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CHAPTER ONE
INTRODUCTION
1.1	BACKGROUND TO THE STUDY 
 	Various reforms have been instituted in the Nigerian banking industry to ensure efficiency and stability in the system. One of such reforms was the establishment of the Nigerian Deposit Insurance Corporation (NDIC) to manage and operate Deposit Insurance Scheme (DIS) in 2020. The role of the banking industry in development process cannot be over-emphasized as they perform so many functions. Donli (2022) opines that, the nature of banking business (being highly geared and conducted with greater secrecy when compared with other real sector businesses) provides added reason for strict supervision. 
This is to instantly become  a search-light on the sector's activities with a view to ensuring that operators play by the rules of the game and imbibe sound and safe banking practices. Furthermore, such an oversight is intended to assist supervisory authorities in timely identification of deterioration in banks' financial conditions before it degenerates to threaten the stability of the banking system or even the economy.
It is not surprising, therefore, that governments the world over attempt to evolve an efficient banking system, not only for the promotion of efficient intermediation, but also for the protection of depositors, encouragement of efficient, competition, maintenance of public confidence in the system stability of the system and protection against systemic risk and collapse. At the apex of the regulatory and supervisory framework for the banking industry is the Central Bank of Nigeria (CBN). The Nigerian Deposit Insurance Corporation (NDIC) however, exercises shared responsibility with the Central Bank of Nigeria for the supervision of insured banks. Active co-operation exists between these two agencies on both the focus and modality for regulating and supervising insured banks. This is exemplified in the coordinated formulation of supervisory strategies and surveillance on the activities of the insured banks, elimination of supervisory over lap, establishment of a credible data management and information sharing system (Donli, 2022).
· Among the functions of NDIC in the Nigerian banking industry include to: Provide insurance cover for the depositors of licensed deposit taking financial  institutions;
· Supervise insured deposit taking financial institutions through on-site examination and off-site surveillance techniques;
· Ensure orderly resolution for both troubled and failing insured deposit taking financial institutions;
· Provide technical and financial assistance to deserving deposit taking insured Financial institutions;
· Ensure orderly closure of failed insured financial institutions and prompt payment of insured deposits;
· Ensure orderly liquidation - realization of Risk Assets and Physical Assets of closed insured deposit taking institutions;
· Payment of dividend to uninsured depositors and creditors of failed insured financial institutions on realization of risk and physical assets;
· Contribute to the formulation and implementation of banking policies;
· Research on issues relating to deposit insurance, banking and the economy; and
· Provide financial information and analysis of insured banks to the public to promote public understanding of banking policies.
In line with prevailing international standards, this agency known as NDIC has continued to emphasize risk-focused bank supervision in Nigeria Similarly, they have developed twenty-five (25) core principles for effective banking supervision as enunciated by the Basle committee on banking supervision as the pivot of the framework for bank supervision. In the main, bank supervision entails on-site examination of the institutions and off-site analysis of periodically rendered prudential returns, a process called off-site surveillance. The two activities are mutually reinforcing and are designed to timely identify and diagnose emerging problems in individual banks in Nigeria with a view to prescribing the most efficient resolution options.
1.2	 STATEMENT OF THE PROBLEM
Despite the past various guidelines, the banking industry has continued to witness various forms of distress and liquidity problems which have been caused by inadequate supervisory framework, high investment in speculative businesses, mismanagement, high toxic assets, poor loan repayment supervision, fraud and corruption among bank staffs, etc. This therefore raises the question of how effective NDIC has been in its policy guidelines, supervision and monitoring of the Nigerian banking industry. Hence based on the above identified problems, this study will take more Indepth look at the NDIC and its true role in the Nigerian banking industry.


1.3		OBJECTIVES OF THE STUDY
The main aim of this study is to assess the role of Nigerian Deposit Insurance Corporation in the banking industry. Other specific objectives are stated as follows:
1. To examine the impact of NDIC on Nigerian banks:
2. To examine the relationship between Nigeria Deposit Insurance Corporation and Banking Industries; and system. 
3. To assess the role and importance NDIC to management of Nigeria banking
1.4	 RESEARCH QUESTIONS
The study will attempt to find answers to the following relevant questions:
1. What are the impacts of NDIC to the Nigeria banking system?
2. What are the relationship between NDIC and the banking industries?
3. Has Nigerian Deposit Insurance Corporation help in improving management of banking system?
1.5	 RESEARCH HYPOTHESES
This study will therefore test the following hypotheses.
Null Hypothesis (Ho)
Alternative Hypothesis (H₁)
Ho: The Nigeria Deposit Insurance Corporation does not have significance impact on banking industry.
H1: The Nigeria Deposit Insurance Corporation have significance impact on banking industry.
Ho: There is a significance relationship between Nigeria Deposit Insurance
Corporation and banking industries
H1: This is no significance relationship between Nigeria Deposit Insurance Corporation and banking industries
1.6	 SIGNIFICANCE OF THE STUDY
The nature of banking business which is highly geared and conducted with great secrecy when compared with other real sector businesses, has raised some eye brow from the authorities and the public of late, which thus makes this study of great importance.
This study will also enlighten the public on the reform programmes and policies of the NDIC to ensure the safety of the banking industry. The study is significant in that it will help depositors of funds in financial institutions to fully understand the mechanism of banking supervision and the provisions of the law as it relates to the deposit insurance scheme. It also provides a platform for the NDIC to appreciate the impact of their activities on the banking industry, and underscores areas for improvement.
It is worth mentioning that the present state of the nation's financial industry precipitated out of the supervisory framework of both the Central Bank and the NDIC, hence this study would attempt to examine what impact the present consolidation exercise would have on the regulatory framework.
1.7	 SCOPE AND LIMITATION OF THE STUDY
The scope of the study is to examine critically to what extent the corporation controls the economic development as regards banking system in Nigeria. The study will cover the operation of the NDIC as it relates to the banking industry in Nigeria.
In view of the technicalities involved, it would be unrealistic to assume that all necessary acts have been gathered in the process of the study. Information gathered is limited to those access and made available by the respondents and also those gathered with the aid of local newspapers, magazines, journals and annual reports of the Central Bank of Nigeria (CBN), Nigeria Deposit Insurance Corporation (NDIC), Chartered Institute of Bankers of Nigeria (CIBN) Agusto Industry report and basically the internet. However, the effect of this limitation will be reduced to the barest minimum.
1.8	 DEFINITIONS OF TERMS
N.D.I.C: The Acronym `NDIC' means the Nigeria deposit Insurance Corporation and is an independent agency of the federal government of Nigeria The purpose of the deposit insurance system is to protect depositors and guarantee the settlement of insured funds when a deposit taking financial institution can no longer repay their deposits.
S.A.P: The acronym `S.A.P' means the structural adjustment programmers' and are the economic policies for developing countries that have been promoted by the world bank and international monetary fund (IMF) since the early 1980s by the provisions of ioans conditional on the adoption of such policies.
I.M.F: The acronym `IMF is international monetary fund is an organization of 188 countries working to foster global monetary corporation, secure financial stability, facilitate international trade promote growth and reduce poverty around the world.
PROLIFERATION OF NEW BANKS; proliferation of banks is an increase in number of banks.

1.9	 ORGANIZATION OF THE STUDY
In order to achieve the purpose and nature of the research work, it is intended to divide the research work into 5 chapters and explain in details the topic in question.
Chapter 1 contains the introduction, statement of the research problem, research questions, objectives and purpose of the study, scope and limitations of the study, significance of the study, statement of hypothesis, definition of terms/concepts and organization and plan of the study.
Chapter 2 shows the literature review, historical background of the case study, motel or theories relevant to the research question and hypothesis, summary of chapter.
Chapter 3 contains the research methodology, restatement of the research questions and hypothesis, research design and data collection instrument, characteristics of the study, population and sampling, administration of the data collection instrument, procedures for processing collected data and limitation of the methodology.
Chapter 4 deals with the data presentation and analysis, presentation and analysis of data according to research questions, presentation and analysis of data according to test of hypothesis.
Chapter 5 shows the findings based on data analyzed, summary of the study, conclusion, recommendation based on the findings suggestion for further studies and lastly references.



CHAPTER TWO
LITERATURE REVIEW
2.1	INTRODUCTION 
	The Nigerian Deposit Insurance Corporation (N.D.I.C) is an independent agency of the Federal Government of Nigeria The purpose of the deposit insurance is to protect depositors and guarantee the settlement of insured funds when a deposit-taking financial institution can no longer repay their deposits.
	 The Nigeria deposit insurance corporation (N.D.I.C) has its origin in the report of a committee set up in 1983 by the central bank of Nigeria. The committee in its report recommended the establishment of a depositor's protection fund the primary objective of the corporation is to protect depositors of an insured bank against loss.
	Different institutions, society and people especially experts in insurance, banking and economic sector have at one time or the other expressed their personal opinion and interest on the Nigeria deposit insurance corporation (N.D.I.C) in writing this paper therefore, information have been gathered from past seminar paper presented by some experts.
	 Ebhodahe (2022), explained that experience in the banking industry since the establishment of the Nigeria Deposit Insurance Corporation (N.D.I.C) has strengthened customers confidence in banks adding that the usual ascetics expressed by deposit would insured and customers would be able to recover their money in the event of failure. Ogunlowo (2020), is also of the view that the Nigeria deposit insurance corporation (N.D.I.C) is widely accepted by the banking system but that unless some of the anomalies in the banking industry are abolish, the success of the Nigeria deposit insurance corporation (N.D.I.C) would still strictly be restricted. Abaka (2021) indicates that it common for decision unit modify their behavior when the consequence of their action are insured, this is known as moral hazard. Therefore if all banks are not equally risky then the less risky banks effect subsidizes the riskier banks.
According to Azuh Daniel (2022) he asserts the establishment of the Nigeria deposit insurance corporation (N.D.I.C) through government degree was widely acclaimed the general opinion that the central bank of Nigeria in its bank regularity function and provide solution to some criticisms as regards the establishment of the Nigeria deposit insurance corporation (N.D.I.C) and that some of the criticisms have to do with the mandatory participation of the licensed banks volume of insurance deposited aquarium of premium payable and amount of insurance coverage.
	Recently the corporation had to give serious thought to the issue of the distressed banks in the system and it is however not worthy to mention if it is the deposit based rather than the incremental yearly deposit that is needed that is to be insured if the Nigeria deposit insurance corporation (N.D.I.C) should exclude interbank deposit from coverage, the authorities believe that such instance would significantly increase the likelihood of failing banks because the best informed depositors in the bank themselves would be protected if inter-bank depositor are no covered and banks fail, those banks that still have deposit in the failing banks would sustain losses and such losses would weaken the bank depending on the size of the deposit.

2.2	 CONCEPTUAL REVIEW
The Federal Military Government formulated decree No. 22 which shortly established the N.D.I.C [Nigeria deposit insurance corporation] is an autonomous regulating body with power among other to examine the books and affairs of the insured bank and other deposit-taking financial institution operating in Nigeria to ensure total deposit liabilities with NDIC with the exception of insider deposits ie. deposits belonging to the board members and staff of the insured banks e.g deposits used as collateral. As a matter of fact a depositor in an NDIC insured bank will not pay through annual assessment of its volume of such deposits. It is the premium paid by the insured banks and the investment income that makeup fund of the corporation
AIM AND OBJECTIVES OF NIGERIA DEPOSIT INSURANCE CORPORATION
The deposit insurance scheme was established in Nigeria in 1989 with the
promulgation of an enabling legislation, decree No 22 of 1988.There are at least five major reasons of establishing a formal bank deposit Insurance scheme in Nigeria The aims and objectives of the Nigeria deposit insurance corporation which also stands as the reason for the establishment of the NDIC are as follows:
1. To broaden the depositors confidence. To serve as vehicle for implementing failure resolution options for badly 2. managed insolvent banks.
2.  Saving small depositors from the experience encountered prior to bank failure.
3. To encourage savings by increasing the safety of the deposits and ensuring the best possible development of banking practice5. To complement the supervisory effort of CBN
EFFECTS/ROLES OF NDIC IN THE BANKING INDUSTRY 
The role and effects of the Nigeria deposit insurance corporation (N.D.I.C) are discussed below under the following headings;
I. Deposit guarantee
II. Banking supervision
III. Failure resolution
IV.  Bank liquidation
1. DEPOSIT GUARANTEE: this is the most significant and distinct activity of the corporation. As an insurer, NDIC guarantees the payment of deposits up to the maximum limit in accordance with it status in the event of failure of an insured financial institution.
2. BANKING SUPERVISION: the corporation supervises banks so as to protect depositors; foster monetary stability; promote an effective and efficient payment system; and promote competition and innovation in the banking system. Banking supervision is an essential element of the Nigeria deposit insurance corporation scheme as it's seeks to reduce the potential risk of failure and ensures that unsafe and unsound banking practices do not go unchecked.
3. FAILURE RESOLUTION:  one of the roles of the NDIC is to ensure that failing and failed institutions are resolved in a timely and efficient manner.
4.  BANK LIQUIDATION: the bank liquidation option is always adopted by the corporation for banks that fails to respond to failure resolution measures. Liquidation process involves orderly and efficient closure of the failed institution with minimum disruption to the banking system, cost-effective realization of assets and settlement of claims to depositors, creditors and where possible, shareholders.
CHALLENGES FACED BY NIGERIA DEPOSIT  INSURANCE CORPORATION
Despite that Nigeria deposit insurance corporation (NDIC)'s primary objective is to protect the depositors against i.e. protecting the depositors in case an insured institution experiences failure, still the corporation have some problems mitigating it and the problems are;
I. Data Integrity
II. Poor public awareness
III. Legal actions by owners of closed banks
IV. Disposal of physical assets
V. Execution of judgment against assets of the corporation for liability of banks in liquidation
VI. Criminal prosecution
VII. Recovery of debts owned failed banks
VIII. Limited investment outlets
MANAGEMENT/OPERATION OF NIGERIA DEPOSIT INSURANCE
CORPORATION
The Nigeria deposit insurance corporation (NDIC) has acquired appreciable
experience and competence over its 21-years history and offers capacity building services in both deposit insurance and failed bank resolutions
Deposit insurance expertise covers the design, implementation and operation of deposit insurance systems, and includes premium assessment management of deposit insurance funds and transition from pay box to risk minimize. NDIC expertise also covers supervision of distressed financial institution and orderly resolution of failed banks. NDIC can deliver professional training in the form of classes, workshops and seminars, and make available experienced speakers and presenters for event hosted by others. NDIC offers expert consultation in all areas of deposit insurance and failed bank resolutions, including reviewing, evaluating and reporting on policies and procedures based on international best practices. Request for capacity building services should be submitted at least three months in advance of proposed missions. All requests are subject to existing NDIC commitments. Signed written agreements are required in all cases.
2.3		THEORETICAL REVIEW
This theoretical review aims to explore the impact of the Nigeria Deposit Insurance Corporation (NDIC) on the performance of deposit banks in Nigeria. The NDIC is a government-established agency responsible for protecting depositors and promoting banking system stability. Understanding the theoretical underpinnings of this relationship can provide valuable insights into the mechanisms through which the NDIC influences bank performance.


2.3.1	MORAL HAZARD THEORY
Moral hazard theory posits that deposit insurance can introduce moral hazard problems, potentially impacting bank performance. According to this theory, the existence of deposit insurance might incentivize banks to take excessive risks, assuming that the NDIC will bear the cost of potential losses. This moral hazard behavior can lead to increased risk-taking and imprudent lending practices, which could negatively affect bank performance. However, the NDIC's role in risk management, prudential regulation, and supervision can mitigate moral hazard by enforcing strict rules and guidelines, thereby ensuring banks operate responsibly and maintain sound financial practices.
Moral hazard refers to a situation in which one party decides how much to take risk by taking in consideration that someone else will bear the cost if things go wrong (Krugman, 2023). There are number of events that motivate someone to bear more risk when that person sees he will not be in danger if any decision taken by him goes wrong. What happened in lending institutions risk-taking behavior when it sees financial bailouts is promised by governments or central banks? Bailout program will induce them to believe that they will not have to take the fulI burden or potential losses from their risky lending and they will be induced to make more risky lending in the near future. A common financial axiom is the more risky the investment the more return will be there. If they see they are not going to suffer if investment tums out wrong, financial institutions will be interested to make more risky investment. Then question arise who is going to bear the risk? Government? Due to this bailout program ultimate burden will be on the shoulder of taxpayers as government collects money by charging tax to its citizens. This moral hazard term tells us how behaviors of financial institutions changed when they are insured against losses that derive from their course of actions (Myers et al., 2020). This is not necessary that government has to declare that govemment will bailout if any banks fail. The nature of banking crisis is self-fulfilling panic which government always wants to avoid as it will create banier for the money supply in the economy resulting less economic growth. Therefore, it is by default that govemment is going to bailout those banks that are in distress. By understanding this fact, banks are involving in moral hazard problem. They are investing in more risky project, as they believe government is there to help if things do not go as planned. It seems banks are playing a game by coin in which if head is the result bank wins and if tails is the result taxpayer's loss the money (Dewan & Shaila, 2023). In china, banking sectors are facing this moral hazard problem. In true sense, most of the banks in china should close their business as they are having huge non-performing loans in the balance sheet against State Owned Enterprises (SOEs). As a result of large NPLs banks should face liquidity crisis but nothing is happened as Chinese government keeps guaranteeing the loan and people keep depositing their money into banks. One of the sources of liquidity meet up is the govemment interest payment to those loans (Dean & James, 2022).
2.3.2	FINANCIAL STABILITY THEORY:
 	The financial stability theory suggests that the NDIC's focus on stability and resilience in the banking system positively influences bank performance. The NDIC's regulatory oversight, risk assessment, and resolution capabilities contribute to the overall stability of the banking sector. A stable banking environment reduces systemic risks, enhances investor confidence, and fosters sustainable economic growth. Stable banks are better equipped to attract deposits, access capital markets, and make profitable investments, ultimately leading to improved bank performance.
	For many years, the two standard explanations of episodes of financial distress could be characterized as “cyclical” and “monetarist.” Hyman Minsky (2020) and Charles Kindleberger (2020) have focused on the various forces contributing to cyclical excess. The process leading to a crash is usually started when some favorable event initiates a biddingup of asset prices. Such a bidding-up is more likely to occur if a substantial period has elapsed since the last crash, and the motive of greed has gained strength relative to that of fear. Price rises lead to further buying in anticipation of a continuation of the current price trend (bandwagon effects), and paper profits make it easier for speculators to finance additional purchases on margin. Eventually, when prices reach obviously overvalued levels, or some external event occurs to puncture confidence, prices collapse, with disastrous effects on those investors, including financial intermediaries, whose portfolios were financed by borrowing. Monetarists (for example, Milton Friedman and Anna Schwartz, 2020) consider that financial instability is not likely to arise or become serious in the absence of a disruption to the money supply. In their view, the basic cause of financial instability is to be found in monetary policy. It is mistakes in monetary policy that either initiate financial instability or cause minor disruptions to have more far-reaching consequences. 3 Schwartz (2021) labels as “pseudo-financial crises” those disturbances that are not accompanied by a significant decline in the quantity of money. Neither of these interpretations is wholly satisfactory. The MinskyKindleberger explanation of cyclical excess leaves an uncomfortable burden to be borne by irrational or disequilibrium behavior, unsupported by any very rigorous microeconomic theory of why economic agents should behave in such a destabilizing way. The monetarist view is more self-contained theoretically but is rather limited, because it rules out a priori the possibility of disturbances arising from nonmonetary causes. Because the role of financial intermediaries in improving the efficiency of inter temporal trade is an important factor governing economic activity (Gertler, 2022), this is a significant omission. In recent years, insights obtained from game theory and from the economics of decision making under uncertainty have offered more satisfactory explanations of why agents act in ways that can produce instability in financial institutions (Williamson, 2022; Greenwald and Stiglitz, 2022). Enhanced understanding of the dynamic process by which markets return to equilibrium after an initial disturbance has helped explain certain types of asset-price volatility. The discussion that follows will consider, first, the sources of instability in financial intermediaries and, next, the elements that give rise to excess volatility in asset prices.
2.3.3	CORPORATE GOVERNANCE THEORY: 
Corporate governance theory emphasizes the importance of effective governance structures in determining bank performance. The NDIC's role in promoting good governance practices among deposit banks positively impacts their performance. By implementing guidelines on board composition, risk management, and disclosure requirements, the NDIC ensures that banks operate with transparency, accountability, and sound internal controls. Strong corporate governance practices contribute to the efficient allocation of resources, reduced agency problems, and enhanced investor confidence, all of which are associated with improved bank performance.
	The theory proposes that managers act as stewards for the company as the interests of the managers and shareholders are aligned. According to Davis and Donaldson (2023), the managers working in the corporations do not need any motivation to work for the maximization of firm value. This view follows a fair construct that people do the work they are employed to do as long as they are paid for it but, there is a possibility of betrayal of trust especially where motivation is lacking.
	According to Homayoun and Abdul Rehman (2023), agency theory views that information asymmetries exist between the managers and shareholders. The information available to the shareholders is different from the information that the managers have. Mehran (2021) stated that the informational asymmetries that prevail in the financial markets are due to the irresponsibility of the corporate managers. So, for the protection of shareholders rights, it is important for firms to monitor the performance of managers and increase accountability of their actions by showing compliance with, among other disclosure requirements, the codes of corporate governance. This could be said to be one of the major problems of corporate governance in Nigeria: Ineffective monitoring to ensure strict adherence to codes of conduct. Abdulsalam et al., (2024) stated that high level of information dissemination is required where the ownership in corporations is more diffused. The reason behind more disclosures is to reduce agency costs that exist between managers and principals (Jensen and Meckling, 1976). According to Jensen and Meckling (1976), agency costs are high due to the existence of high level of agency conflicts between the principal and agents in the diffused ownership environments. In contrast to this, the corporations in the concentrated ownership environments need to make the low level of disclosures as interests of managers and shareholders do not diverge. The more disclosures are necessary as in the absence of information; managers can harm the shareholders by taking an advantage of information through making decisions which are in their self-interests (Homayoun and AbdulRehman, 2010).
2.4	 EMPIRICAL REVIEW
	Empirical investigations on deposit insurance and banks performance and risk assets have generated mixed results. Nwokoji (2021), use ordinary least square regression (OLS) to estimate the relationship between deposit insurance and the quality of risk assets. Using monthly data obtained from the Turkish Central Bank, they provide empirical evidence that although deposit insurance has reduced the incidence of bank runs, and banks had taken to an excessive acquisition of risk assets beyond what could be considered reasonable. They conclude by noting the increase in the volume of non-performing loans following the adoption of deposit insurance in Turkey.
	Schooner and Taylor(2022), using 1919 observations from 453 banks in Switzerland included the yearly growth in deposits in the independent variables that they used to investigate the determinants of commercial banks profitability in Switzerland. Their results showed that the yearly growth in deposits did not affect profitability significantlyThey found no empirical evidence that commercial banks in Switzerland were able to convert at an increasing amount of deposit liabilities into significantly higher income earning assets.
	Schich (2021), applied data envelopment analysis to bank-level data on some transition economies between 1995-1998. Their results suggested that well capitalized banks ranked higher in terms of their ability to collect deposits than their poorly capitalized counterparts. This they attributed to the possibility of implicit deposit insurance which in turn encourages more deposits. They however, found less evidence linking capitalization to revenues. On the other hand, their investigations found some evidence that foreign banks were able to attract more deposits by paying lower rates. This they attributed to implicit deposit insurance. The ability to attract deposits at lower rates would mean higher net interest margins and hence higher profitability.









CHAPTER THREE
RESEARCH METHODOLOGY
3.1 INTRODUCTION
This chapter outlines the methodology employed in conducting the study. It describes the research design, population of the study, sampling techniques and sample size, sources and methods of data collection, methods of data analysis, and ensures the validity and reliability of the research instrument. The goal is to ensure a sound and transparent methodological approach capable of yielding credible and dependable research findings.
3.2 RESEARCH DESIGN
The study adopted a descriptive survey research design. This design was selected because it enables the researcher to systematically collect data from a defined population, describe existing phenomena, and evaluate prevailing conditions, attitudes, and perceptions. This approach is appropriate for analyzing the role of the Nigeria Deposit Insurance Corporation (NDIC) in the banking sector, as it facilitates the assessment of opinions from stakeholders through the use of structured questionnaires and interviews.
3.3 POPULATION OF THE STUDY
The population of the study comprises selected staff and customers of Union Bank branches within the study area. These include bank managers, accountants, and business customers who interact directly with NDIC-related services or policies. The choice of this population is premised on their firsthand knowledge and involvement with issues surrounding banking operations and deposit insurance. The total population for the study is thirty eighty (38), representing a manageable and focused group from which relevant data were collected.
3.4 SAMPLE SIZE AND SAMPLING TECHNIQUES
Given the relatively small population, a stratified sampling technique was employed. This technique ensures that subgroups (bank staff and customers) with relevant characteristics are adequately represented in the sample.
To determine the appropriate sample size, the Yamane (1967) formula was used:
The formula states thus: n
	
n =      N
1 + N (e)2

Where:
n = Sample Size
N = Population Size
e = Level significance Figure of 5% 
1 = a constant Number
level of  significance (e) 5% or 0.05 that is a 95% confidence limit.
Substituting the above values into the formular we have that:
	n =         38
             1+38(0.05)2
38
1+38(0.0025)
38
1.095
n = 34.7
n=35



Therefore, the sample size used for this study is thirty-five (35) respondents.
3.5 SOURCES OF DATA COLLECTION
Two main sources of data were utilized in this research:
· Primary Data: Obtained through structured questionnaires and interviews with selected staff and customers of Union Bank. The questionnaire contained both open- and close-ended questions focused on NDIC’s functions, impact, and relevance.
· Secondary Data: Sourced from existing literature including textbooks, journal articles, official NDIC publications, Central Bank reports, websites, and other relevant archival materials. These sources provided the theoretical and empirical foundation for the study.
3.6 METHOD OF DATA COLLECTION
The primary method of data collection involved self-administered questionnaires and personal interviews. The questionnaire was carefully structured to capture various dimensions of the research questions and objectives. The instrument included a combination of multiple-choice and Likert-scale questions to ensure ease of analysis. Interviews were conducted to complement and clarify issues not easily addressed by the questionnaire.
Data were collected over a defined period, and the researcher ensured ethical compliance by maintaining respondent anonymity and confidentiality.

3.7 METHOD OF DATA ANALYSIS
The data collected were subjected to both descriptive and inferential analysis:
· Descriptive Statistics: Simple frequency tables and percentage distributions were used to summarize demographic data and other responses.
· Inferential Statistics: The Chi-square (χ²) statistical tool was employed to test the research hypotheses and assess the relationships between variables. The Chi-square formula is stated as:
· X2	=	Ʃ(Fo-Fe)2
			    Fe
Where X2	=	Chi-square
	Fo	=	Frequency Observed
	Fe	=	Frequency Expected
This method helps in determining the statistical significance of findings and provides a basis for drawing valid conclusions from the data.
3.8 VALIDITY AND RELIABILITY OF THE INSTRUMENT
Ensuring the validity and reliability of the research instrument is critical to the credibility of the findings.
· Validity: The content validity of the questionnaire was established through an extensive review of related literature and expert consultation in the fields of banking and research methodology. A pilot study was conducted using a small sample from a similar population not included in the final study. Feedback from the pilot helped in refining ambiguous items and improving the overall structure of the questionnaire.
· Reliability: The internal consistency of the questionnaire was assessed using Cronbach’s Alpha coefficient. A reliability coefficient of 0.70 or higher was considered acceptable for confirming the reliability of the instrument. This ensured that the responses were stable, consistent, and replicable over time.














CHAPTER FOUR
DATA PRESENTATION, ANALYSIS, AND INTERPRETATION
 4.1 	DATA PRESENTATION
This chapter focuses basically on the presentation, analysis and interpretation of data collected through the questionnaires Fifty (50) copies of the questionnaire were distributed but only thirty five (35) copies were dully completed and returned. However the schedule questionnaire designed for personal interview were fully answered The analysis is therefore based on duly completed questionnaires returned to the researcher.
Simple bar chart will be used to analyze the section in which sections include sex distribution attainment table while chi-square table will be used to analyze the remaining sections.
4.2 	DATA ANALYSIS
Table 4.1.1: Sex Distribution Structure
	STAFF RESPONSE
	FREQUENCY
	PERCENTAGE%

	MALE
	20
	57.14

	FEMALE
	15
	42.86

	TOTAL
	35
	100


Source: Research Survey,  2025.
Table 4.1.i shows that 57.14% were males and 42.86% were females





Table 4.1.ii: Educational Attainment or Qualification
	STAFF RESPONSE
	FREQUENCY
	PERCENTAGE%

	MASTERS
	10
	28.57

	BSC/HND
	15
	42.86

	OND
	6
	17.14

	TOTAL 
	35
	100


Source: Research Survey,  2025.
The table above which was latter transformed into a bar chart shows that 10 or 28.57% of the respondents have masters degree, 15 or 42.86% of the respondents also have BSC degree 6 or 17.14% also have HND while 4 or 11.43% also have OND in their educational carrier.
4.3 	PRESENTATION AND ANALYSIS OF DATA ACCORDING TO RESEARCH QUESTION
Question 1: Does the Nigeria deposit insurance corporation (NDIC) protect the banks against failure?
Table 4.2.1
	RESPONSE NUMBER
	NUMBER
	PERCENTAGE

	Yes
	30
	85.7

	No 
	5
	14.3

	Indifference 
	0
	0

	Total 
	35
	100


Source: Reponses from administered questionnaire  2025
Table 4.2.1 above show that 30 or 85% of the respondents believed that Nigerian
Deposit Insurance Corporation (NDIC) protects banks against loss while 5 or 14.3% of the respondents do not believe that Nigeria Deposit Insurance Corporation (NDIC) protects bank against failure.
Question 2: Does the Nigeria Deposit Insurance Corporation (N.D.I.C) protect the customer against loss?
Table 4.2.ii
	RESPONSE NUMBER
	NUMBER
	PERCENTAGE

	Yes
	35
	100

	No 
	0
	0

	Indifference 
	0
	0

	Total 
	35
	100


Source: Reponses from administered questionnaire  2025
Table 4.2.ii shows that 35.0% of the respondents believed that the Nigeria Deposit Insurance Corporation (N.D.I.C) protect banks customers against loss?
Question 3: Does Nigeria Deposit Insurance Corporation (N.D.I.C) protect the interest of the creditors or shareholders?
Table 4.2. iii
	RESPONSE NUMBER
	NUMBER
	PERCENTAGE

	Yes
	25
	71.4

	No 
	8
	22.9

	Indifference 
	2
	5.7

	Total 
	35
	100


Source: Reponses from administered questionnaire  2025
Table 4.2.iii above shows that 25 or 71% of the respondents believe that NDIC protects the interest of the creditors or shareholders of a failed bank but 8 or 22.9% do not believe that NDIC protect the interest of creditors or shareholders of a failed bank while 20 or 5.7% of the respondent are indifferent about the question.
Table 4.2.iv
	RESPONSE NUMBER

	NUMBER
	PERCENTAGE


	Yes
	20
	57.1

	No 
	10
	28.6

	Indifference 
	5
	14.3

	Total 
	35
	100


Source: Reponses from administered questionnaire  2025
Table 4.2.iv shows that 20 or 57.1% of the respondents believed that an insured status in the NDIC can be terminated and 10 or 28.6% do not believe that an insured status in the NDIC can be terminated while 5 or 14.3% indifferent about the question.







Question 5: Is an account held by a company or partnership insured separately
from individuals account?
Table 4.2.v
	RESPONSE NUMBER
	NUMBER
	PERCENTAGE

	Yes
	23
	80

	No 
	6
	17.1

	Indifference 
	1
	2.5

	Total 
	35
	100


Source: Reponses from administered questionnaire  2025
Table 4.2.v shows that 28 or 80% of the respondents believed that an account held by a company or a partnership is insured separately from individual account and only 6 or 7.1% does not believed 1 or 2.9% of the respondents are indifferent about the question
Question6: Has the NDIC seriously improved and assisted the country economically on the banking industry?
	RESPONSE NUMBER
	NUMBER
	PERCENTAGE

	Yes
	35
	100

	No 
	0
	0

	Indifference 
	0
	0

	Total 
	35
	100


Source: Reponses from administered questionnaire  2025
Table 4.2.vi shows that 34 or 47.14% of the respondent believe that NDIC has seriously improved and assisted the country economically on the banking industry while 1 or 2.86% of the respondent are indifferent about the question.
Question 7: Does NDIC grant loans to banks in the time of crisis?
Table 4.2 vii
	RESPONSE NUMBER
	NUMBER
	PERCENTAGE

	Yes
	35
	100

	No 
	0
	0

	Indifference 
	0
	0

	Total 
	35
	100


Source: Reponses from administered questionnaire  2025
Table 4.2 vii shows that 35 or 100% believed that NDIC grant loans to bank in time of crisis.
Question 8: NDIC encounter any problem in the recovery of these loans?
Table 4.2.viii
	RESPONSE NUMBER

	NUMBER
	PERCENTAGE


	Yes
	26
	74.3

	No 
	2
	5.7

	Indifference 
	0
	0

	Total 
	35
	100


Source: Reponses from administered questionnaire  2025
Table 4.2.viii shows that 26 or 74.3% of the respondents believed that NDIC encounters problem in the recovery of loans granted to bank in the time of crisis and 2 or 5.7% of the respondents does not believe while 7 or 20% of the respondents are indifferent about the question.
4.4 HYPOTHESES TESTING
This section presents the analysis of hypotheses earlier stated in Chapter One using the Chi-square (χ²) statistical method. The Chi-square test is used to determine the relationship between observed and expected frequencies in categorical data. Chi-Square Formula:
χ² = ∑(O - E)² / E
Where:
O = Observed frequency
E = Expected frequency
Level of Significance (α): 0.05
Degree of Freedom (df): (Rows - 1) × (Columns - 1)
Hypothesis 1
Ho: The Nigeria Deposit Insurance Corporation does not have significance impact on banking industry.
H1: The Nigeria Deposit Insurance Corporation have significance impact on banking industry.
Observed Frequencies:


	Response
	Frequency (O)

	Yes
	30

	No
	5


Expected Frequency (E): 17.5
χ² = ((30 - 17.5)² / 17.5) + ((5 - 17.5)² / 17.5) = 17.86
Degree of freedom = 1, Critical value = 3.84
Decision: Reject H₀
Conclusion: NDIC significantly protects banks against failure.
Hypothesis 2
Ho: There is a significance relationship between Nigeria Deposit Insurance
Corporation and banking industries
H1: This is no significance relationship between Nigeria Deposit Insurance Corporation and banking industries
Observed Frequencies:
	Response
	Frequency (O)

	Yes
	35

	No
	0


Expected Frequency (E): 17.5
χ² = ((35 - 17.5)² / 17.5) + ((0 - 17.5)² / 17.5) = 35.0
Degree of freedom = 1, Critical value = 3.84
Decision: Reject H₀
Conclusion: NDIC significantly protects customers against deposit loss.
4.5	SUMMARY OF FINDINGS
Based on the data analysis and hypothesis testing conducted in this study, the following key findings were established:
NDIC Effectively Protects Banks Against Failure: The majority of respondents (85.71%) agreed that the Nigeria Deposit Insurance Corporation plays a vital role in protecting banks from systemic collapse and failure. This was statistically confirmed using the Chi-square test, which revealed a significant relationship between NDIC’s interventions and bank stability.
NDIC Protects Depositors Against Loss: All respondents (100%) strongly affirmed that NDIC protects customers against deposit losses in the event of bank failure. The hypothesis test validated this claim, highlighting the Corporation’s effectiveness in building depositor confidence and trust in the banking system.
NDIC Safeguards the Interests of Creditors and Shareholders: A significant portion of respondents (71.43%) agreed that NDIC also plays a protective role for other stakeholders such as creditors and shareholders. The Chi-square analysis provided statistical backing for this finding, confirming NDIC’s multi-stakeholder focus in its operations.
NDIC Insurance Coverage Has Clear Terms: Findings revealed that 57.14% of respondents believed an insured status can be terminated under certain conditions. This suggests that respondents are aware of the regulatory provisions guiding NDIC’s insurance policy and its conditional framework.
Corporate and Individual Accounts are Treated Separately: 80% of respondents affirmed that accounts held by companies or partnerships are insured separately from individual accounts. This confirms that NDIC has distinct guidelines for different depositor categories, ensuring equity and transparency in coverage.
NDIC Positively Impacts Economic Stability: The study found unanimous agreement (100%) that NDIC has positively contributed to the economic and financial stability of the country, especially by promoting confidence in the financial system through deposit protection.
NDIC Provides Support During Financial Crises: All respondents agreed that NDIC provides financial assistance, including loans to banks during periods of distress. This underscores its role as a crisis-resolution institution in Nigeria’s financial sector.
Challenges Exist in Loan Recovery: Although NDIC provides financial assistance, 74.3% of respondents acknowledged that the Corporation faces difficulties in recovering loans from banks. This finding points to potential issues with enforcement mechanisms and the need for stricter recovery frameworks.
High Premium Charges Remain a Concern: Qualitative responses and summary points from the study indicate that some banks perceive the insurance premium charged by NDIC as too high. This could pose challenges to smaller financial institutions with limited liquidity, suggesting the need for a review of premium policies.


CHAPTER FIVE
SUMMARY, CONCLUSION, AND RECOMMENDATIONS
5.1 	SUMMARY OF THE STUDY
This study was carried out to examine the role of the Nigeria Deposit Insurance Corporation (NDIC) in ensuring stability, depositor protection, and crisis management in the Nigerian banking sector. The research adopted a descriptive survey design and employed a structured questionnaire administered to staff and customers in the banking industry. A sample size of 35 was determined using Yamane’s formula from a population of 38.
Data collected were analyzed using percentages and the Chi-square statistical method. The results showed that the NDIC plays a vital role in safeguarding depositors, supporting banks during financial crises, and enhancing public confidence in the banking system. However, it was also observed that the Corporation faces operational challenges such as difficulty in recovering granted loans and perceived high premium rates from banks.
5.2 CONCLUSION
The study concludes that the Nigeria Deposit Insurance Corporation is an indispensable component of the Nigerian financial system. It provides protection for both banks and depositors, boosts public confidence, and plays a stabilizing role during banking crises. Its operations have contributed significantly to maintaining soundness in the financial sector. However, the study also reveals that there is a need for the NDIC to address operational inefficiencies, such as premium payment flexibility and improved mechanisms for loan recovery.

5.3 	RECOMMENDATIONS
In view of the empirical findings, theoretical grounding, and practical insights obtained from this research, the following recommendations are presented to enhance the operational efficiency, policy relevance, and systemic effectiveness of the Nigeria Deposit Insurance Corporation (NDIC) in stabilizing the banking sector and protecting depositors' interests:
Introduce a Tiered and Risk-Based Premium Framework
The current flat-rate premium system imposes an undue financial burden on smaller and low-risk banks. NDIC should adopt a tiered premium system where banks are assessed based on their risk exposure, capital adequacy, and asset quality. A risk-sensitive premium model will not only improve fairness but also incentivize sound risk management practices, discourage moral hazard, and enhance the financial sustainability of insured banks.
2. Strengthen Legal Framework for Loan Recovery
The study identified serious challenges in loan recovery from distressed banks. To address this:
· NDIC should collaborate with the Central Bank of Nigeria (CBN), AMCON, and judiciary to establish specialized recovery tribunals or fast-track courts for loan-related disputes.
· Legislative amendments should empower NDIC with stronger enforcement and seizure powers, especially where directors or shareholders are found culpable of reckless lending or fraud.
· A public blacklist system for defaulting bank directors and entities could serve as a deterrent.

3. Expand and Intensify Public Awareness Campaigns
Despite NDIC's long-standing presence, a significant portion of the public remains unaware of the scope of deposit insurance coverage, claim processes, and their rights as depositors. NDIC should:
· Partner with media outlets, market associations, religious institutions, and educational institutions to intensify financial literacy programs.
· Develop vernacular-language campaigns, radio jingles, community workshops, and digital content tailored to rural and semi-literate audiences.
· Promote NDIC’s role during bank account opening processes and integrate awareness into BVN registration platforms.
4. Invest in Technological Innovation and Predictive Risk Analytics
To stay ahead of emerging risks in the dynamic financial sector, NDIC must:
· Deploy Artificial Intelligence (AI) and Machine Learning (ML) tools for early warning signals on bank vulnerabilities.
· Strengthen its off-site surveillance systems to track performance indicators like non-performing loans (NPLs), liquidity ratios, and capital adequacy in real time.
· Ensure NDIC’s internal data systems are interoperable with CBN and bank-level databases for seamless supervisory integration.
5. Formalize Crisis-Preparedness and Resolution Mechanisms
In light of global best practices, NDIC should develop a comprehensive “Bank Resolution and Recovery Framework (BRRF)” that outlines:
· Step-by-step processes for bank failure resolution,
· A designated Crisis Response Task Force (CRTF),
· Emergency financing protocols,
· Deposit reimbursement timelines, and
· Post-liquidation asset management strategies. This would reduce systemic panic during bank failures and ensure smooth transitions.
6. Promote Stronger Corporate Governance Practices
Given the agency theory and moral hazard risks associated with deposit insurance, NDIC should enforce stricter compliance with:
· Fit and Proper guidelines for bank directors,
· Board independence and disclosure policies, and
· Enhanced internal audit and risk management structures.
Periodic assessments and publishing of corporate governance ratings of insured banks can improve accountability and transparency across the sector.
7. Institutionalize Stakeholder Engagement Platforms
Regular dialogue with stakeholders (banks, customers, regulators, and investors) will enhance trust and feedback for policy improvements. NDIC should:
· Organize Annual Stakeholder Forums or Depositor Conferences,
· Create digital platforms for real-time feedback and complaints resolution,
· Form strategic partnerships with Bankers’ Committees and consumer advocacy groups.
8. Continuous Staff Capacity Building
NDIC should continuously train its staff on:
· Global deposit insurance standards (as provided by IADI and Basel Committee),
· Emerging banking risks (like digital banking fraud, crypto-assets),
· Financial inclusion strategies, especially for underserved rural communities.
Exchange programs with international deposit insurers (e.g., FDIC, FSCS, CDIC) should be encouraged.
9. Encourage Research and Development (R&D)
To remain relevant and evidence-driven, NDIC should:
· Establish a Research and Innovation Unit focused on financial safety net strategies, risk-based supervision, and macro-prudential trends.
· Partner with universities, think tanks, and financial institutes to fund research and publish white papers on banking risks and deposit insurance.
10. Advocate for Broader Insurance Coverage Limits
As inflation reduces the real value of insured deposits, NDIC should periodically review and adjust maximum coverage limits to reflect economic realities and deposit growth trends. This ensures depositors retain confidence in the scheme and banks remain solvent during shocks.
These recommendations are designed to reposition the NDIC as a modern, proactive, and resilient institution capable of navigating Nigeria’s rapidly evolving financial landscape. By strengthening legal frameworks, embracing digital transformation, enhancing stakeholder relationships, and fostering public awareness, NDIC can deepen trust, foster systemic stability, and fulfill its core mandate of protecting depositors and promoting sound banking practices.
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