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GLOBALZATION: THE OPPORTUNITIES AND
THREATS TO BANKING REFORMS IN NIGERIA
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Abstract

Globalization concepr is ane of the aredy it hay
aitracted rosewrchers” attention in fecent e, This
pinhablv may e due to the conmon knewledge that
e warddd is glibod village whiry evory nation is o
gt uf. Muny aithors advocate sivong corvlarien
bt plobalization and  ecanomic  growth of
gatlony O this mote, § becamd imperative fur tiix
puper te be designed o Lighlight possible ways in
which ifobalization coutd constibule apporiunitics
andvor threars o the Niserian  banking  reform
endvaven, qinsed af strenetening the fauks, smaking
thei depindable and rellable in order fognabie them
doindyifie dievoriomic dovelopmrond and growl of
e cowntry. Thiv paper  theselire opines et
freaverpmnitt shiouded iontitar tive opsiations'of banks to
eitsaire stract complinaee with appropriate teeal
frareewanek: thiere shoadd be srvestment in ananpea s
i v managentent developiet, to acgiine the
siely of modeen banking svitems. banks stoild be
aideid toprercre ang wse refevant fechnalogy, tht will
wrake wperationy more effictent,  The world
Ceonn e anking enviresnment sionfd constani by
sttt B dletermiie i Deligviong s an ke
e devizipns ond Strelegies [l gightiird
et

kevwords: Ulobalization, opponunities;  Threms
Hankm: Reforms:, Migen.

Intraduction

The trend in world cconomy dopiets n substantial
shift frosn doimestic ariemation o intebdaiional
arrentation, Perhips, this pattern of shiflt wartants the
cormmrents of T {2005) 1hal “we are moving away
from u world in which national ecomomids were
relatively sell-contained entities. 1solated Trom each
other by barriers 1o cross<border  trode  and
invastment: by distanee | tme goes and lngoge,
and by oatiopal  differences o goveriment
regulations, cultime and business systens™ The
perspective of today's business 5 muore
inrermitionalized especinlly, as the worlil business
envirnmment 15 chariterized Iy o reducing cruss-
borcder trade and  mvestment barmiers,  condugive
pattiieal atmosphere of many natons, simieant
cultural siomalurilies among nutons; chbing distanee
problem o8 a resull ot mprovement In mrsponshion
fnd  eomumunication technology, Hierdasmg
interdependence of domestic Loonoimics for g ntion's
grovwih and development, The pace ot wineh the
aforementioned  developments gesur leads to
eebisbplvzatnomn,

The pace of globalizaton m wen generaies mysuds
ol natopal aod internstiona] buasiness amplicahons
which, may he positive or negabive oot 10
fvestoins ar commtrics. 1is on this note thit Usis paper
sechs 1o disgnose possible mplicanois ol
globatizanonin Nigeran Buanking sectorrelomms




Theoretical Foundation

Fagslutiom lins become o uing of the past Tor nwnayers
m highly developed ecomomies, This must be so for
organidations o survive worldwide eompelition in a
global  marketploce. Hased oo this perception,
Balernan and duell (1999 affirm that LS companies
are o loager He universal stars of the busimess workd,
Embracing of Cross border busmesses and
mvestments, with attendimt benelils, hove Ted 1o
cnultinational corporitions setting upsales outlets and
production plants in varions parts of the world. This
development perhups 15 facilitnted by the process of
globalizalion,

What is Globalization?

Acconding 10 Forgha (2010}, globalization is the
ingrensing  interaction of the mtegrmted mation:]
ceonamic systerns throuph srowth in intermutional
truce.  techmicnl chonges.  financil integration,
miermational lahoor Now, investment and  capital
Formalion. Clobalization desenbes the process by
which regional sconmmies; sovieties and culiores
have becone integrated through a global network of
political ideas through communicaiion,
transportation and trode (Oonwieka and  Bpuavoen,
20073, Globalzation s most clesely azsociated with
the tgrm “ecommnic slobalization, which Bhagwati
2004y deseribes. as the integration of nation:
eeonomics into internabional econcmy through rade |
foreign direct investment, capital fows; migration,
the spread of techoeleoy and military  preseonce.
Henwever, globalsation s usually recognized as being
driven by a combination ol eeonomic, eclinological,
stacocullurdl, pohilical and mologicol  [aclors
{Clrouehier. 20043,

Major features of globalization

Acconding to Onwoka and Fguavoen (2007,
globaization s charpctenzed by the intensification of
mooility of  capital, resulting from  advances  in
commmuennons  lechnolapy and hberalization of
Hnaneial murkers, as the world ccomomy withnesses
the unleashung of marker forces. Deéregulation of
domestic markets, their opeming (o compentions,
prividization and the seteat of the stale Fom
gconmnie management are also features of global

oo

Facetsal Globalization
Cilabalizpiion hos seveel differant facets including
the slobaliztion o markers and the elobalization of
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production.

The Glohalization of Markets

The globalization of markets refers 1o the merging of
histoneally distingt and separate national mirkets
i poe huge global markerplace (Hill, 20023, This 15
made gasicr through the falling barriers to cross-
border trnde; hence Facilitating selhing
imternationally. 1t has been argued for some time that
e tnstes and prefesences of consumers i difleres
nations are heginning 1o converge on some global
narm, thereby helping o create a plobal miack e
(Lerill, 1983,

Naot enly multimatonal gants facilume; and benein
from the globalization of markets, bur small
companiesalzo do.

The maost plobal markets are ol markets Jor
cotsumer products — where nationa) differences in
lastes and preferences are stll often importan
gnovgh W oact us & brake on slobalization bt
markets for mdustrial goals and materala tha serve a
universal need the world over (Hill. 2007).

The Globalization of Produoction

The globalization of production refers 1o e sourcing
of gonds ond services from lecations around (1w
globe to tike advantage of national differences in the
cest and quality of factors. of production (such s
labour, cnergy, land and capiml)y By doing this,
companies bope to lower therr overall eoss stroetur
andfor improve the guality or Amenonality of thar
product affering. thereby allowing them to compene
mote elfectively (Hill, 2007).

Thie global dispersal of productive aclivilics 15 nol
limited 1o giants bur smaller fivms are also getling
into the acl

Reforms in the Nigerian Banking Sector

In arder 1o be dble o detarming possible effect of
globalization an the workability of the banking sectoy
reforms i Nigeria, il becomes imperative, 1o al tis
juncties sxplan government's relorm ondeaver
the Banking secto

The Rationzal Behind the Banking Sector Reforms

Phe reform which was inroduced in Nigeria in 2004
was broadly wimed at creating o dependable and
efficient banking sector capmthle olassuring the salety
of depositar’s money,
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Prior o this relorm, most of the bunks had
weak eapital base, less than 100 million
dollars

Ciovernmen! depended mastly an forgim
bphks than Nigenan banks due o ther
weakness

Magerion banks did not show  effective
comparate governsnee and usudllv msalvent.
O hanks mastly depended upon pubiie
sector deposits and this negatively affected
thetrenpual bnse:

Pullic sector deposits were not evenly
distributed among Nigenan binks.

The Reform Process
Tor enahle the biunks 1o meet up the mininm capital
hase reguirement (twenty five hillion natm) within
2005, the Centmal Bank  of Nigera (CHN) provided
eertiin specific meentves o il nie:
i CBN illowed the hanks 1o deal throngh
Foreign exchunji
1. The bunks were permitted o inke deposis
fromn the public seetor and the fiscul
guthorities were made responsible far the
collection of revenue from the public sector.
k. Some lax incentives were provided for the
Bartks in the aren of stamps duty and capital
ol lgswnies.
W, Transpertition costs hod béer mimmised.
vy, Techncal suppors were miude avatlihle to
bunks through an expert panel [ormed by
EONVETHImE,

Chbersteps wreform melude the following:

e Ciovermnent of the federation commenced
merging e banking institutions and iindueed
nrepulatory framework bused on some rules:

s The goverrment established noweb portal for all
the eitteens so thot hey could shhre iy
confidentinl information with CAN resaiding
the banking system,

w Intrentuction of avtomsed process 1o the bank
FETTS

w The federil government revised and updated the
Bk Towes i B Bid o ercating o diseiplined
pid effedtive bk =ystem.

Ohjectives of Banking Sector Relorms

'l objectives of bunking sector reforms, Knaw o
I e sme oy fespeets with those tenihle m
st subesahira Afocon countries, seeonding 1o CBN
(MY Ciwed o Balogan (20071 melude the

[l

m Lss intesvention in the mnarkol with the view o
promote s more efficient resouree allovation.

w Eapanding the savings mobilization base
support of nvestment and growth thireugh
rarket based merest mles,

m lmproving the resalutory  framework  and
prrocedunes so us 1o Morestal]l distress

w Fostering competition in the provision of
Biviking services

m Layving the basis for mmimal antlationary
growth orconducive enahling enviramment.

Clabalization and the Nigerian Banking Kelorms
I the contest of this poaper, globalimon s
gonsideretl ms @ stgnificam virinble within the
umiversa| competitive  envionment,  Cunstiiuting
appartinities andor threats to the sueeess of Banking
Reliorms in Nigeria,

Cpportunities:

Globalizaton through minims! cross=bordén
inveEstnent resteietions: con [Gster the suocess of
Nigerion banking reforms, in making Nigesun banks
olobally competitive. opening  the vinues of
indigenous banks 1o the rest of the watld for
Full’{!l‘.llll:!.{.'

Niperiim banks can now attract foreign curmimngs 1o
thie conitey due to internatonal opermtions o aresult
of tmibee wd donfidence penetiied through neformis
frothe sceton

The sincere adoption of veforms i bne with
Iternationn] Moncthry Funds (IMEF} presceptions
can anrael indernatonal support for the suecesstul
imnplementation of the celorm policies and strategies,
Clobaliaation can atteact foréign: pataees 1o e
Nigerian banking svatem hence. boosting capacity
building and strengthening capital use of the sector,
feauing to the sugeess of the reforn process

tilobalization can help put amtipped sectors of the
Nigerian eeonoiny in a global pretare. Snoh seclos
melude agreuliure, energy, wining. whieh may
atrdet foreiun investors, generte earmmgs, o
diversify the economy. These developnenis can
subatuntin Ty tmpact on inyestors” deposits and foster
prafitable bk transictions. thereby tedacing bunk
dependence on public sector Junds and foreign
eaechimpe tradnng.




Through stabilization, the Nigerian hanking
jretitarions: could he exposed 1o modem banking
systenns in ternis ofskills. technology and aperafions.
e adoption of thege sustems enhanges ihe
competitive position off Nigerian banks bevond the
pational borders. & eondition capable of hoostng the
segtor profitability and econuniie development a5
degired through the reforms.

Threats:

Tl mafor threal to the sucéess of banking refonms n
Nigerin lies an the wider marketplace competition
whore e key players (barks ) pow find themselves.

Maodern banking operations depend greatly on the
appheimon of modern technology (o ensure fmst s
eificient iransactions. for customer satisfhetion, Such
technology which most midigenoms  banks luck
inelude Glectronic Funds Transfer (EFT) system,
Electranic Check Conversion (ECC), debircard e,
This deficiency may keop Nigerian banks at 2
competitive dismdvantage position in the globul
enwiramment, hence reducing fineign patranuge and
bk profitamlity.,

I'he consolidation upprosch of the reforms through
metgers and acquisitions strategies, 10 ralse the
mitndmm capital base 16 twenty five hillion ninn 1o
mitke the banks solvont and relinble within national
and ternational comtext might pose unbehruble
difficidties o many banks, This cundition may lead to
loss of asseis by operators, lass of deposits by
dustomiers, unemployment, and low economic
develapment. hence the futithy of the federal
wovermnent effort theough the reforms.

Conclusion/recommendations

Cilobaliztion, the process of integraling Bons 10
ohtain o oniversilly free entity 15 s lnudable as
restrueluring nanon's orentitions and institutions 1o
copie with and bepelit from the emerging bl
envirenment. Purt of ihe effort of the federal
sivertment of Nigerin in unsforming the ecconomie
firtines of the nation, in order W enhinee economic
develapment and growth lid been i the sren of bank
reforms 11 is tmportant i note that apemtional
suceess of this sector refarms can be inlTuenced by e
vwo dimensionad waves of globalization  herein
sieferred Lo as oppormnites and threaty™

For barks to optimally @xploit opparuniies oper 1o
ihem through  globalizatiin, ond in prder  far
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geveriment 1o schieve s refonms ohjectives, bank
aperations at national and international levels must
b elosely monitored 1o ensire adherence with Jeanl
framework of the cosntry

Government should assist in the aren of providing
infrastructure. 1o atract foreien imvestors angd buoost
investment in Nigerian banks: w enhanee higher
profitability and ccononue griwth

Government incenfives 1o banks should nclide
making available modern hanking technology 10
facilitate efficiemt operations and enhance
competitive posion of Nigerian banks. There should
b reasonable investment in capacity building i
airler tos diltain theskills seeded for modem banhing
systom

The federal govermment of Nigerin through the
central Bank of Nigeria should constamtly monitor
the slobal waves with regards o the global
financisl/banking  operations as well the warll
seorormic behaviour in order to take deciston for
appropriste adjustment. With: this, the govemment
can prompily identify opportunities and thieats anid
develop effecive strategies 1o denl with them.
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