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Strategic Planning And Performance Of
Commercial Banks In Nigeria
Hope Ngozi Nzewi, Nkechi Cordelia Ojiagu
Abstract: This study explored the relationship between strategic planning and performance of commercial banks in Nigeria. Specifically, it determined
the nature of relationship that existed between total assets and profit after tax of the selected banks. Exploratory research design was
employed.Secondary data were sourced from the Nigerian Exchange Fact Book 2011 to 2013. Linear regression and Pearson bivariate correlation
analytical techniques were used. Findings revealed that there is a weak positive relationship between the total assets and profit after tax of the selected
commercial banks. The policy implication is that any meaningful profitability of the commercial banks in Nigeria must ensure proper institution and
comprehensive execution of the strategic planning processes by the various managers of the selected commercial banks.
Keywords: Strategic Planning, Performance, Commercial Banks, Profitability.
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1.0 Introduction
Today large-scale management processes have become
more sophisticated. These processes respond to increases
in the size and number of competing firms; role of
government as a buyer, seller, regulator and competitor in
the free enterprise system, suppliers; increasingly scarce
resources; customers whose preferences often shift
inexplicably;
political
priorities
and
technological
developments. These internal and remote external
environments affect the growth and profitability of a firm
(Pearce & Robinson, 2003). Therefore, firms need
competitive advantage to survive and achieve high
performance over a period of time. It is predicted that
through strategic planning an organization can notice
environmental changes and act pro-actively (Adeleke,
Ogundele&Oyenuga’s study, cited in Owolabi&Makinde,
2012). Strategic planning is defined as the set of decisions
and actions that result in the formulation and
implementation of plans designed to achieve a company’s
objectives (Pearce &Robinson, 2003). Strategic planning
therefore becomes a part of contemporary managerial tool
kits and a game plan for dealing with the inevitable
uncertainties;
strengthening
organization’s
position;
pleasing customers, but, also for stimulating organizational
performance (Alaka, Abass&Tijani, 2001, Adegbie&Facile,
2013). This confirms that well articulated longterm planning
aids in identification of future organizational opportunities,
and threats, thereby encouraging a favourable attitude to
change among alternative courses of action and financial
benefits in firm performance. However, it has been
observed that most organizations are more concerned with
the formulation of strategic plan, and not how to implement
them.
_______________________
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Thompson and Strickland (2005) and Draft (2008) opined
that
―plan
without
effective
and
measureable
implementation is no plan at all‖ and that managers must
combine good strategy making with good strategy
execution for company performance to approach maximum
potential. It was observed that commercial banks in Nigeria
faced many challenges such as increased competition and
harsh economic conditions and most times experience
failure and distresses in their profitability performance,
probably not keeping pace with accelerating industrial
change and organisations’strategic policies. Adegbie and
Fakile (2013) noted that between 1990 and 2005, most
distressed commercial banks in Nigeria were liquidated,
resulting to loss of depositors holding, job losses by
workers, and adverse effect on other sectors of the
economy. In addition till date, some commercial banks
could not maintain sustainable performance growth and
have either been silently merged or acquired. The key
question remains: could there be a relationship between
strategic planning and profitability performance of
commercial banks in Nigeria? The broad objective of this
study is to explore the relationship between strategic
planning and performance of selected commercial banks in
Nigeria. Specifically, the study seeks to determine the type
of relationship between strategic planning and profitability
performance of selected commercial banks in Nigeria.
Considering the specific objective, this paper hypothesizes
that:
 There is significant type of relationship between
strategic planning and profitability of selected
commercial banks in Nigeria.

2.1 Conceptual and Theoretical Issues Concept of
Strategic Planning
Strategic planning is a forward –looking exercise and all
managers should be involved with it (Owolabi&Makinde,
2012). It creates a conceptual framework that incorporates
the external environment characterized by risk, change and
uncertainty into the company’s long term decision. Strategic
planning occurs at top level in an organization involving a
long term forecast upon the major goals of an organization.
It is a chosen course of action for pursuing and
accomplishing objectives (Falilat, 2013). Strategic planning
is designed to achieve the firms vision and mission, which
consist of four major steps: analysis; formulation;
implementation and adjustment/evaluation (Piffs& Lei,
2003).
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See figure 2.1.1 below:
Analysis

External Environment
Internal Environment
Mission

Opportunities, threats
Strength, Weaknesses
Customers to be served. Competencies to be
developed.

Policies

Goals, guidelines for major activities.
Organization structure, systems culture etc.

Formulation

Implementation
Adjustment/Evaluation

(cycle to earlier step)
Source: Adapted from Piffs and Lei (2003)

Previous studies (Adeleke, 2001; Alaka, Abass&Tijani,
2011) acknowledged that properly structured plan enables
management to comprehend the relationship of goals,
objectives and action attainment, hence, strategic planning
focuses on long range objectives and short-term priorities.

2.2 Performance
Performance is refers to the action or process of carrying
out or accomplishing an action, task, or function.
Performance comprises both a behavioural and outcome
aspect. It is a multi-dimensional and dynamic concept.
Borman and Motowidlo study (as cited in Sabine & Michael,
2002) distinguished between task and contextual
performance. Task performance refers to an individual’s
proficiency with which he or she performs activities which
contribute to the organization’s ―technical core‖, while
contextual performance refers to activities which do not
contribute to the technical core but which support the
organizational, social and psychological environment in
which the organizational goals are pursued, including
making suggestions about how to improve work
procedures. This requires the alignment of strategic and
operational objectives and the firms set of activities in order
to manage performance (Okpara, 2014). Summarily,
performance is the accomplishment of a given task
measured against present known standards of accuracy,
completeness, cost and speed.
2.3 Commercial Bank
Commercial Bank is a financial institution providing services
for business organizations and individuals. Services include
operating current, deposit and savings accounts as well as
giving out loans to businesses, thereby, taking the debts of
other people in an exchange and this, create money
(Crowther’s work in Smiti, 2014). It is visualized as an
organization whose principal operations are concerned with
the accumulation of the temporarily idle money of the
general public for the purpose of advancing to others for
expenditure (Kent concepts, as cited in Smiti, 2014).Thus, a
commercial bank is an institution which accepts deposits
from the public and in turn advances loans by creating
credits.
2.4 Profitability
Traditionally, profit maximization is the goal of every
business organization. When management of firms makes
enough profits the shareholders and other investors are
happy and satisfied, and the firm is in a better position to

meet the demand of other interest groups. Profitability in
banks becomes necessary for cost absorption,
reinvestment, attracting further financing, retention of public
confidence and motivation of expansion (Anyanwaokoro,
2008). Profitability indices are the ones that give the net
result of all policies, activities and decision of the company,
being the efficiency of a company at generating earnings,
that is, ―how much they make from what is taken in‖ (Nzewi,
2004).

2.5 Theoretical Framework
The study adopts the action theory approach by Fresle and
Zaph (1994). The theory describes performance from a
process and structural point of view. The process point of
view focuses on the sequential aspects of an action, while
the structural point refers to organization hierarchy. From
the process point of view, goal development, information
search, planning, execution of action and its monitoring,
and feedback process can be distinguished in
organizations, thus, emphasizing that performance depends
on high goals, a good mental model, detailed planning, and
good feed back processes.
2.6 Empirical Review
A number of studies have been executed by scholars on
the subject matter. Adegbie and Fakile (2013) investigated
strategic planning and performance: catalyst for
sustainability and stability in the Nigerian financial sector
using Multivariate Analysis of variance (MANOVA) model.
The findings from the empirical study revealed that strategic
planning was not properly instituted and in some cases
missing in the financial sector which created serious
problems for the nation. In a related development, Falilat
(2013) examined strategic marketing planning and the
Nigerian banking industry. Using Chi-square technique, he
found that marketing department is the main revenue
generating department in the banking industry. Therefore,
he concluded that for a bank to successfully achieve its
goals and objective for processing an increase in long-run
profitability, it has to develop a good marketing plan and
strategy. Prior study by Obasan and Ogunkoya (2013)
investigated strategic planning and bank management in
Nigeria: Issues for policy consideration. Employing
regression and correlation between bank management,
strategic planning and bank distress meaning that there are
other factors which ultimately determine bank distress such
as the government economic policies. Alaka, Abass and
Tijiani (2011) assessed the impact of strategic planning on
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the performance of insurance companies in Nigeria. Using
Analysis of Variance (ANOVA) technique, their findings
showed that strategic planning enhances customer
patronage and reduces unethical practices in the Nigeria
insurance industry, thus, indicating that strategic planning
can prepare companies irrespective of sectors for the
future, establish long-term direction and indicate the
company’s intent to stake out a particular business position.
If does appear that none of the research outlined focused
on the strategic planning and commercial banks with 10
year successive profit profile in the Nigerian financial
sector. This constitutes the gap that this study has filled.

3.1 Methods

ISSN 2277-8616

planning and profitability performance of selected
commercial banks in Nigeria. Exploratory research is vital
for gathering preliminary information that will help define
problems and suggest hypothesis (Kotler& Armstrong,
2006). It is conducted for a problem that has not been
clearly defined (Shields &Rangarjan, 2013). Linear
regression and correlation analytic tools were employed to
examine the nature of relationship between the dependent
variable (Profit After Tax) and the independent variables
(Total Assets) of the seven selected commercial banks. The
banks were selected based on the rationale of 10 years of
successive profit profile in the Nigerian financial sector (The
Nigerian Stock Exchange Fact Book, 2011/2012 &
2012/2013). The banks are:

Exploratory research design was used so as to determine
the type of relationship that exists between strategic
Table 3.2: Time Series Data on Profit After Tax and Total Assets of Fidelity Bank Plc.

S/No

Year

Profit After Tax
N’m

Total Assets
N’m

1
2
3
4
5
6
7
8

2005
2006
2007
2008
2009
2010
2011
2012

*8198
*6522
4714
13357
1494
6105
2585
*18 200

*388 323
*411156
218 332
535 480
479 665
481 614
360 737 894
914 000 000

9

2013

*8963

*425 073 169

10

Date of
Incorporation

Date listed
in NSE

1987

2005

2014
*9916
566 603 687
Source: The Nigeria Stock Exchange Fact Book (2011/2012 & 2012/2013).
Lagos: Council of the Nigeria Stock Exchange.
* Provisional

Table 3.3: Time Series Data on the Profit AfterTax and Total Assets of First Bank Plc.

S/No
1
2
3
4
5
6
7
8
9
10

Year
2005
2006
2007
2008
2009
2010
2011
2012
2013

Profit After
Tax
N’m
*51717
*40972
41,066
73,114
*8,735
33,411
*38,420
*26,855
*32,895

Total Assets
N’m
*1116,734
*910,542
911,427
1,528,234
*291,966
2,305,258
*1,375,153
* 1,324,126
*1,668,179

Date of
Incorporation

Date listed
in NSE

1969

1971

2014
*32,723
*1,455,819
Source: The Nigeria Stock Exchange Fact Book (2011/2012 & 2012/2013)
Lagos: Council of the Nigeria Stock Exchange
* Provisional
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Table 3.4: Time Series Data on the Profit AfterTax and Total Assets of First City Monument Bank Plc.
Profit After
Total Assets
Date of
Date listed
Tax
N’m
Incorporation
in NSE
N’m
2005
*9,384,336
*378,925,187
1982
2004
2006
*7,095,238
*406,599,844
2007
5,948,679
262,841,089
2008
15,109,091
467,337,030
2009
*227,944
*489,621,414
2010
7,934,971
538,590,882
2011
*7,757,335
*498,516,442
2012
*5,306,750
*508,909,579
2013
*6,999,685
*515,338,968
2014
*6,687,923
*507,588,330
Source: The Nigerian Stock Exchange Fact Book (2011/2012& 2012/2013)
Lagos: Council of the Nigeria Stock Exchange
*Provisional

S/No
1
2
3
4
5
6
7
8
9
10

Year

Table 3.5: Time Series Data on Profit After Tax and Total Assets of Guaranty Trust Bank Plc.
Profit After
Total Assets
Date of
Date listed
Tax
N’m
Incorporation
in NSE
N’m
2005
*23,395
*725,902
1990
1996
2006
13,194
486,485
2007
21,169
732,088
2008
35,821
959,184
2009
23,687
1,066,504
2010
38,347
1,152,002
2011
234,180,056
1,523,527,545
2012
288,153,630
1,620,317,223
2013
*174,124,011 *1,048,332,257
2014
*232,152,566 *1,397,392,342
Source: The Nigerian Stock Exchange Fact Book (2011/2012 & 2012/20130
Lagos: Council of the Nigeria Stock Exchange
* Provisional

S/No
1
2
3
4
5
6
7
8
9
10

Year

Table 3.6: Time Series Data on Profit AfterTax and Total Assets of Zenith Bank Plc.
Profit After
Total Assets
Date of
Date listed
Tax
N’m
Incorporation
in NSE
N’m
2005
*27,464
*1,126,428
1990
2004
2006
11,619
619,342
2007
18,779
972,943
2008
51,993
1,787,000
2009
20,603
1,659,703
2010
37,414
1,895,027
2011
48,704
2,326,695
2012
100,681
2,604,504
2013
*62,266
*2,275,409
2014
*70,550
*2,402,203
Source: The Nigerian Stock Exchange Fact Book (2011/2012 & 2012/2013)
Lagos: Council of the Nigeria Stock Exchange
* Provisional

S/No
1
2
3
4
5
6
7
8
9
10

Year
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Table 3.7: Time Series Data on Profit After Tax and Total Assets of United Bank for Africa(UBA) Plc.
Profit After
Total Assets
Date of
Date listed
Tax
N’m
Incorporation
in NSE
N’m
2005
*24,605
*1.249.504
1961
1970
2006
11.550
884.137
2007
21.441
1.191.042
2008
40.825
1.673.333
2009
2.375
1.548.281
2010
598
1.617.696
2011
*14.599
*1.920.435
2012
*5.857
*2.272.923
2013
*7.018
*1.937.018
2014
*9.158
*2.043,459
Source: The Nigerian Stock Exchange fact Book (2011/2012 & 2012/2013)
Lagos: Council of the Nigeria Stock Exchange
* Provisional

S/No
1
2
3
4
5
6
7
8
9
10

Year

Table 3.8: Time Series data on Profit After tax and Total Assets of Stanbic IBTC Bank Plc.
Profit After
Total Assets
Date of
Date listed
Tax
N’m
Incorporation
in NSE
N’m
2005
*6.539
*299.405
2006
*6.939
*309.676
2007
*686
*237.813
2008
11.993
350.726
2009
8.138
340.490
2010
9.455
384.541
2011
*9.862
*358.586
2012
*9.152
*361.206
2013
*9.490
*368.111
2014
*9.501
*362.634
Source: The Nigerian Stock Exchange Fact Book (2011/2012 & 2012/2013)
Lagos: Council of the Nigeria Stock Exchange
* Provisional

S/No
1
2
3
4
5
6
7
8
9
10

Year

Table 3.9: Time Series Data on Profit After tax and Total Assets of the Seven Selected banks Combined.
Profit After Tax
Total Assets
N’m
N’m
1
2005
9.526.254
383.832.284
2
2006
7.186.034
410.221.182
3
2007
6.056.534
267.104.684
4
2008
15.336.194
474.170.987
5
2009
292.976
495.008.023
6
2010
8.060.301
546.427.020
7
2011
242.051.561
1.922.821.842.315
8
2012
293.621.125
3.049.789.561
9
2013
181.244.328
1.994.993.111
10
2014
238.972.337
2.477.848.374
Source: The Nigerian Stock Exchange Fact Book (2011/2012 & 2012/2013)
Lagos: Council of the Nigeria Stock Exchange
S/No

Year

Y = αo + bx + et … … … … . i
PAT = f(qo + b1 TA )et … … … … . ii
PAT = a o + b1 TA + et … … … … . iii

4.1 Model Specification
To determine the type of relationship between strategic
planning,and profitability performance of selected
commercial banks in Nigeria, the study specified a linear
model as follows:

Where:
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PAT = Profit After Tax measures the profitability
performance of selected commercial banks
in
the
Financial Sector
ao (Alpha) represents the intercept (regression line)
b1 (Beta) represents the parameter estimate and the slope
of the model.
TA = Total Assets represent the Independent variable (X)
and a proxy for strategic planning.
ex (error term) measures the probability of statistical error
encountered.

ISSN 2277-8616

4.2 Hypothesis Testing and Findings
To test the hypothesis which states that there is significant
type of relationship between strategic planning and
profitability of selected commercial banks in Nigeria, linear
regression and bivariate Pearson correlation analytical
techniques were used. Statistical package for Social
Sciences(SPSS) International Business Machine (IBM)
Software Version 20 was employed. The model summary is
presented in the tables below:

Table 4.2.1: Model Summary of Linear Regression Result for Fidelity Bank Plc.
R.
Sig.F
Square
F-Change
df1
df2
Change
Change
.364
.285
4233.37154
.364
4.588
1
8
.065
a. Predictors: (Constant) Total Assets
b. Dependent Variable: Profit After Tax
Source: Computed from Table 3.2 Data. Using SPSS (IBM) Version 20 Software
R
Square

Model

R

1

.604a

Adjusted R
Square

Std. Error of
the Estimate

From table 4.2.1., it is evident that at one degree of
freedom (n-1), the R Square (Coefficient of determination) s
0.36 (36%), which showed the percentage of proportion of
variation in dependent variable (PAT) accounted by the

DurbinWatson
2.942

independent variable (total assets) Adjusted R square is
0.29 (29%) and it represents the real variation in the figures
that are seen in the regression model summary.

Table 4.2.2: Model Summary (Coefficients) of Linear regression Result of fidelity Bank Plc.
Understandardized
Standardized
Coefficients
Coefficients
Model
B
Std. Error
Beta
t
Sig
1 (Constant) Total Assets
5897.227
1661.567
3.549
.008
Total Assets
9.291E-006
.000
.604
2.142
.065
Dependent Variable: PAT
Source: Computed from table 3.2 Data using SPSS (IBM) version 20 Software.
Table 4.2.2 above indicates that total assets are not
significant but with positive 0.065p value and are
associated with standardized beta coefficient of 0.604
(60%). The significance level of 0.065p value implies that
an alpha value is more than 5 percent. Therefore, based on
the decision rule, the alternate hypothesis is accepted,

while the null hypothesis which states that there is no
significant type of relationship between strategic planning
and profitability of selected commercial banks in Nigeria is
rejected. The t-test statistical level of significance is 0.008
which is associated with t-value of 3.549. The alpha level of
0.008 is not significant.

Table 4.2.3: Correlation of Total Assets and Profit After tax of Fidelity Bank Plc.
Profit After Tax
Total Assets
Profit After tax
Pearson Correlation
.604
Sig. (2-tailed)
1
.065
N
10
Total Assets Person Correlation
.604
1
Sig. (2-tailed)
.065
N
10
10
Dependent Variable: Profit After Tax
Source: Corrupted from table 3.2 Data using SPSS (IBM) Version 20 Software
From table 4.2.3 above the Pearson bivariate correlation
shows that the correlation between total assets and profit
after tax is not significant at 0.065 level (2-tailed test). It
reveals a weak positive correlation of 0.07, employing 1—
item (N) analysis. In a similar development, the regression
and correlation results from the remaining six banks above

revealed that the alpha level is more than 5 percent.
However, due to constant off page limit, they are not shown
in tables. This reveals that there is no significant
relationship between Total Assets and Profit After Tax of
the select commercial banks in Nigeria.
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Table 4.2.4: Model Summary of Linear Regression Result of the Seven Banks Combined
R.
FSquare
df1 df2
Change
Change
.167
.063
118456374.5
.167
.604
1
8
a = Predictors: (Constant) Total Assets
Dependent Variable: Profit After Tax
Source: Computed from Table 3.9 Data using SPSS (IBM) Version 20 Software
R
Square

Model

R

1

.409a

Adjusted R
Square

Std. Error of
the Estimate

Table 4.2.4 above shows the combined effect of Total
Assets of the seven banks on their Profit After Tax. The R
Square (coefficient of determination) is 0.17 (17%), which
indicated the percentage of variation in dependent variable

Sig.F
Change

DurbinWatson

.241

(PAT) accounted by the independent variable (TA).
Adjusted R Square is 0.06 (6%), which represents the real
variation in the figures shown in the regression model
summary.

Table 4.2.5: Model Summary (Coefficients) of Linear Regression Result of the Seven Banks Combined
Understandardized Coefficients

Standardized
Coefficients

Model

B

Std. Error

Beta

1 (Constant) Total Assets

84326281.45

39508570.25

Total Assets

8.230E-005

.000

.409

t

Sig

2.134

.065

1.267

.241

Dependent Variable: Profit After Tax
Source: Computed from table 3.9 Data using SPSS (IBM) Version 20 Software
From table 4.2.5, Total Assets are not significant, but with a
positive P-value of 0.241 and are associated with
standardized beta coefficient of 0.409 (41%). The
significance value of 0.241P value suggests that an alpha
value is more than 5 percentage. Therefore, based on the
decision rule, the alternate hypothesis is accepted, while

the null hypothesis which states that there is no significant
type of relationship between strategic planning and
profitability of selected commercial banks in Nigeria is
rejected. The t-test statistical level of significance is 0.065
and is associated with t-value of 1.267. the alpha level of
0.065 is not significant.

Table 4.2.6: Correlation of Total Assets and Profit After Tax of the Seven Banks combined
Profit After Tax

Total
Assets

Profit After tax
Pearson Correlation
.409
Sig. (2-tailed)
1
.241
N
10
Total
Assets
Person
.409
1
Correlation
.241
Sig. (2-tailed)
10
10
N
Dependent Variable: Profit After Tax
Source: Computed from table 3.9 Data using SPSS (IBM) Version 20 software.
Table 4.2.6 indicates that the Pearson bivariate correlation
between total assets and profit after tax is not significant at
0.241 level (2-tailed test). It reveals very weak positive
correlation of 0.24, using 10-item (IV) analysis. From the
table above, the alpha level is above 0.05 percent and is
not significant. Therefore, based on the decision rule, the
alternate hypothesis which states that there is significant
type of relationship between strategic planning and
profitability of selected commercial banks is accepted while
the null is rejected.

5.1 Discussion of Results and Policy Implications

The linear regression and Pearson bivariate correlation
result, which indicates that total assets of the individual
banks and collective banks are not significant at 0.065 and
0.241 p value respectively are imbibed with implications.
The rejection of the null hypothesis and subsequent
acceptance of the alternate hypothesis indicates that there
is positive relationship between total assets and profit after
tax. However, the relationship is not very significant, but
weak. Perhaps, the weak association between the
independent variable (total assets) and the dependent
variable (Profit After Tax) could be traced to the seemingly
in ability of the strategic and frontline managers of the
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concerned banks toadequately implement the strategic
planning processes against the constraints in the Nigeria
business environment. This is corroborated by the findings
of Thompson and Struckland (2005) and Draft (2008) which
state that planning without effective and measurable
implementation is no planning at all. Findings of 36 percent
low coefficient of determination (R-square) suggest that
there is weak nexus between total assets and profit after
tax of Fidelity Bank. Any variation in the dependent variable
would be caused by the independent variable in a low state.
The same pattern is revealed in the R square of other
banks: First Bank Plc, 31 percent and First City Monument
Bank, 4 percent. In addition, the R-square of the seven
banks collectively is 17 percent, indicating a further weaker
relationship when all the total assets and profit after tax of
all the banks are correlated. The findings of Adegbie and
Fakile (2013) affirm this position when they revealed that
strategic planning was not properly instituted and in some
cases missing in the financial sector of the nation. This
situation appears to doubt the management acumen of the
focused banks. The report of Falilat (2013) support this
results when he concluded that for a bank to successfully
achieve its goals and objective for procuring an increase in
long-term profitability, it has to develop a good marketing
plan and strategy.

[4] AnyanwaOkoro, S. (2005).Methods and process of
bank management. Revised and Enlarged. Enugu.
Johnkens and Wotly Nig. Ltd.

5.2 Conclusion
Following the data collection, hypothesis testing, findings
discussion and policy implication, we therefore, conclude
that there is a weak positive relationship between the total
assets and Profit After Tax of individual and collective
commercial banks studied. The low coefficient of
determination between the dependent and independent
variables confirms the weak association between the total
assets and profit after tax of the focused commercial banks.

[10] Nzewi, U.C. (2004). Financial and investment
analysis. Onitsha. Noben Press Limited.

5.3 Recommendations
Sequel to the findings and conclusion, it is recommended
that strategic planning should be properly instituted and
robust implementation of the various steps in order to
enhance high profit performance of the selected
commercial banks. The assets of the focused banks need
to be evaluated so as to identify those that have potential
for profitable investment and the ones that require
divestment.
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