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Abstract

Every organization whether profit oriented or ngperates within the conditions of resources coimtra
Hence, exploring optimal measures towards effigrearad improved service output especially in this @fr
global stiff competitiveness requires vigorous natbms to flourish in the global scene. This pdjled

“the effect of globalization on banking operatioims Nigeria” is written to examine the effect of
globalization on banking operations and the extenthich it has enhance the economic fortunes ef th
nation and the citizens. The researchers explote ftam both primary and secondary sources while
analysis was made using regression tool with tHeo&iSPSS. The paper concludes that globalizatam h
improved banking operations in Nigeria and it haegrate Nigeria banking sector thus recommends tha
Nigerian government should formulate macroeconopiticies to enable domestic banks complete
favorably with foreign banks.

Keywords. Globalization, Banking Operations, Foreign Direatestment, Technology and Liberalization.
Introduction

The global scene in the twenty first century hamessed a resurgence of international banking and a
holistic integration of business transaction wittid or no restriction. These according to Golapg008)
have occasioned a tremendous growth in the litzatidin of banking operations across borders. Though
the international Monetary Fund (IMF) (1997) sedsbglization as the growing economic and social
interdependence of countries through increased nwlwf cross-border transactions and improved
technology, therefore the financial operationsrof aation significantly translates into the soctmeomic
status of the citizenries. Eboh, Okanya, Uma (2GIhd Uma, Obidike (2013) argued that globalizatio
has increased access to capital inflow, technaibgiansfer and strong bargain for improved tecairdnd
managerial workforce. Globalization does not onlpdulen the nation’s economic fortunes but also
exposes the nation to stiff competition and efficie through huge capital inflow, capacity buildiagd
improved service delivery.
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Banking institutions occupy a strategic position the nation’s financial system and are pivotal in
determining the economic fortune. Through the baglsystem the economic transactions are facilitated
through trade, commerce, communication and advategthology (Berger, hunter, and Timme 1993).
And the international factors of production visia-voreign Direct Investment (FDI) have spur tlagon
economic activities and enhanced strategic emplaymgeneration which consequently has direct link
with the financial inflow/output ratio and welfaoé the citizens.

Arodoye and lyoha (2014) noted that Foreign Ditagestment is not a guarantee for economic growth a
various variables such as the gross domestic ptd@zP), income per capital and exchange rate @ksp

a significant role in measuring the economic peodif the nation on one hand and the citizens ormtéter
hand hence, this paper explores three fundameatébles such as foreign direct investment, foreign
exchange and profitability of a selected bank imé¥ia. It is expected that this multivariate appioa
would create a more robust findings that will guea a virile economy for the nation.

Statement of the Problem

The reality of globalization has undoubtedly exgbe®ost organizations both formal and informal sexto
to stiff competition, dynamics of world economicnchte, accelerated formulation and execution of
economic policies and programmes cum broaden atcezssmpeting for scarce resources. Turyahikayo
(2014) noted that the effect of globalization isremadverse in developing economy especially conisigle
the fact that they have little or no access toréis®urces required to complete favorably in théalscene.
However, the key players in the global economy veeresidered to be at more advantage at the expénse
the third world nations resulting from inadequatéastructure, monumental corruption, policy reagrs
lack of technical manpower to fit the global realit

Consequently, the foreign direct investment, gamsestic product of the developing nations is ety
low hence affecting the profitability profile of reborganization. The banking sector plays a piviaik in
the economy of every nation therefore it is agatimstbackdrop that this research is being cawigd

Resear ch Propaosition
That Globalization has significantly affected barikoperations in Nigeria
Scope of the Study

The concept of globalization is so broad, diversd aignificant to the socio-economic scene of every
nation. This study shall focus on the effect ofbglization on the operations of banking sector igea.

For purpose of emphasis, the research shall erafiyrifocus on zenith bank PLC and its profitability
profile for the period of 2005-2014. Finally thetioa’s economy shall be x-rayed using two varialslesh

as foreign direct investment and gross domestidyrrpand how the duo have affected banking operatio
in Nigeria.

Statement of hypotheses
The following hypotheses were designed in theil faums

Hol: Foreign direct investment has not affected thegommestic product in Nigeria
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Ho2: Foreign direct investment has not significantiytributed to the profitability of banking operatgn
in Nigeria.

Operational Definition of terms

Globalization operationally is the mechanism of bglb economic, political and cultural integration.
Banking operations operationally, encompassescéillibes carried out by commercial banks in ortker
maximize growth, profitability and economic sundivéoreign direct investment operationally, is an
investment in a business by investors from othéipns. Finally, gross domestic product operationall
the variable used to measure the economic heattieafation as well as the living standard of tigens.

Conceptual Framework

Conceptualizing globalization in the banking secempecially the commercial banks have attracted
significant research interest from several auth®rgugh, its impact cut across both socio-econamit
political coloration its effects in Nigeria undoebty significantly interprete how direct foreigrvastment
and gross domestic product affect the economiaifiertof the nation and the citizens (Osamor ,Akinlab
and Osamor, 2013). Therefore, this research sbatleptualize these concepts and its effects inridige

Globalization

Globalization is seen as the process of shiftinqatonomous economy into the global scene (Fekekuty
1995). Hence, the concept of globalization portrehes logical and calculated integration of economic
activities and the production, provision of goods aervices at the global market. Moreso, Agug@4d 2
argues that globalization is the trend of incregditiegration of world economies, and the free flofv
goods, services, ideas, managerial and techniddyamnd technology at the global scene effectjvel

Malcom (1995) and Ninsin (2002) see globalizatientlae social process in which the people’s ideas,
interaction and culture are integrated towardglbbal scenario with the view to receeding the lcceio-
cultural phenomenon consciously and holisticallgr Fistance Nnoli (2000) opined that globalizatisra
complex phenomenon which has superlative intertaue bridges the incompatibilities and institutional
imbalances.

Globalization according to Omoweh (2000) and Okphi#2014) encompasses opening up borders and the
transcendence of the political, environmental, aptechnological and economic phenomenon to iserea
the relationship between and among nations fopthrpose of better economic and social wellbeinthef
citizens.

Foreign Direct | nvestment

Foreign direct investment according to World Bai®96) is the investment that is made to obtain a
management returns in an enterprise and operatirtgei country other than that of investors country.
Eckes (1999) and Adeolu (2007) defined foreignalimevestment as the form of international cadialv
such as raw materials, skills, ideas, technologg goodwill across border for purpose of improved
profitability. More so, Jerome and Ogunkola (20@4hclude that foreign direct investment either ctire
investment or creation of subsidiary abroad by @peoation with the aim of improved productivity ttee
return and the promotion of social and economidheé@hg to the investors and the benefiting nation.
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Conclusively, Alfaro, Chanda, Kalemi and Sayek @0&nd Durham (2004) explore the effect of foreign
direct investment on the domestic financial markdtthe host country and posit that it enhanceseeic
growth on the long run to both the investors aredhbst nation

Foreign Exchange

Foreign exchange rate is the link between natiordsey price and cost structures (Dangana 2012)e Mor
so, Jhingan (2010) sees foreign exchange as thatathich one currency is exchanged for anotheusT
foreign exchange price is measured in relation notteer country’s currency. More so, the foreign
exchange rate is seen as the price of one unheofdreign currency in terms of the domestic curyen
Charles (2006) argued that exchange rate is anrtaqgeeconomic tool which helps in connecting thiee
mechanism and guide investment decisions between dw more countries. The consequences of
globalization are manifested through the realitycofrency differential, how it affects the localrancy
and living standard of the citizenries (Owoeye @glinmakin 2013)

Global Interdependence and Economic Reality: The Nigerian Situation

Globalization has thrives on the waves of glob&ridependence resulting from the structure of thddv
economy because movement of resources and intelechpacity have been made easy (Rodrik 1999).
Broader trends in global scene have been integrditemigh the successful penetration of the world
economy and development of advanced technologyowithindrance. More so, Durham (2000) posits that
global interdependence is manifested through tee fnovement of capital, technological and intellatct
property with the instrumentality of liberalizatiotn Nigeria, despite the global trend resulting to
technological and economic interaction between Négeand other nations, it has been bedeviled high
rate of unemployment, monumental corruption, lowoime per capital, insecurity, infrastructural decay
hence, it has not been able to fully utilized thermmic and socio-political benefits of globalinati This
according to Rupali (2008) has been the bane afeigqaate utilization of the impact of globalizatitm
Nigerian state.

Playersof Global Economy

The global economic environment is seen as theegmof changes through fundamental restrictindpef t
global economy. Onuoha (2012) concludes that tk&titional changes of the global scene have been
made possible through some key drivers and instntend his according to Ikem (2000) is characterized
through policies that favoured the promotion ofbglization which have impacted the world economy.

Therefore, information technology play a pivotalerin the process of globalization and Akinuli (899
Nwosu (2000) posit that it combines the progressléctronic, computing and telecommunications tghou
highly dynamic process. Internationalization restat externalization of domestic competition where
intense competitiveness strives across the glaeslesThe key variables in global interdependenciedie
information technology, internationalization, daukgion, institutionalization of democracy and
liberalization of economic trade which enhancesieatic cooperation among nations ( Onuoha 2012)

Effect of Globalization in Nigeria

Globalization have been able to bridge the gapcomemic and social status among nations especially
Obadan (2001) rightly observed that it creates rpgigal intensity for improvement through innovatio
research, policy dynamics and liberalization.Glatzdion exposes the developing nations including
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Nigeria to greater risk and economic inequalityutéisg from the inability of the nation to compete
favourably at the global scene. More so, Nigeria dsveloping nation need to explore its natursbueces

to produce its primary commodity like agriculturenice, Onimode (2003,) and Ibrahim (2010) arguet tha
the hasty quest to institutionalize globalizatiorere to developing nations that were not adequately
prepared for such rather exposes them to divexsidocus hence making them to neither remain here n
there.

Consequently, this has crippled the institutionavelopment of Nigeria resulting from inferior leved
technological development, lack of required degresophistication, infrastructural bankruptcy andHl of
correlation between foreign direct investment (Fary the gross domestic product (Ajayi 2001). Thug
globalization has significant impact on loweringe thost of capital acquisition by enterprises argb al
enables business entities including banks to faisgs for business development its benefits hadbeen
fully accessed In Nigeria due to the institutiomjiry of Nigerian state and the barrier to tradegstment
and financial flows as compared to other develogmzhomies.

Overview of Nigerian Banking Sector

The Nigerian banking sector started in 1892 whea finst commercial bank (the African banking
cooperation) was established in Lagos. The 1952namde set standards required reserve funds,
established bank examinations, and provided foistasse to indigenous banks. Yet for decades after
1952, the growth of demand deposits was slowechbyNigeria propensity to prefer cash and to distrus
checks for debt settlements.

In 1952 several Nigeria members of the federal baafsassembly called for establishment of a central
bank to facilitate economic development but it begaeration on July 1, 1959. And the period (1959-
1969) marked the establishment of formal moneyjtabmarkets and portfolio management in Nigeria.
The period marked the beginning of serious bankagylation in Nigeria with the CBN in operationgth
minimum paid-up capital was set-at N400, 000 (USID,@00) in 1958. By 2001, the banking sector was
fully deregulated with the integration of universalnking system in Nigeria which merged merchankba
operation to commercial banks system preparatavards the 2004 bank consolidation.

In the 1990 the unguided nature of banks led toféflere of many which led to another recapitaliaat

that meant bank capital being increase=to N5000omi(USD 5.U88) and subsequently increase to 2
billion naira with the formulation of 13-point refo agenda aimed at solving the fragile nature ef th
banking system. The banks and minimum paid up aapitween 1952 and 1978; the banking sector
recorded forty-five banks and rose to fifty foutyeen 1979 and 1987. The number of banks dropped to
twenty five with the increase in minimum paid-ugital from -2 billion (USD 0.0166billion) in Janoa

to N25billion (USD 0.2 billion) in July 2004. Somey2008) observed that after the consolidation, the
number of banks reduced to twenty three resuliinmérger of some banks. These banks accept deposits
from customers provide credit facilities, managstomer’s portfolio of investment.

Theoretical Framework

The study adopts the dependency theory which asctddpin Agba (2014) is a radical type of
developmental attribute which explains the undeetitgument of less developed nations and inequadday t
exist between the developed and underdevelopednsafihe dependency theory of globalization pogtray
the phenomenon in which scarce resources arehdittd to enrich the wealthy and developed nations a
the detriment of the third world nations.
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This theory agrees with the argument of Ajayi (20@hich posits that the underdeveloped states must
vigorously purse internal growth with the instrurtadity of import substitution and rapid industrizdtion

as the trend of globalization have rather not nthkeunderdeveloped nations better. Therefore ritegrial
forces should be integrated to address povertynpieyment, deprivation and exploitative tendencinge
witnessed from the international capital bourgenisn Nigeria, the gross domestic product have show
that much more need to be done to improve the ssmoomic wellbeing of the citizens hence explorati

of internal mechanism to improved productivity slibadequately be harnessed.

Resear ch M ethodol ogy

The researchers explore data from both primarysswbndary sources. This is aimed at integrating dat
from the duo sources. More so, the paper focusexknith bank PLC and the variables used were Foreig
Direct Investment (FDI), Gross Domestic Product @&nd Profitability which covers the period of ten
years. These variables are expected to give aepthcexposition of the effect of globalization canking
operation | n Nigeria.

Test of Hypotheses
Regression analysis on the effect of Foreign Direatstment on Gross Domestic Product

Descriptive Statistics

Mean Std.deviation N
FDI 5.5832E9 2.10559E9 10
GDP | 1124.1630 557.14310 10

Source: Data analysis SPSS

The table depicts the mean and the standard daviafiFDI and GDP.

Correlations
FDI GDP
Pearson correlation FDI 1.000 -.068
GDP -.068 1.000
Sig (1-tailed) FDI 426
GDPR 426
FDI 10 10
N GDH 10 10

Source: Data analysis from SPSS
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Mode Summary b

MODE | R ADJUSTE | STD. CHANGE STATISTICS DURBIN
L SQUAR | D ERROR N WATSO
E OF THE| £ N 2 IN
w L|w |9 Z
1 R SQUARE | ESTIMAT 3 dSc6|a|® <
E X ouw O O u
1 .120 2.22808E9 | .005 1 |8 |.851 917
068" .03
8

Source: Data Analysis SPSS

a.

Predictors :(constant) : GDP

b. Dependent Variable : FDI
R square is 0.68 meaning that 68% of the totaktian in FDI could be explained by GDP of the natio

Anovab

Source: Data Analysis SPSS

a. Predictors : ( constant) ; GPD
b. Dependent variable ; FDI

MODEL SUM OF SQUARES DF MEAN SQUARE F| SIG
1 Regression 1.869EI7 1 1.869EI17 .038 | .85%
Residual | 3.97IEI9 8 4.964EI8
Total 3.990EI9 9

Hypothesisto be tested

HO: Foreign direct investment
has not affect the gross
domestic product in Nigeria.

Decision Rule

Accept HO if the P-value is
greater than 0.05 otherwise
reject.
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Conclusion

Since the P-value (.851) is greater than 0.05 we@cHO, therefore we conclude that foreign direct

investment has not affected the gross domesticuystad Nigeria at 0.05 level of significance.
Coefficientsa

UNSTANDADIZED COEFFICIENTS 95% confidencelnterval for B
MODEL
B Std erro Bete t Sig. | Lower bount Upper boun
1. constant
5.874E9 1.656E9 3.547| .008 | 2.055E9 9.693E9
GDP
-25860.910 | -1333039.942 | -.068 | -.068 | -.194 | -3332616.527 | 2815374.7

Source: Data analysis SPSS
Dependent variable: FDI
The simple linear regression model is given below:
Y (FDI) = 5.874E9 — 25860.910 (GDP)
We deduced from the model that FDI reduces by 28860units for every 1 unit of GDP.

Hypothesis 2
Regression analysis on how foreign direct investrhas contributed to banking operations in Nigeria.
Descriptive Statistics

M ean Std. deviation N
FDI 5.5832E9 2.10559E9 10
BAP 44935.7000 34931.05324 10

Source: SPSS Data analysis
The table depicts the mean and the standard dawviafiFDI and BAP.
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Correlations
FDI GDP
Pearson correlation FDI 1.000 -.546
BAP -.546 1.000
Sig (1-tailed) FDI .051
GDP .051
FDI 10 10
N GDP 10 10
Sour ce: Data analysis SPSS
Mode Summary b
MODEL R ADJUSTED | STD. ERROR OF THE CHANGE STATISTICS DURBIN
SQUARE ESTIMATE WATSON
¢ 8 8 s
1 R SQUARE < Zluz |T |20 z
o T T a [a] n T
xon (@) O o
1 298 | .211 1.87084E9 . 298 1 |8 |.102 1.520
3.400

Source: Data Analysis SPSS

b. Predictors :(constant) : BAP

c. Dependent Variable : FDI

The correlation between FDI and BAP is 0.55, megiirat FDI and BAP are not too strong but linearly
correlated.

R square is 0.298 meaning that 55% of the totalatian in FDI could be explained by BAP in the
banking sector.
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Anova b

MODEL SUM OF SQUARES DF MEAN SQUARE F | SIG

1 Regression 1.190e19 1 1.190e19 3.400| .102
Residual | 2.800e19 8 | 3.500e18
Total 3.990EI9 9

Source: Data Analysis SPSS
c. Predictors : ( constant) ; BAP
d. Dependent variable ; FDI

Hypothesisto be tested
HO: Foreign direct investment has not significamtytributed to the profitability of banking opéoats in
Nigeria.

Decision Rule
Accept HO if the P-value is greater than 0.05 otlise reject.

Conclusion

Since the P-value 0.102 is greater than 0.05 wepaddO, therefore we conclude that foreign direct
investment has not significantly contributed tofpadility of banking operations in Nigeria at 0.0#vel of
significance.

Coefficients a

UNSTANDADIZED COEFFICIENTS 95% confidence Interval for B
MODEL
B Std error Beta t Sig. | Lower bound | Upper bound
1. 7.0693e9 9.968E8 7.085 | .000| 4.764E9 9.361E9
Constant
BAP -3290.214 17852.724 -.546 -1.844| .102 | -74088.669 | 8248.240

Source: Data analysis SPSS
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a. Dependent variable: FDI

The simple linear regression model is given below:
Y (FDI) = 7.0693E9 — 32920.214 (BAP).We deducedhmsy model that FDI decreases by 32920.214 for
every unit of profitability.

Summary of Findings

This research revealed the following findings:
i. That from the regression analysis, foreign diragestment has not significantly affected the
gross domestic product in Nigeria.
ii. That from the regression analysis foreign diregestment has not significantly affected the
profitability of banking sector in Nigeria.
iii. Globalization has significant impact on banking @iens in Nigeria.

iv. Foreign direct investment is enhanced through aipéition and integration of the political
and socio-economic activities at the global scene.
V. Despite the benefits of globalization, there isevighp between the developed nations and the

third world nations resulting to inequality, ecorioratagnation and infrastructural bankruptcy
of the developing nations.

Conclusion

From the empirical evidence in the research, thgepaoncludes that globalization is a salient tool
economic growth and development. Though, Nigereavignessed economic growth as banking operations
has created employment opportunities for the amitiz but this has not translated into economic
development resulting from high cost of doing bess, infrastructural deficiency and inability to
domesticate the local raw materials to expand ttem@my hence, the gross domestic product has been
adversely affected. This vindicates the argumerdjafi (2001) that suggest the integration of dotices
economic mechanism to enhance the standard oglivin

Recommendations

In the light of the findings, the researchers receend that;

1. Foreign direct investment should be geared towtrelgliversification of creating balance between
the services and manufacturing sectors to incréasa resource utilization, economic sub —
contracting and broadening of the economic fortunes

2. Financial and business environment reforms shoeldstbengthened especially improvement of
Nigerian basic infrastructure.

3. Macroeconomic policies should be aggressively imgleted to enable domestic banks compete
favourably with their foreign counterparts.

4. Trade policies in favour of export expansion shdagdencouraged.

5. Capacity building and entrepreneurial skills shdutdencouraged to improve employment and the
nation’s gross domestic product.
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