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                                          TOO BIG TO FAIL BANKS

   Financial institutions are the heart of a country’s economy since their success brings forth the growth and development of the economy. Many people have had the assumptions of the perceived “Too big to fail banks” with the apparent reason that they have enough resources for their long-term sustenance. Economists have gone ahead to obstruct the massive growth of the banks by limiting their growth and also the breaking of the large banks into small fragments (Feldman, 2004). This is because they felt that these large banks pose a lot of danger to the economy which is the face of a country.

        A too big to fail bank poses a moral hazard to the taxpayer. This is whereby a bank does not pay a premium for the insurance that it receives against the taxpayer to cover it. The management can, therefore, engage in risky activities that will earn them more income and after that is shifting the risk of default to the average taxpayer. These large banks are also much interconnected with the smaller banks regarding financial contracts. If at all the large banks collapsed anytime then this would bring down many other economic systems. All these financial institutions translate to the financial system of a country. Threatening the financial system may corrupt a country’s economy (Feldman, 2004).
     There is, however, the wisdom behind having the too big to fail banks. Most of the time, the government prevents these banks from falling by continually adding capital when they are on the verge of falling. This is because the big banks have a high possibility of taking more risky measures to generate more income which consequently leads to the economic growth of the country. It is also wise to have the too big to fail banks since they provide a wider variety of products to its customers (Jagtiani, 2007). Having an innovative mind perceives them to introduce new products and services that attract more customers as opposed to the smaller banks hence the development of the country's economy.
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