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ABSTRACT
There is  a range of functions which are commonly undertaken by central  banks.  A Bank of  
England study in 1995 looked at five key areas: monetary policy (e.g. setting the interest rate or  
exchange  rate):  financial  sector  stability  (e.g.  banking  supervision):  government  debt  
management: the wholesale payment system (e.g. acting as banker to the banks: and a branch  
network  (including  banking  operations).  Historically,  some  central  banks  have  pursued  
‘Development’ goals,  whether  implicitly  or  explicitly,  and  some  would  argue  that,  in  a  
developing market context they still should. Where the activity relates to monetary stability (e.g.  
the gold standard in the UK in the 19th Century), and financial stability (good supervision), these  
‘Development’ goals are met  by focusing on core central banking as defined here.  Where it  
relates  to  directed  lending  –  for  instance,  differential  reserve  requirement  or  obligatory  
investments such as that of post-war Italy, may and may not be successful. Development banks  
should have a clear goal: and if funded at market rates or by the government budget, it is clear  
what they cost, allowing the government to undertake an informed cost-benefit analysis. But if it  
is operated by holding interest rates low or directed lending, the cost is not clear, and financial  
market development tends to be impeded. It is true that there were elements of direct controls in  
the UK post-War, in fitting with the general thrust of economic management; but also arguable  
that this approach damaged not only the financial market development, but the economy as a  
whole.  Development  banks  –  whether  regional  or  sectoral,  could  be  effective  but  some are  
grossly inefficient and prone to abuse. In any case it is not the same thing as central banking.

INTRODUCTION
What are central banks, and what can they do to improve the lot of the vulnerable in society? Is  
central  banking  relevant  to  the  poor  in  less  developed  countries?  And can central  banks  in 
developing  countries  do  anything  to  promote  employment,  or  economic  growth,  or  tackle 
poverty in other ways?
Central banks in most countries aim to achieve  monetary stability – a sound currency, with a 
stable exchange rate and / or low inflation – and financial sector stability: sound banks and other 
financial institutions) which provide good services without undertaking excessive risk, and an 
effective non-cash payment system (Tray, 2006).
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Most central banks have limited visibility to the public: they undertake transactions only with 
commercial banks and do not, as a rule, offer any services direct to individuals. But by providing 
a large degree of certainty in the value of money and in the financial system, building trust and 
promoting efficiency, central banks can help to create a stable basis on which the economy can 
develop, to the benefit of all. This stability can be especially important to the less privileged 
members of the society,  who often do not have any effective choice or the means to protect 
themselves against monetary or financial instability (Tray, 2006).
Most developing countries have a shortage of human resources skilled in central  banking. It 
makes it make sense to focus effort on priority areas. The central bank of Nigeria (CBN) was 
established in 1959. The Central Bank Act, 1958 (as amended) and the Banking Decree 1969 (as 
amended) constituted the legal framework within which the CBN operates and regulates banks. 
The wide range of economic liberalization and deregulation measures following the adoption, in 
1986, of a Structural Adjustment Programme (SAP) resulted in the emergence of more banks and 
other financial intermediaries. The Banks and Other Financial Institutions (BOFI) Decrees 24 
and  25  of  1991,  which  repealed  the  Banking  Decree  1969  and  all  its  amendments,  were, 
therefore, enacted to strengthen and extend the powers of CBN to cover the new institutions in 
order to enhance the effectiveness of monetary policy, regulation and supervision of banks as 
well as non-banking financial institutions. Unfortunately in 1997, the Federal Government of 
Nigeria enacted the CBN (Amendment Decree No. 3 and BOFI (Amended)] Decree No. 4 in 
1997  to  remove  completely  the  limited  autonomy  which  the  Bank  enjoyed  since  1991 
(Cenbank.org)..

 
LITERATURE REVIEW
Simon T, Tray (2006) opined that Central banking in most countries – rich or poor – aims to 
achieve monetary stability – a sound currency, with stable exchange rate and/ or low inflation – 
and financial sector stability – sound banks (and other financial institutions) which provide good 
services without undertaking excessive risk, and an effective non-cash payment system. Helping 
central banks in developing countries to provide this sort of macro stability may be one of the 
most effective ways of providing sustainable development.
Gill Hammond, Ravi Kanbur and Eswar Prasad (2007) maintained that  financial globalization 
has  made  the  formulation  of  monetary  policy  in  emerging  market  economies  increasingly 
complicated. This timely set of studies looks at the turmoil in global financial markets, which, 
coupled with volatile inflation, poses serious challenges for central banks in these countries. The 
book features a number of specially commissioned new papers from both front-line policymakers 
and researchers in developing and emerging market economies, which tackle the difficult issues 
currently being debated with increasing urgency by monetary policy theorists and policymakers 
around the world. They address questions such as: ‘What monetary policy framework is most 
suitable for emerging market countries to confront the new challenges while they continue to 
open up to trade and financial flows?’, ‘What are the linkages between monetary stability and 
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financial  stability?’ and ‘Is inflation targeting or a fixed exchange rate regime preferable for 
developing and emerging markets?
Rebecca  Driver,  Peter  Sinclair  and  Christoph  Thoenissen  (2008) are  of  the  view  that  as 
globalization  progresses,  exchange  rates  have  become  increasingly  wedded  to  internal  and 
external economic policies. This edited collection tackles four key questions in this important 
and growing area: 
How  much  emphasis  should  be  placed  on  the  exchange  rate  when  setting  policy?  
*What  is  the  success  or  otherwise,  of  different  approaches  to  modeling  exchange  rates?  
*What determines capital flows and their impact? 
*What should policy makers do about monetary policy and capital flows? 
It is well understood that within open economies the choice of exchange rate, capital mobility 
and monetary policies cannot be fully independent. Given the strong connections between the 
themes  in  this  volume,  it  is  no  surprise  that  many  of  the  chapters  address  multiple  and 
interlocking ideas. Several contributions consider the links between exchange rate policy and 
monetary policy, including the costs and benefits of fixing the exchange rate. The factors that 
determine exchange rate movements and their impact is discussed in several of the essays, as are 
capital mobility, external assets and their policy implications. The success of intervention in the 
foreign exchange market, which has implications for portfolio choices and capital flows, is also a 
key  area  of  exploration.   Combining  thorough  scholarship  with  illuminating  real-world 
examples,  the  contributors  and  editors  have  produced  a  volume  of  use  to  academics  and 
economists. This volume provides insights on the causes and consequences of movements in 
both exchange rates and external assets and has a strong focus on the policy implications of 
operating in an open economy, particularly the choice of exchange rate and monetary policy, 
exchange rate intervention and policies on capital mobility.
Lavan Mahadeva and Peter Sinclair (2009) argued that the transmission mechanism of monetary 
policy explains how monetary policy works - which variables respond to interest rate changes, 
when, why, how, how much and how predictably. It is vital that central banks and their observers, 
worldwide, understand the transmission mechanism so that they know what monetary policy can 
do and what it should do to stabilize inflation and output. The volume sets out different aspects 
of the transmission mechanism. Some chapters scrutinize the relevance of practical issues such 
as asymmetries, recent structural changes and estimation errors using data on the US, Euro area 
and developing countries. Other chapters focus on modeling crucial aspects such as productivity, 
the exchange rate and the monetary sector. These issues are counterpointed by contributions, 
which analyze contemporary monetary policy in Japan and the UK. 
Richard A. Brealey,  Alastair  Clark,  Charles Goodhart,  et  al  (2009) opined that recent  events 
remind us how crucial it is that the banking and payments system should be protected from risks 
and crises. The difficulties that beset Indonesia, South Korea and Thailand in 1997 are a vivid 
example, as are the acute problems that confronted Russia in 1998, and the underperformance 
chronic financial malaise that underlay Japan's macroeconomic underperformance throughout the 
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1990s. Even more dramatic was the banking and economic collapse in the US and much of 
Europe in the 1930s.
It is a prime responsibility for central banks to try to prevent and contain the financial crises that  
could  precipitate  such  a  calamity.  This  book,  developed  from the  Central  Bank  Governor's 
Symposium on Financial Stability and written by current policy-makers, offers a highly informed 
account  of  contemporary  policy  issues  and  explores  the  legal,  regulatory,  managerial  and 
economic issues that affect central banks, including:

 banking crises
 regulatory and supervisory regimes
 the role of central banks
 crisis management
 the role of bank capital
 Capital flows and capital controls.

Maxwell  J.  Fry,  Charles  A.E  Goodhart  and Alvaro  Almeida  (2010) examine  the  objectives, 
activities  and  independence  of  central  banks  in  developing  countries.  It  is  based  on 
macroeconomic  data  from  IMF  and  World  Bank  sources  as  well  as  detailed  questionnaire 
responses  from central  banks  in  Africa,  Asia,  Europe,  Latin  America  and  the  Caribbean.  It 
explores the practical problems faced by these central banks over the past 15 years in confronting 
government demands for monetary financing, formulating and implementing monetary policy, 
choosing and maintaining an exchange rate regime, supervising their financial systems, as well 
as enhancing their status and independence. The book covers three general topics: government 
financing, foreign exchange systems and the development of domestic banking system. In all 
three areas central banks in developing countries face environments that differ radically from the 
environments  faced by central  banks  in  the  richer  OECD countries.  In  particular,  they face 
difficulties  with  uncompetitive  financial  systems  and  the  endemic  problem  of  government 
finance. However, positive changes are now occurring, especially as the benefits of price stability 
become widely accepted. The book is in a clear and easy-to-use format with generous use of 
tables, figures and boxed material.

Gerald Epstein (2005) opined that in the last two decades, there has been a global sea change in 
the theory and practice of central banking. The currently dominant “best practice” approach to 
central banking consists of the following: (1) central bank independence (2) a focus on inflation 
fighting (including adopting formal “inflation targeting”) and (3) the use of indirect methods of 
monetary  policy  (i.e.,  short-term interest  rates  as  opposed  to  direct  methods  such  as  credit 
ceilings).  This  paper  argues  that  this  neo-liberal  approach  to  central  banking  is  highly 
idiosyncratic in that, as a package, it is dramatically different from the historically dominant 
theory and practice of central banking, not only in the developing world, but, notably, in the now 
developed countries themselves. Throughout the early and recent history of central banking in 
the U.S., England, Europe, and elsewhere, financing governments, managing exchange rates, and 
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supporting economic sectors by using “direct methods” of intervention have been among the 
most important tasks of central banking and, indeed, in many cases, were among the reasons for 
their existence. The neoliberal central bank policy package, then, is drastically out of step with 
the history and dominant practice of central banking throughout most of its history. 

1. What Is A Central Bank?
There are a range of functions which are commonly undertaken by central banks. A Bank of 
England study in 1995 looked at five key areas: monetary policy (e.g. setting the interest rate or 
exchange  rate):  financial  sector  stability  (e.g.  banking  supervision):  government  debt 
management: the wholesale payment system (e.g. acting as banker to the banks: and a branch 
network (including banking operations)(Tray, 2006).
One important function which is omitted from the aforementioned points is that of note issuance. 
There  are  some  quasi-central  banks  which  do  not  undertake  this,  or  a  related  function  of 
operating as banker to the commercial banks; they are sometimes called Monetary Authorities 
(e.g. the Hong Kong Monetary Authority; the Luxembourg Monetary Authority prior to its pre-
euro  transition  to  central  bank  status;  or  the  Palestinian  Monetary  Authority).  For  some 
economies  –  e.g.  economies  which  adopt  another  country’s  currency  (Kosovo,  Montenegro 
which use the euro) – this may be appropriate.
In developing countries, most central banks have a broad range of responsibilities or functions 
which include:

 Banking supervision
 Government debt management
 Payment systems
 Interest rates determination &
 Branch network

Initially,  most  developing  country  central  banks  will  undertake  all  the  six  functions  (note 
issuance plus the listed five functions). Though officially it is responsible for setting the interest 
rates, the influence of the Ministry of Finance is always very significant (because most central 
banks in developing economies are in fact Parastatals under the supervision of the Ministry of 
Finance).  In  some  of  the  more  advanced  developing  economies  the  function  of  banking 
supervision and government debt management may be moved into separate institutions, though 
often  retaining  some role  for  the  central  bank;  but  it  is  more  likely here  that  central  bank 
autonomy in setting interest rates will improve (cenbank.org).
Historically,  some  central  banks  have  pursued  ‘Development’ goals,  whether  implicitly  or 
explicitly, and some would argue that, in a developing market context they still should (Fry et al, 
2010). Where the activity relates to monetary stability (e.g. the gold standard in the UK in the 
19th Century), and financial stability (good supervision), these ‘Development’ goals are met by 
focusing on core central  banking as defined here.  Where it  relates  to directed lending – for 
instance, differential reserve requirement or obligatory investments such as that of post-war Italy, 
may and may not be successful. Development banks should have a clear goal: and if funded at 
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market rates or by the government budget, it is clear what they cost, allowing the government to 
undertake an informed cost-benefit analysis. But if it is operated by holding interest rates low or 
directed lending, the cost is not clear, and financial market development tends to be impeded. It 
is true that there were elements of direct controls in the UK post-War, in fitting with the general 
thrust  of  economic  management;  but  also arguable that  this  approach damaged not  only the 
financial  market  development,  but  the  economy as  a  whole.  Development  banks  –  whether 
regional or sectoral, could be effective but some are grossly inefficient and prone to abuse. In 
any case it is not the same thing as central banking (Tray, 2006).
The earliest known bank of issue was the Riksbank of Sweden (1656). Modern central banking 
started  with  Bank  of  England  (1694).  Central  Bank  of  Nigeria  began  operations  in  1959 
(cenbank.org).

2. Highlight on the World Top Ten Economies  
According to the World Bank ranking (2016 est.) and the IMF estimates (2016), the 
top ten world economies [9] are as follows:

United States
The U.S. economy is the largest in the world in terms of nominal GDP (measured at current 
prices in U.S. dollars). The $17.41 trillion U.S. economy is approximately 22.44% of the gross 
world product. The United States is an economic superpower that is highly advanced in terms of 
technology and infrastructure and has abundant natural resources. However, the U.S. economy 
loses its spot as the number one economy by a slight margin to China when measured in terms of 
GDP based on PPP. In these terms, China’s GDP is $17.63 trillion and the U.S. GDP is $17.41 
trillion.  However,  the  U.S.  is  way  ahead  of  China  in  terms  of  GDP  per  capita (PPP)  - 
approximately $54,678 in the U.S. versus $12,893 in China.

China 
China  has  transformed  itself  from  a  centrally  planned closed  economy in  the  1970s  to  a 
manufacturing and exporting hub over the years. The Chinese economy is propelled by an equal 
contribution  from  manufacturing  and  services  (45%  each,  approximately)  with  a  10% 
contribution by the agricultural  sector.  The Chinese economy overtook the U.S. economy in 
terms of GDP based on PPP. However, the difference between the economies in terms of nominal 
GDP remains large. China is currently a $10.35 trillion economy and has been growing at around 
7% in the recent years, although that growth is starting to slow down.

Japan
Japan’s  economy ranks  third  in  terms  of  nominal  GDP,  while  it  slips  to  fourth  spot  when 
comparing the GDP by purchasing-power-parity. The economy has been facing hard times since 
2008,  when  it  was  first  showed  recessionary symptoms.  Though  the  government’s  stimulus 

http://www.investopedia.com/terms/p/per-capita-gdp.asp
http://www.investopedia.com/terms/r/recession.asp
http://www.investopedia.com/articles/investing/012216/will-china-slip-recession.asp
http://www.investopedia.com/terms/c/closed-economy.asp
http://www.investopedia.com/terms/c/centrally-planned-economy.asp
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packages have helped the economy recover a bit, the massive earthquake in 2011 gave the fragile 
economy another  jolt.  Economic  growth  has  hovered  between  0.5–2% in  recent  times.  The 
nominal GDP of Japan is $4.77 trillion, its GDP (PPP) is $4.78 trillion, and its GDP (PPP) per 
capita is $37,683.

Germany
Germany is Europe’s largest and strongest economy. On the world scale, it ranks as the fourth 
largest  economy in terms of nominal  GDP. Germany’s economy is  known for its  exports  of 
machinery, vehicles, household equipment, and chemicals. Germany has a skilled labor force, 
but  the  economy faces  demographic  challenges  like  most  European nations.  The size  of  its  
nominal  GDP is  $3.82  trillion,  while  its  GDP in  terms  of  purchasing-power-parity  is  $3.62 
trillion. Germany’s GDP (PPP) per capita is $44,741, and the economy has moved at a moderate 
pace of 1-2% in recent years.

France
France, the most visited country in the world, is the fifth largest economy with a nominal GDP of 
$2.9 trillion. Its GDP in terms of PPP is around $2.59 trillion. France has a low poverty rate and 
high standard of living, which is reflected in its GDP (PPP) per capita of $40,445. The country is 
among the top exporters and importers in the world. France has experienced a slowdown over the 
past few years and the government is under immense pressure to rekindle the economy, as well 
as to combat rising unemployment.

United Kingdom
The United Kingdom, with a $2.85 trillion GDP, is the world’s sixth largest and Europe’s third 
largest  economy.  The  economy  of  the  UK  is  primarily  driven  by  services,  as  the  sector 
contributes  more  than  75%  of  the  GDP.  With  agriculture  contributing  a  minimal  one%, 
manufacturing is the second most important contributor to GDP. Although agriculture is not a 
major  contributor  to  GDP,  the  country  produces  60%  of  its  food  needs  domestically  by 
employing less than 2% of its labor force. The economy in terms of GDP purchasing-power-
parity stands at $2.43 trillion with a GDP (PPP) per capita of $37,744. 

Brazil
Brazil with its $2.24 trillion economy, it is the seventh largest economy by nominal GDP. The 
Brazilian economy has developed services, manufacturing,  and agricultural  sectors with each 
sector contributing around 68%, 26%, and 6% respectively. Brazil is a part of BRIC and ahead of 
all other South American economies. The Brazilian GDP measured in purchasing-power-parity is 
$3.07 trillion, while its GDP per capita (PPP) is $15,153. However, the country has 21% of its  
population living below the poverty line.

Italy

http://www.investopedia.com/terms/p/poverty.asp
http://www.investopedia.com/terms/b/bric.asp
http://www.investopedia.com/terms/u/unemployment.asp
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Italy’s $2.13 trillion economy is the world’s eighth largest in terms of nominal GDP. Italy is 
among the prominent economies of the eurozone, but it has been impacted by the crisis in the 
region.  The economy suffers from a huge public  debt  estimated to be about  133% of GDP, 
according to  the CIA World Factbook.  The economy is  also facing high unemployment and 
deteriorating economic growth. The government is working on various measures to boost the 
economy that has contracted in recent years. The GDP measured in purchasing-power-parity for 
the economy is estimated at $2.06 trillion, while its per capita GDP (PPP) is $34,455. 

Russia
Russia’s  domestic  consumption  amid  a  politically  stable  atmosphere  has  paved  the  way for 
economic growth in the country. The country has transformed itself since the fall of the Soviet 
Union  in  1991  from a  centrally  planned  economy to  a  more  market-based  open  economy. 
Russia’s $2.05 trillion economy is currently facing a crisis as a result of imposed sanctions and a 
steep fall in oil prices. Russia’s economy in terms of purchasing-power-parity is estimated at 
$3.56 trillion, while its GDP per capita is $24,764.

India
India ranks third in GDP in terms of purchasing-power-parity ($7.28 trillion), while its nominal 
GDP ($2.04 trillion) places it in the tenth spot. The country’s high population drags its GDP 
(PPP) per capita down to $5,778. India’s GDP is still dependent on agriculture (17%), compared 
to  western  countries.  However,  the  services  sector  has  picked  up  in  recent  years  and  now 
accounts for 57% of the GDP, while industry contributes 26%. The economy’s strength lies in a 
limited dependence on exports, high saving rates, favourable demographics, and a rising middle 
class. India recently overtook China as the fastest growing large economy.

Central Bank of Nigeria
5.0 The  Central  Bank of Nigeria was established by the  CBN Act of  1958 and commenced 
operations on July 1, 1959 (cenbank.org). 
The major regulatory objectives of the bank as stated in the CBN act of 1958 is to: maintain the 
external reserves of the country, promote monetary stability and a sound financial environment, 
and to act as a banker of last resort and financial adviser to the federal government. The central  
bank's role as lender of last resort and adviser to the federal government has sometimes pushed it 
into murky regulatory waters. After the end colonial rule, the desire of the government to become 
pro-active in the development of the economy became visible especially after the end of the 
Nigerian civil war, the bank followed the government's desire and took a determined effort to 
supplement any short falls in credit allocations to the real sector. The bank soon became involved 
in lending directly to consumers, contravening its original intention to work through commercial 
banks in activities involving consumer lending. However, the policy was an offspring of the 
indigenization policy at the time. Nevertheless, the government through the central  bank has 

http://en.wikipedia.org/wiki/Nigerian_civil_war
http://en.wikipedia.org/wiki/Lender_of_last_resort
http://en.wikipedia.org/wiki/Regulatory
http://en.wikipedia.org/wiki/CBN_Act
http://www.investopedia.com/articles/investing/020916/india-overtakes-china-gdp-growth.asp
http://www.investopedia.com/articles/investing/012115/sanctions-oil-prices-bring-russian-economy-near-collapse.asp
http://www.investopedia.com/articles/investing/012115/sanctions-oil-prices-bring-russian-economy-near-collapse.asp
http://www.investopedia.com/terms/e/eurozone.asp
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been actively involved in  building the nation's  money and equity centers,  forming securities 
regulatory board and introducing treasury instruments into the capital market.

Authorizing legislation
In  1948,  an  inquiry  under  the  leadership  of  G.D  Paton  was  established  by  the  colonial 
administration  to  investigate  banking  practices  in  Nigeria. Prior  to  the  inquiry,  the  banking 
industry was largely uncontrolled. The G.D Paton report, an offshoot of the inquiry became the 
cornerstone of the first banking legislation in the country: the banking ordinance of 1952. The 
ordinance was designed to prevent non-viable banks from mushrooming, and to ensure orderly 
commercial  banking.  The  banking  ordinance  triggered  a  rapid  growth  in  the  industry,  with 
growth also came disappointment. By 1958, a few number of banks had failed. To curtail further 
failures and to prepare for indigenous control, in 1958, a bill for the establishment of Central 
Bank of Nigeria was presented to the House of Representatives of Nigeria. The Act was fully 
implemented on July 1, 1959, when the Central Bank of Nigeria came into full operation. In 
April 1960, the Bank issued its first  treasury bills. In May 1961 the Bank launched the Lagos 
Bankers Clearing House, which provided licensed banks a framework in which to exchange and 
clear checks rapidly. By July 1, 1961 the Bank had completed issuing all denominations of new 
Nigerian notes and coins and redeemed all of the West African Currency Board's previous money 
(Tray, 2006). 

Policy implementation and criticism
The CBN's early functions were mainly to act as the government's agency for the control and 
supervision of the banking sector, to monitor the balance of payments according to the demands 
of the federal government and to tailor monetary policy along the demands of the federal budget. 
The central bank's initial lack of financial competence over the finance ministry led to deferment 
of major economic decisions to the finance ministry. A key instrument of the bank was to initiate  
credit limit legislation for bank lending. The initiative was geared to make credit available to 
neglected national areas such as agriculture and manufacturing. By the end of 1979, most of the 
banks did not adhere to their credit limits and favored a loose interpretation of CBN's guidelines. 
The central bank did not effectively curtail the prevalence of short term loan maturities. Most 
loans given out by commercial banks were usually set within a year. The major policy to balance 
this  distortion in the credit  market  was to  create  a new Bank of Commerce and industry,  a 
universal bank. However, the new bank did not fulfill its mission. Another policy of the bank in 
concert with the intentions of the government was direct involvement in the affairs of the three 
major  expatriate commercial banks in order to forestall any bias against indigenous borrowers 
and consumers. By 1976, the federal government had acquired 40% of equity in the three largest 
commercial banks. The bank's slow reaction to curtail inflation by financing huge deficits of the 
federal government has been one of the sore points in the history of the central bank. Coupled 
with its failure to control the burgeoning trade arrears in 1983, the country was left with huge 
trade debts totaling $6 billion.
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Governors
Governors of the Central Bank since independence.
Governor Previous position Term start Term end
Roy Pentelow Fenton 24 July 1958 24 July 1963
Aliyu Mai-Bornu Deputy Governor, CBN 25 July 1963 22 June 1967

Clement Nyong Isong Advisor  International  Monetary 
Fund

15  August 
1967

22  September 
1975

Adamu Ciroma 24  September 
1975 28 June 1977

Ola Vincent Deputy Governor, CBN 28 June 1977 28 June 1982

Abdulkadir Ahmed Deputy Governor, CBN 28 June 1982 30  September 
1993

Paul Agbai Ogwuma CEO, Union Bank of Nigeria 1  October 
1993 29 May 1999

Joseph Oladele Sanusi CEO First Bank of Nigeria 29 May 1999 29 May 2004
Charles  Chukwuma 
Soludo

Chief Executive, National Planning 
Commission 29 May 2004 29 May 2009

Sanusi Lamido Aminu 
Sanusi CEO, First Bank of Nigeria 3 June 2009 20  February 

2014

Sarah Alade Deputy Governor, Central Bank of 
Nigeria

20  February 
2014 3 June 2014

Godwin Emefiele Chief  Executive  Officer,  Zenith 
Bank 3 June 2014 to date

Source: cenbank.org, accessed 23/03/2016.

Contemporary Issues
The central bank was instrumental in the growth and financial credibility of Nigerian commercial 
banks by making sure that all the financial banks operating in the country has a capital base 
(required reserves). This help to make sure that bank customers just don't bare the loss alone, in 
the event of bank failures. However, this policy led to some Nigerian commercial banks to fail;  
some bank could not meet up with the capital base which was 25,000,000,000.00 Naira at the 
time. These banks that could not meet up had to fold up, while some that could not come up with  
the money on their own, had to merge with other banks in order to raise the money. This policy 
helped solidify the  commercial  banks of  Nigeria,  and made it  impossible  for  individuals  or 
organization without financial stability to operate a bank in the country. Today Nigeria has one of 
the  most  advanced  financial  sectors  in  Africa,  with  most  of  its  commercial  banks  having 
branches in other countries (cenbank.org).
The Bank is  active in  promoting  financial  inclusion policy and is  a  leading member of  the 
Alliance for Financial Inclusion. It is also one of the original 17 regulatory institutions to make 
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specific national commitments to financial  inclusion under the  Maya Declaration during the 
2011 Global Policy Forum held in Mexico. The CBN has ensured all Banks in Nigeria to have a 
uniform year end.

Currency Issue System (Naira)
Naira notes  and coins  are  printed/minted by the Nigerian Security Printing and Minting Plc 
(NSPM) Plc and other overseas printing/minting companies and issued by the Central Bank of 
Nigeria  (CBN).  At  the  currency  printing  works  of  the  NSPM  Plc,  quality  is  meticulously 
controlled  throughout  every process  of  currency production.  This  guarantees  that  every note 
issued meets the required standard. The CBN maintains an office called Mint Inspectorate in the 
premises of the NSPM Plc to maintain security and quality of Naira notes and coins.
Currency is issued to deposit  money banks through the branches of the CBN, and old notes 
retrieved through the same channel. Currency deposited in the CBN by the banks are processed 
and sorted to fit and unfit notes in line with the clean note policy. The clean notes are re-issued 
while the dirty notes are destroyed.

CENTRAL BANKING AND THE SUPPLY OF MONEY – ENDOGENOUS MONEY 
Having discussed the roles of central banks, we can see how central banks stimulate the economy 
through  ensuring  stable  financial  system (monetary policy)  and  assisting  the  government  to 
regulate the other sectors of the economy through taxation (fiscal policy).
However, it is worthy of note that the central bank does not determine the supply of money in an  
economy because it  is  the commercial  banks that  create  money (Moore,  1988).  Commercial 
banks do extends lending services to clients and charge certain interest on such credits thereby 
creating money for itself  and consequently increasing the supply of money in the system, a 
phenomenon better known as endogenous money.

CONCLUSION
How did the leading economies of the world achieve their successes? Is it through providence or 
is it through hard work, commitment to duty and a sound vision for excellence? Is it possible for 
the central bank of Nigeria to emulate the best practices of the other sister central banks in order 
to stimulate the economy positively?
Available evidence (Rebecca et al (2008), Mahadeva & Sinclair (2009), Breadly et al (2009), Fry 
et  al  (2010))  suggests  that  success  is  attained  through  meticulous  planning,  dedication  and 
discipline. The central bank of Nigeria has performed well over the years in the following areas:

 Issuance of national currency.
 Maintenance  of  Nigeria’s  external  reserve  to  safeguard  the  international  value  of  its 

currency.
 Promotion and maintenance of monetary stability, a sound and efficient financial system 

in Nigeria.
 Controlling inflation.

http://en.wikipedia.org/wiki/AFI_Global_Policy_Forum
http://en.wikipedia.org/wiki/The_Maya_Declaration


Book of Proceedings: the 10th Academic Conference of Hummingbird Publications and Research International on  
Scientific and Socio-Cultural Researches in Attaining Sustainable Development in the 21st Century Vol.10 No.1 on  

30th June, 2016- University Main Auditorium, Kwara State University, KSU, Malete, Kwara State, Nigeria

 Acting as banker and financial adviser to the federal government.
 Supervising and regulating commercial banks and other non-bank financial institutions.

However, there is still need for improvement in order to achieve the best impact on the economy. 
Some of the salient areas that require improvement include:

 Recruitment of personnel.
 Independence of the central bank from the Ministry of Finance.
 Curtailment of short term loan securities.
 Controlling trade arrears.
 Reducing inflation.
 External debt servicing.

By and large, looking at the trend of events [8] at the Central bank of Nigeria, it is easy to see the 
potential for greatness in no distant future.
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