Fuel scarcity- Banks spend N238m daily on generators 

•Lingering fuel crisis may force banks to close more branches 

The lingering fuel crisis in the country is posing a serious threat to banks’ survival as increased cost of running generators has made many of the branches unprofitable. Also, in a bid to cut costs, many of the banks have resorted to shutting down their generators by 7.00 pm, as against running them into late night. The development has made their operations to become less profitable, threatening the continued existence of the branches, which in most cases are loss centres. 

A source in the banking industry said over 50 percent of branches of banks have become unprofitable, particularly those in rural areas, adding that if the crisis persist, banks would be forced to close down many of their branches, which will result in further job cuts the scale of which may be worse than that witnessed in 2009. Investigations revealed that diesel’s official price at N110 per litre, the 24 banks in Nigeria spend an average of N237.6 million daily in running their generators. Even at that, prices of the product rise to between N125 and N150 per litre during periods of scarcity as the current one. 

The figure is based on the premise that each of the 24 banks have an average of 300 branches, with each consuming an average of 300 litres per day. The estimated 7,200 branches in the country will be spending a conservative amount of N237.6 million on diesel every day. 

At this rate of spending, John Okolo, a retired banker, said it is difficult for the banks to continue to manage all their operating branches. 

According to Okolo, the matter is compounded given that the prevailing fuel crisis has lingered since November last year. He said within the last two months, diesel has been scarce on many occasions, thus leading to increase in price to up to N150 per litre. 

He further explained that if the fuel crisis could kill the manufacturing sector of the economy, the banking industry is even more vulnerable, especially at this time of financial crisis. Wale Abe, chief executive of Financial Market Dealers Association of Nigeria (FMDA) told BusinessDay in a telephone interview that “of course, one must get well before getting better”. 

In his view, the first thing a reasonable organisation would do is to cut down cost, and by so doing, branches will be closed. “The real effect is that more staff will have to lose their jobs.” 

Aghalino Johnson, a cashier with one of the new generation banks in Delta State told BusinessDay in a telephone interview that, there is uneasy calm in the bank’s branch at Ughelli, with many of his colleagues apprehensive that the branch may be closed down, thus throwing about 60 of the staff, including the unskilled staff into the unemployment market. 

He said the major account owners there are local governments, while many individuals still believe in old generation banks. This, he said, has made marketing difficult

Blessing Anaro 

BUSINESSDAY Wednesday, February 03, 2010              
