, normative pressure emphasizes the importance of voluntary adoption to mitigate coercive pressures. These three types of pressures are not empirically distinct and tend to overlap (Dimaggio and Powell, 1991).

2.2.2
AGENCY THOERY


Kara (2015) stated that Agency Theory is a theory that explain how to best organize relationships in which one party determines the work while another party does the work. On this relationship, the principal hires an agent to do the work, or to perform a tast the principal is unable or unwilling to do. For example, in corporations, the principals are the shareholder on their behalf. Agency theory assumes both the principal and the agent are motivated by self-interested objectives that deviate and even conflict with the goals of the principals. Yet, agents are supposed to act in the sole interest of their principals.


To determine when an agent does (and does not) act in their principal’s interest, the standard of “Agency Loss” has become commonly used. Agency loss is the difference between the best possible outcome for the principal and the consequences of the act of the agent. For instance, when an agent acts consistently with the principals interest, agency loss is zero. The more an agnet’s acts entirely in her own self interest, against the interest of the principal, the agency loss becomes high.


Kara ( 2015) further opined that research on agency theory shoes that agency loss is minimized when two particular statement are true. The second is that the principals knowledgeable about the consequences of the agents activities. if either of these statement is false, it follows that agency loss is therefore, likely to arise.


One objection to agency theory according to Bruce et al (2005) is that it relies on an assumption of self-interested agents who seek to maximize personal economic wealth. Thus, a standard of agency duty and universally selfish, but because the potential for differences between the principals and the agents interest exists.

2.2.3
CONTINGENCY THEORY


The second theoretical framework considered for this research project is the contingency theory of management accounting. The theory suggest that there is no overall suitable management system for any organization or situation in an organization. Instead, the correct choice of management accounting system depends on the respective circumstances or contingencies (Otley 1980).


The usefulness of this theory to the topic of discuss is that, the theory suggests positively that in circumstances where environment issue are being discussed, environmental management accounting system is the best accounting system that is encouraged to have adopted. The theory encourages before management accounting system should be chosen or adopted for used in an organization.


According to Adil, (2015) contingency theory in management accounting descrives the situational facto and potrays that management accounting in the prevailance of each such factor. These idiosyncratic circumstances or contingent factors are major contributors, towards non-formation of universally acceptable effective management accounting system. As situational factors are unique is nature and are unfeasible in reckoning and elucidation in isolation hence they can broadly be categorized in six foremost areas according to the dominant characteristics of such circumstances.

i. The external environment

ii. Strategies and mission

iii. Technology

iv. Firm interdependence

v. Business unit, firm and industry variables

2.3
EMPIRICAL REVIEW 


Sustainability is now increasingly recognized as central to the growth of emerging market economics. For the private sector, this represents both a demand for greater social and environmental responsibility as well as a new landscape or business opportunity. The financial sector has been late to respond to the trend but is emerging in any economy. In the banking sector, new standards and codes of conduct promote corporate accountability transparency and consideration of impact on environment and society, what motivates banks in emerging market to reassess their business practices and engage in sustainability-oriented risk management and product development? Local communities that live around large projects financed by banks have their own priorities and are emerging as new regulators as well. Sustainable banking can be defined as a decision by banks to provide products and services only to customers who take into consideration the environmental and social impacts of their activities.


 This entails capacity building and training as well as setting measurement and evaluation standards. Effective reporting is just a important to ensure that results are communicated bank to banks, shareholders and wider group of stakeholders. These processes should be tailored of fit banks own business goals organization culture.


Social and environmental risk management improves the quality of banks portfolio and lower insurance liabilities and compensation claims. Pursing innovate financial solution and products generates innovate financial solution and reputation (39 percent) and improved community relations (26percent) among the most significant benefits and viability of banking sector, individual bank must devise their own unique approach and business case of sustainability. This is determined by how they want to align their business goals with trends in the markets and sectors in which thery operate. By implication, bank sustainability subsequently results in viability (success or survival) of the bank.

PECULARITIEES OF BANKING INDUSTRY


Financial institution may be defined as economic agent specializing in the activities of buying and selling at the same time financial contracts and securities issued by borrower and they sell them to lenders. In view of varied and complex operations of a bank, an operation definition of a bank may be provided as follows.


A bank is an institution whose current operations consist of granting loans and receiving deposits from the public. Definition of “Banking” as per the banking regulations Act 1949 says, banking means accepting, for the purpose of lending or investment, of deposit money from the public. The act defined the functions that a commercial bank can undertake and restricted their sphere of activities. An ordinary entrepreneur assume risk to earn profit. Hence there is a natural tendency on the part of an entrepreneur is to maximize profitability.


However, while risk taking activity of a bank leads to profitability, it may increase profitability, it also increase the tendency to create instability and thereby endander the very existence of bank. What is required for stability. What is required for stability is restraint, which cannot come from within. It is not endogenous. An external arm is needed to contain instability and to protect the stakeholders from the externalities.


This is the basic difference between deregulation between a bank and firm. Unlike a firm, a bank provides a public good in terms of liquidity and means of payment. This implies that the externalities of a firm creates hardship for the labour force employed in the firm, not for the labour force employed in the firm, not for public in general. The economic and political costs of failure of a large bank may be substantial forcing the government to bail them out.


A bank is also distinguished from an ordinary firm by virtue of nature of risks it facts. While it is true that existence of a intermediary like bank has a net cost of advantage relative to direct lending and borrowing banks face a double edged risk, one from the side of the lender and other one from the side of the borrower.


This is because the equity base of a bank is typically small relative to the liability. A substantial components of liability of a bank consist of its deposits. A part form current and savings deposits, even term deposits can be subject to premature withdrawal. A default risk arises when the debtors of the bank are not able or willing to meet their obligations to the bank at the agreed time. Thus existence of both liquidity and  default risk for a bank are not able or willing to meet their obligations to the bank at the agreed time. This existence of both liquidity and default risk for a bank differentiates it from an ordinary firms. There is basic contradiction between deregulation and competition

 In the case of banking industry. The above contradiction may be established from certain basic characteristic of banking industry as well.

As for as the functions of the central bank are concerned, a distinction is made between general monetary policy and specific measures directed to banks (good hart, 1987). This dual role forms the basis of quantitative and qualitative credit control by central banks. While qualitative credit control regulates the supply of credit, selective credit control, amongst other  things, regulates demand for credit. If rate of interest in banking industry may be compared with price in the context of industry, then control on bank rate by central banks is Akin to price control. In a very broad sense, therefore, bank would be reduced to price takers. Thus, in all the three aspects of credit market, captured by supply, demand and price determination, the link between credit control and control of competition is manifested. A certain amount of control appears to ve necessary to ensure that no unwarranted exist takes place in banking industry. Unlike any other enterprises, which can exist without a central bank in order to closely monitor the  operations of banks in trouble, provide guidance, and even bails them out by action as a lender of the last resort. Exploration of nature of a banking firm establishes that existence of commercial bank is possible only with presence of a central bank. It is important to understand the content of deregulation in banking industry despite the existence of a central bank. It appears that deregulations in the context of banking industry is not tantamount to ushering of unfettered competition. An interpretation of deregulation in banking as pure competition of laissez fair would result in an anarchic situation.


However, different schools of though view desirability of a central bank differently. Historians of economic though grouped those under three headinds. Currency school, banking school and free banking school. Free banking school dis-approved the issue of relevance of a central bank, while the other schools approved it with disparate views. Currency school preferred a rule bound central bank, and an unbound authority of central bank found favour with banking school.

CHAPTER THREE

RESEARCH METHODOLOGY

3.0
INTRODUCTION


This chapter describes the research methods that were employed in generating data for the research project. It explains the research design, the study population, sample size, method of data collection and method analysis and finally presents the data analyze procedure.

3.1
RESEARCH DESIGN


Survey research design was adopted for this study. The design according to Creswell, (2012) is a survey design which enables the researcher to describe an event, opinion or situation as at the time of study. Survey design is a bery effective means of gathering data from different sources within a short period of time. The data thus gathered will be used for strict examination of how deregulation has affected the banking sector in Nigeria.

3.2
POPULATION OF THE STUDY 

The population for the study comprises of staffs of first bank plc in Ilorin. There are total of seventy five (75) respondents including senior and junior cadre in the organization. Questions are asked using questionnaire as the research instrument and the questions asked are based on the topic of the research work so as to keep within the scope of the study  and also ensure the validity of the data gathered and ultimately answer the research questions asked in chapter one.

3.3
SAMPLEL SIZE AND SAMPLING TECHNIQUES 

The sample size for this research project was determined by finding the population mean of the total number of respondent that participated in the research.


A total of seventy questionnaires were administered to the respondents. The same number (50) were duly completed and returned back to the researcher.

3.4
INSTRUMENT OF COLLECTION OF DATA


The main instrument of data collection in this study was questionnaire. However, interview method was also utilized.

Questionnaire: a questionnaire is a research instrument consisting of a series of questions for the purpose of gathering information from respondents. The respondents could be easily reached. The questionnaire has two parts, part A and part B.

Interview: interview involves face to face contact between the researcher and the respondents which the respondents is posed with questions which he/she is expected to respond to.

3.5
METHOD OF DATA ANALYSIS


The data collection through the questionnaire were used to carry out the analysis. This entails presentations of the data in a tabular format as analysed using simple percentage in this way, T-test will be used for testing and analyzing the hypothesis. It is represented by X2 and formular is

X2=   [image: image1.png]


(O-e)2

E

Where


E=expected frequency

O=observed frequency


[image: image2.png]


  =summation

3.6
LIMITATION OF METHODOLOGY


The following are some of the limitations or constraints which the researcher encountered during the cause of gathering the data:

i. Financial constraint: insufficient fund tends to implede the efficiency of the researcher in sourcing for the relevant materials, literature or information and in the process of data collection (internet, questionnaire and interview).

ii. Time constraint: the researcher will simultaneously engage in this study with other academic work. The consequently will cut down on the time devoted for the research work.

iii. Shortage or research materials: since the research topic is a current issues, the researcher find it very difficult to find relevant materials relating to the subject matter.

iv. Reluctance to release information: the management of first bank plc are very reluctant and sometime not willing to release vital information needed for the research project.

CHAPTER FOUR

DATA ANALYSIS AND PRESENTATION

4.0
INTRODUCTION


In this chapter, data collected using the instruments of data collection were presented analyzed.  The data such presented were based on the response from the respondents through the use of carefully administered questionnaires which was completed and returned to the researcher.

4.1
DATA PRESENTATION


As explained in the last chapter, seventy five copies of the questionnaire were distributed and only fifty (50) questionnaire were successfully completed and returned. The data are thus presented under two (2) sections. Section A being the Bio Data of Respondents and section B being the research question analysis.

4.2
DATA ANALYSIS


The fifty (50) questionnaire are thus analyzed as shown below:

SECTION A: BIO DATA OF RESPONDENT;

TABLE 4.1: SEX OF RESPONDENTS

	SEX
	NO OF RESPONDENTS
	PERCENTAGE

	Male
	15
	30

	Female
	35
	70

	TOTAL
	50
	100%


Source: Researcher’s Field Survey, 2025

Table 4.1 shows that 15 respondents representing 30% of the total respondents were male while 35 respondents representing 70% of the total respondents were female. The significance of this result was that more woman are involved in this survey than men.

TABLE 4.2: EDUCATION QUALIFICATION OF RESPONDENTS

	QUALIFICATION
	NO OF RESPONDENTS
	PERCENTAGE

	O’level
	----
	------

	OND/NCE
	14
	28

	BSC/HND
	36
	72

	Others
	----
	----

	TOTAL
	50
	100%


Source: Researcher’s Field Survey, 2025

Table 4.2 shows that 14 respondent representing 28% of the total respondents were holders of either National Diploma (ND) certificate or NCE certificate while 36 respondents representing 72% of the total respondents were holders of either BSC or HND certificate. None of the respondents was holder of “O” level certificate and none of the respondents were holder of other qualifications and this better knowledge and experience were use for the study.


This will enhance the reliability of the result and findings obtained from the study.

TABLE 4.3: MARITAL STATUS OF RESPONDENTS

	RESPONSE
	NO OF RESPONDENTS
	PERCENTAGE

	Single 
	10
	20

	Married
	40
	80

	Others
	---
	---

	TOTAL
	50
	100%


Source: Researcher’s Field Survey, 2025

Table 4.3 shows that 10 respondents representing 20% of the total respondents were single while 40 respondents representing 80% of the total respondents were married. No respondent indicate other status. The significance of this result was that more married personnel thus responsible were involved in the research work.

SECTION B: RESEARCH QUESTIONS

TABLE 4.4: do you think there is impact of deregulation on the development of banking sector?

	CHOICE
	NO OF RESPONDENTS
	PERCENTAGE

	Strongly agree
	40
	80.0

	Agree
	10
	20.0

	Strongly disagree
	00
	00

	Disagree
	00
	00

	TOTAL 
	50
	100


Source: Researcher’s Field Survey, 2025

From the table above, 40 respondents representing 80% of the total respondents strongly agreed that there is impact of deregulation on the development of banking sector, 10 respondents representing 20% also agreed to the question and no respondent disagreed to the posed question and no respondent strongly disagree that there is impact of deregulation on the development of banking sector.

TABLE 4.5: is there any deregulation of the sector that can attract investments and bring about the development of the economy?

	CHOICE
	NO OF RESPONDENTS
	PERCENTAGE %

	Strongly agree
	25
	50.0

	Agree
	15
	30.0

	Strongly disagree
	2
	04.0

	Disagree
	8
	16.0

	TOTAL
	50
	100


Source: Researcher’s Field Survey, 2025

From the table above, 25 respondents representing 50% of the total respondents strongly agreed that there is deregulation of the sector that can attract investments and bring about the development of the economy, 15 respondents representing 30% also agreed to the question 2 respondents representing 4% of the total respondents strongly disagreed while 8 respondents representing 16% also disagreed that various deregulation of the sector  that can attract investments and bring about the development of the economy. The researcher therefore believes that various deregulation of the sector that can attract investments and bring about the development of the economy.

TABLE 4.6: The factors that has hindered the banking sector from developing in Nigeria?

	CHOICE
	NO OF RESPONDENTS
	PERCENTAGE %

	Strongly agree
	5
	10.0

	Agree
	15
	30.0

	Strongly disagree
	20
	40.0

	Disagree
	10
	20.0

	TOTAL
	50
	100


Source: Researcher’s Field Survey, 2025

From the table above, 5 respondents representing 10% of the total respondents strongly agreed that there is factors that has hindered the banking sector from developing in Nigeria, 15 respondents representing 30% also agreed to the question. Meanwhile, 20 respondents representing 40% of the total respondents strongly disagreed while 10 respondents representing 20% also disagreed that there is no factors that has hindered the banking sector from developing in Nigeria.

TABLE 4.7: does excessive violation of interest rate and exchange rate policy which result in to instability in the economy?

	CHOICE
	NO OF RESPONDENTS
	PERCENTAGE %

	Strongly agree
	15
	30.0

	Agree
	25
	50.0

	Strongly disagree
	3
	06.0

	Disagree
	7
	14.0

	TOTAL
	50
	100


Source: Researcher’s Field Survey, 20225

From the table above, 15 respondents representing 30% of the total respondent strongly agreed that excessive violation of interest rate and exchange rate policy, which result in instability in the economy and 25 respondents representing 50% also agreed to the question. 3 respondent representing 6% of the total respondents strongly disagreed while 7 respondents representing 14% also disagree that there is no excessive violation of interest rate and exchange rate policy, which result in instability in the economy.

TABLE 4.8: the incidence of bad debt and bank fraud have been the major problem for distress in the banking industry?

	CHOICE
	NO OF RESPONDENTS
	PERCENTAGE %

	Strongly agree
	15
	30.0

	Agree
	25
	50.0

	Strongly disagree
	3
	06.0

	Disagree
	7
	14.0

	TOTAL
	50
	100


Source: Researcher’s Field Survey, 2025

From the table above, 15 respondents representing 30% of the total respondents strongly agreed that bad debt and bank fraud has been the major problem for distress in the banking industry and 25 respondents representing 50% also agreed to the question. 3 respondents representing 6% of the total respondents strongly disagreed while 7 respondents representing 14% also disagree that the bad debt and bank fraud that has been the major problem for distress in the banking industry.

TABLE 4.9: The problem of turmoil in the financial system, which is often caused when the CBN feels, compelled your bank to take five-tighing measures to handle the liquidity situation?

	OPTION
	NO OF RESPONDENTS
	PERCENTAGE %

	Strongly agree
	20
	40.0

	Agree
	15
	30.0

	Strongly disagree
	5
	10.0

	Disagree
	10
	20.0

	TOTAL
	50
	100


Source: Researcher’s Field Survey, 2025

From the table above, 20 respondents representing 40% of the total respondent strongly agreed that there is turmoil in the financial system, which is often caused when the CBN feels, compelled to take five-fighting measures to handle the liquidity situation, 15 respondents representing 30% also agreed to the question. 5 respondents representing 10% of the total respondents strongly disagreed while 10 respondents representing 20% also disagreed that there is no turmoil in the financial system, which is often caused when the CBN feels, compelled to take fire fighting measure to handle the liquidity situation.

TABLE 4.10: poor implementation of deregulation policy affects bank?

	CHOICE
	NO OF RESPONDENTS
	PERCENTAGE %

	Strongly agree
	15
	30.0

	Agree
	25
	50.0

	Strongly disagree
	3
	06.0

	Disagree
	7
	14.0

	TOTAL
	50
	100


Source: Researcher’s Field Survey, 2025

From the table above, 15 respondents representing 30% of the total respondents strongly agreed that implementation of deregulation policy affect bank and 25 respondents representing 50% also agreed to the question. 3 respondents representing 6% of the total respondents strongly disagreed while 7 respondents representing 14% also disagreed that there is no implementation of deregulation policy affects banks.

4.3
TEST OF HYPOTHESES


Testing of the hypothesis formulated for this study will be done using the T-test hypothesis testing method. William (2016) define T-test as a test that assesses whether two samples are different and is commonly used when the variances of two normal distributions are unknown and when an experiment uses a small sample size.

The formular is

Tcal =
x-u
   0

        √n                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                              

Where:
X=sample mean

          
U=population mean


Tcal=t-distribution test


0=standard deviation of the sample


N=sample size or number of sample

Decision rule:

The level of significance for testing the hypothesis was 5%. Hence, if the calculated value is less than the table value, than the null hypothesis (Ho) will be accepted and the alternative hypothesis (Hi) will be rejected, if the calculated value is greater than the table value, then the null hypothesis (Ho) will be rejected and the alternative hypothesis (Hi) will be accepted.

4.3.1
TESTING OF HYPOTHESIS 1

HYPOTHESIS ONE

Ho:
there is no impact of deregulation on the development of banking sector

Hi:
there is impact of deregulation on the development of banking sector

TABLE 4.9 results of hypothesis testing

	Respondents
	Response (s) scale
	Respondents statistics
	Inferential statistics

	
	5

4

3

2

1


	Sample mean
	Population mean
	Standard deviation
	t-test

	ITEM 4
	4

10

0

0

0

0

0

0

0


	4.80
	3
	0.29
	45

	
	
	
	
	
	


Source: Researcher’s Field Survey, 2025
Note: 5=strongly agreed


4=agreed


3=undecided


2=disagreed


1=strongly disagree

Calculation of hypothesis one:

Tcal =      x-u
         0

        √n                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                              

	Responses
	X
	F
	FX
	X-X
	F(X-X)

	Strongly agreed
	5
	40
	200
	0.20
	1.60

	Agreed
	4
	10
	40
	-0.8
	2.56

	Undecided
	3
	00
	00
	-1.8
	00

	Disagreed
	2
	00
	00
	-2.8
	00

	Strongly disagreed
	1
	00
	00
	-3.8
	00

	Total
	Ex=
	Ef=
	Efx=
	
	4.16


Source: researcher’s computation, 2025
x=ƹfx


=240


=4.80

      ƹf


    50

u= ƹx


15


=3

      n

            5

0=  ƹf(x- x)2

    4.16

=0.29

Ƹf

       50

Note: number of returned questionnaire (sample size or number of sample)

Where x=sample mean


U=population mean

Tcal= T-test score

O=
standard deviation of the sample

Tcal=x-u

Tcal=x-u


O


N

4.80-3=1.80

0.29
  0.29/7.07

=1.80

=45

   0.04

Calculated value=45

Decision rule:


Based on the results obtained as showed in table 4.9 above, the calculated result (tcal) is greater than the tabulated result (tcal)a that is tcal(45.0)>tcal(1.71), we will therefore reject the null hypothesis (Ho) that states that there is no impact of deregulation on the development of banking sector and accept the alternative hypothesis (Hi) which state that: there is impact of deregulation on the development of banking sector.

HYPOTHESIS TWO

Ho:
deregulation of the sector can not attract investment and bring about the development of the economy

TABLE 4.10 result of hypothesis testing

	Respondents
	Response (s) scale
	Respondents statistics
	Inferential statistics

	
	5

4

3

2

1


	Sample mean
	Population mean
	
	T-TEST

	ITEM 10
	16

32

8

16


	3.30
	3
	1.42
	8.18

	
	
	
	
	
	


Source: Researcher’s Field Survey, 2025
Note: 5=strongly agreed


4=agreed


3=undecided


2=disagreed


1=strongly disagree

Calculation of hypothesis two

Tcal=x-u


O


N

	Responses
	X
	F
	FX
	X-X
	F(X-X)

	Strongly agreed
	5
	16
	80
	0.20
	1.60

	Agreed
	4
	32
	128
	-0.8
	2.56

	Undecided
	3
	8
	24
	-0.30
	0.72

	Disagreed
	2
	8
	16
	-1.30
	13.52

	Strongly disagreed
	1
	16
	16
	-2.30
	84.64

	Total
	Ex=
	Ef=
	Efx=
	
	4.16


Source: Researcher’s Field Survey, 2025
x=ƹfx


=264


=3.30

      ƹf


    80

u= ƹx


15


=3

      n


 5

0=  ƹf(x- x)2


160.80
=1.42

Ƹf


80

Note: number of returned questionnaire (sample size or number of sample)

Where x=sample mean


U=population mean

Tcal= T-test score

O=
standard deviation of the sample

Tcal=x-u

Tcal=x-u


O


N

3.30-3
=1.80

1.42

  1.42/8.94

=1.30

=8.18

   0.16

Calculated value=8.18

Decision rule:


Based on the results obtained as showed in table 4.17 above, the calculated result (tcal) is greater than the tabulated result (tcal)a that is tcal(8.18)>tcal(1.71), we will therefore reject the null hypothesis (Ho) that states that cannot attract investments and bring about the impact of deregulation on the development of banking sector and accept the alternative hypothesis (Hi) which state that: there is impact of deregulation on the development of banking sector. (Hi) which states that: Deregulation of the sector can attract investment and bring about the development of the economy.

CHAPTER FIVE

5.0
SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1
SUMMARY OF FINDINGS 


This project has attempted to show that deregulation has an impact on the development of banking sector in Nigeria and in the world at large. The opportunity to use deregulation for development outcomes lies in the fact that deregulation brings consumers to the product, and unlike any other factor, can offer value added directly to the poor by allowing them to participate in benefiting from the goods and services provided by the banks. In the past 15 years since the birth of “sustainable development”, the banking industry has evolved several methods and strategies all of which strive for local focus and benefit for the triple bottom line of economic, social and environmental sustainability. The still prevalent business model in main steam banking is less altruistic, aspiring to one bottom line! Maximizing profits for the supplier. The challenge for developing countries is to find ways to employ deregulations to the sector in order to enjoy the benefits there in. the extent to which countries are able to achieve this is dependent on how the sector in managed, its inherent comparative advantages (such as sustained growth and stability) reasonable infrastructure and its competitive advantages (such as the cost of banking maintenance deployment of necessary facilities). 

The Nigerian banking sector witnessed dramatic growth post consolidation. However, neither the industry not the regulators were sufficiently prepared to sustain and monitor the sector’s explosive growth, prevailing sentiment and economic orthodoxy all encouraged this rapid growth, creating a blind spot to the risks building up in the system.

It is incontrovertible that the banking system is the engine of growth in any economy, given its function, banks facilities capital formation, lubricate the productive

5.2
CONCLUSION


In view of the above, the central bank of Nigeria play a key roles in formulating and implementing monetary policy in the economic. The central bank of Nigeria has positive impact in Nigeria economic and it has contributed to the development of Nigeria economic through the formulating and implementing the monetary policy to the economic. The central bank of Nigeria play major role on Nigeria economic-through different intervene on agricultural sector and some of the role play by central bank of Nigeria is the issue of currency of government. Serves as banker`s bank, lender of last resort and help in stability of price etc and the instrument used in regulating the supply of money as formulated and implemented in Nigeria economic policies.

5.3
RECOMMENDATIONS 


The following recommendations are made: The management of the economics is adjusted effectively, if the authorities are able to attain and sustain goals. From the point of view of the duties of the central bank in formulating and implementing economic policies and embark upon programmed of actions that will help the country achieving it stated objectives. So they formulated lot of policies among which are monetary and fiscal policies as aforementioned.


Despite the improvement observed by adopting the monetary policy; the economy removed weak since there is no problem without solution, therefore the economic system that is adopted by the central bank should continues to be restrained but should accommodate the financing activities.


In order to bring the inflation down further, stimulate growth and employment as well as strengthens external sectors performance. Similarly, the transition process from direct to indirect techniques of monetary control shall be further strengthened. In particular, open market operation shall continue to the major instrument of monetary policies and shall be complemented by other statutory requirements.
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