ASSESSMENT ON THE ROLE OF CAPITAL MARKET ON PRIVATIZATION PROCESS IN NIGERIA 

ABSTRACT 


The aim of this study focuses on  assessment on the role of capital market on privatization process in Nigeria.  He study centers on the role of privatization process using the Nigeria experience.The research instrument used included questionnaire and participant observation. In view of this, some research hypothesis were postulated for the collation of the data obtained. Data was analyzed using simple percentage presented in frequencies and tables. Hypotheses was tested using chi-Square statistical tool. The study concludes with some basic recommendation to enhance the capital market and basic concepts were given to effect the human capital development.
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CHAPTER ONE 

INTRODUCTION 

1.1
BACKGROUND OF THE BODY 

Privatization Appeared on standard dictionaries only in the early 1980s [it appeared in Webster new collegiate Dictionary is one of the radical methods through for thinning the government owned enterprises [which failed to maximize greater goods, he did so at high cost and ran government into severe fiscal problems in the 1980s making loans difficult to raise both home and abroad]. Around the other method was to strengthen the methods by which government controlled their enterprises. To achieve these goals, a viable capital market must be put in place (Ubani  2018) .


In Nigeria context, the privatization process has been greatly criticized by the media and even by the civil society, it is the focus of this paper to enlighten the masses on how the current privatization process will help to redistribute income, create more employment for the people, channel funds from the surplus to the deposit group and increase the revenue of the government in the country.


The privatization process is one of the recommendation of the structural adjustment [SAP] for many years up to 1980, the Nigerian government made fairly extensive use of the public enterprise [PES] for resource mobilization and allocation, particularly within the social service and utilities sector with the windfall from the crude oil sales during the boom of the 1970s, the economic activities of PES in Nigeria expended significantly beyond the authoday domain of social services and utilities into agriculture, banking and finance, manufacturing, mining, commerce etc.


With this expansion by the 1980s, and increasingly dominant PES sector, accounting for about 50% of the Gross Domestic Product [GDP] and 60% of the modern sector employment had emerged in Nigeria [FRN 1986] by this time also, the number of PES at the federal level alone had reached about 600 enterprises and some 900 smaller one at the state and local government level, [Technical committee of privatization and commercialization [TCPC, 1993].


Also by the 1985 estimate, total investment in these PES at the federal level is about N36,756.00 billion which TCPC now Bureau for public enterprises [BPE] revaluated using the 1993 estimates being about N5000.00 billion of the investment estimates public utilities [PUS] public enterprises producing hard core infrastructure such as electricity, water telecommunications and transport, accounted for about 37.4% [TCPC, 1993] for the maintenance and sustenance of the economic activities sof this PES, the Nigeria government had usually expanded about 40& and 30% of its forced capital and recurrent expenditures respectively on them annually at the pre-structural adjustment programme [SAP] period [FRN 1986] from the foregoing, it has been ascertained that the oil boom of the 1970s made it possible for the government to dabble into starting from the doctrine that government should control the commanding height of the economy, the public sector went ahead to set up many manufacturing trading activities in direct competition with well established private enterprises. They also required majority shares in the oil companies (Faareida 2019).


Commercial bank, insurance companies and newspaper, some state government even went to the extent of investing in laundry and dry cleaning services yet, it must be stressed that even the most of the industries that have deliberately been chosen to reserve for government in Nigeria re either wholly or partly run by the private sector elsewhere e.g power generation and distribution [USA and UK] to mention but a few. These sectors have been found out to be performing in Nigeria. As opined by Gregor (2018) opined that this is why privatization is indispensable of the moment of the ailing nations economy. The achieve greater efficiency, the capital market has to be fully alive, one of the objectives of the privatization process is to ensure a more viable capital market within an economy and also the privatization process cannot be carried out successfully without the capital market. The capital market, through the Nigerian stock exchange is saddled with the responsibility of ensuring a successful privatization.

1.2 STATEMENT OF PROBLEM


All over the world the public services as a matter of experience has not been meant in their capacity to create wealth consequently public enterprises have usually been perceived as drain pipes for government budget this creating budgeting strains and avoidable burden on the economy it become imperative therefore to disengage the public sectors from those areas where the private sectors has the comparative advantages to perform while letting the state concern itself with the provision of infrastructure security and enabling environment for business to thrive through enhanced wealth creation this led the researcher to carry out this research on the role of capital market in the privatization process the Nigerian experience.

OBJECTIVE OF STUDY 


The objective of this research is to harmonize the different beliefs by people of the privatization process evaluate the social and economic benefits of privatization and the evaluation of the role played by the Nigerian stock exchange [NSE] towards the development of the nation especially the privatization programme the success or failure of the first phase of the privatization process will be critically examined to be able to connect the mistakes made in the past if the programme is proved successful then the paper will be aimed at gearing people up in active participation in the current privatization process which is the second phase of privatization of the Nigerian government.


It is also the objective of this paper to suggest techniques to government on how best to supplement her privatization policy. This paper will also focus on ways of further developing the capital market through the privatization process. Furthermore, how income will be redistributed, cost, minimized and efficiency in production will be substantiated with more facts.

HYPOTHESIS 


The following hypothesis shall direct the thrust of this study by looking at the NUI and alternative hypothesis HD, the capital market has not played any role in the privatization HI – the capital marked has played a role on privatization.

SIGNIFICANCE OF STUDY 


The study is important because it will help correct erroneous belief by some people that the privatization process will make life extremely difficult for Nigerians. Though privatization is not the almighty solver of all economic problems but if it is well implemented not in writing above but in policies. The advantages will be seen in the nations economy, it will inform and educate the readers on investment decisions give a man fish and he will live forever. If the investment decisions are cautiously taken many Nigerians will see themselves living forever, furthermore the paper will correct the belief that the sales of these enterprises shares is for a particular set of people and encourage all to invest in the sector.

SCOPE OF THE STUDY 


This study will be mainly concerned with various factors that affect privatization especially the capital market and Nigeria stock exchange [NSE] this study will focus on privatization and the role of the capital market in actualizing the privatization process by using the Nigeria situation. 


This study will also focus on the function of the capital market as it affects the privatization process in Nigeria.


It will focus on likely problems and benefits and the impact of the capital market in the privatization of public enterprises in Nigeria.

DEFINITION OF TERMS

Privatization: This is the process of turning the government owned establishment into the private hand.

Capital Market: This is the market for medium and long term funds for business activities.

Asset: A person or properties that is valuable or useful to somebody.

Shares: Any of the units of equal value into which a company is divided and sold to raise money.

Placement: The act of finding a suitable place for something.

CHAPTER TWO 

THEORETICAL FRAMEWORK AND LITERATURE REVIEW

PRIVATIZATION 


All over the world the public service as a matter of experience has not been for their capacity to create wealth. Consequently, public enterprises have usually been perceived as drainpipes fro government budget, thus, creating strains and affordable burden on the economy. It becomes imperative therefore to disengage the public sector from those area where the private sector has comparative advantages t perform, while letting the state concern itself with the provision of infrastructure, security and enabling environment for business to thrive through enhanced wealth creation.


It is important to observe for many developing countries like Nigeria, it was perhaps avoidable for the government, in an earlier period of national development. When the private sector was almost non-existent, unfortunately, the government got herself so involved in the business that could best be tackled by the private sector, that the government could no longer perform her traditional functions [the provision of infrastructure and security through the maintenance of law and order as well as promotion of enabling and conducive environment for investments and wealth operations] effectively. This issue brought about privatization.


Privatization was one of the radical methods thought for turning the state owned enterprises [which failed to maximize greater goods or did so at high cost and ran government into sever fiscal problems making loans difficult to raise both home and abroad around.


It is the transfer of government owed shareholding in designated enterprises to the private shareholders, comprising individuals shareholder, comprising individuals and corporate bodies.


According to Hayabu – Deen, “privatization is the process by which government equity is either partly or wholly transferred to the private investors. Privatization could be viewed as being involved in redefining the role of the state from those activities which are best done by private sector with the overall objective of achieving economic efficiency. Following the poor performance of public sector in the economic of both developed and developing countries, in alternative policy sector in the economics had to be introduced.


This is why government had to privatize he establishments/enterprises privatization deals with partial reduction of total withdrawal of government interest in public enterprises for the private sector ownership. It is pertinent at this junction to distinguish privatization from commercialization.


Commercialization means organizing public sector enterprises to make them profit and free from being own by government subvention. Furthermore, government is not responsible for the securities when they raise fund from capital market. Commercialization differs from privatization in that the running and ownership is transferred to private sector.


In early 1980s, two major committees had earlier been instituted to evaluate the performance of parastatals. The first was Onosode Commission of [1982] under Shagari’s administration. The school, being Alhakin committee [1984] under Buhari, both recommended privatization and commercialization of some parastatals. This was because government investment of these enterprises was becoming too much [D.N. Ike] 1993.

in the Nigerian context, five methods were used for the privatization process.

Public offer for sales of shares.

Private placement

Sale of assets.

Management buyout and 

Deferred public offer.

Public offer for sales of shares: This involves situation whereby the shares of the enterprises are offered to the public through quotation in the capital market.

The public is intensively involved in this, anybody can become a shareholder in this situation. This process is not restricted to the rich or citizen only.

The shares are sold to everybody both Nigerians and foreign co-owners of the companies. The law [privatization and commercialization Act 1999] guiding the programme make sure that no single person can own more than 1% of the shares in any of the companies.

Also efforts are being made to ensure that Nigerians from opportunity by getting money from their banks, employment to buy the shares.

Private placement: This occurs in cases where majority shareholders could not be persuaded to make a public offer of shares even where the enterprises fulfil the listing requirements of the stock exchange. In this case, the shareholders are private or individuals consulted to buy them that is in other words it is not offered to the public.

Sale of Assets: The sale of assets methods was used on cases where the affected enterprises could not be sold either by public offer of shares or by private placement of shares because such enterprises had poor track record and their future outlook was considered bleak, such enterprises were liquidated and their assets will be sold to the public through public tender.

Management Buyout: Under this method, the entire or substantial part of the assets of the enterprises will be sold to be workers. It will be then, left to them to so as to organize and manage the enterprise.

Deferred Public Offer: This is used for enterprises, which although considered viable, if sold, by shares would realize revenues which would be less than the real values of the underlying asset of the affected enterprises.

THE NIGERIAN CAPITAL MARKET


The capital market can be defined as the market for medium and long-term funds for business activities. It is not a market for physical goods where buyers can examine the products where decide whether the quality meets their specification and requirements, rather it is a market where buying and selling are carried out by representation.


Capital market operation can be segregated into two broad categories:

Those operations taking place in the primary market: A primary market is the market for new issues but government and companies are free to raise capital market for investment in the primary market. This is a market where a company that is already quoted or least has support applied for listing can raise fund by issuing new shares.

Those operations taking place in the secondary market: A secondary market is a market where existing securities are traded openly on the floor of the stock exchange. Capital market operations are normally registered or licensed and some of the recognized participants and institution of capital include the security and exchange commission [SEC].

The Nigerian Stock Exchange which is the self regulatory organization [SRO] 

Commercial and Merchant banks, development banks e.g. NKOB, NACB etc.


Stock broking firms [authorized dealers] institutional investors e.g insurance companies, investors trust etc.


As the merchant banks and commercial banks are the main players in the money market while the CBN is the regulatory authority. The main players in the capital market are the issuing houses and the stock broking firms while the Nigerian Stock Exchange [NSE] provided partial regulation.


The Nigerian stock market represents a small but increasing proportion of the Nigerian economy. Although the equities market is still some what illiquid, it has witnessed an appreciable level of attributed to the following three factors.

Investors are more aware and sophisticated their investment decision making.

Availability of more research information about the opportunity and viability on the market.

improvement in the efficiency of market procedures and facilities which has greatly enhanced and clearing and settlement of transaction.

Presently, the Nigerian stock exchange operation and regulation of the capital market, complementing the statutory responsibilities of the securities and exchange commission [SEC] as the sold exchange in the country.


The Nigerian stock exchange was established in September 1960 as Lagos stock exchange. It became the Nigeria stock exchange in 1977, so far, six branches/trading floors have been established on different parts n the country, in 1961, the branch in Lagos was opened, Kaduna [1978], Port Harcourt [1980], Kano [1989], Onitsha February [1990], Ibadan August [1990], Lagos is the head office of the exchange.


The Nigeria stock exchange was incorporated in September 1960 as private limited company but re-registered in 19990 as a company limited by guarantee.


It is a self-regulatory organization marketing and enforcing rules for operators in the Nigeria capital market. In the listing requirement of the NSE, any form wishing to join the first tier security market must have a trading record of five years and the amount she can raise from the NSE is limitless depending on the borrowing power of the company and the number odf the shareholders should not be less than 500. furthermore, these are benefits accrued to being quoted on the Nigerian stock exchange [NSE].

PRIVATIZATION AND CAPITAL MARKET


The government of Nigeria outlines the objectives of privatization to include improvement of the efficiency and reliability of the operations of the companies, reduction of their dependence on the national treasuring for operations, promotion of the share ownership by Nigeria citizens in productive investment which inter to where owned wholly or partially by the federal government and lastly to deepen and broaden the Nigerian capital market


Adam, [Avendish and Misty [1992] contented that successful privatization and capital development re mutually reinforcing.


They argued that, whilst privatization can make a major contribution to the deepening of equity markets a positive outcome from concurrent implementation of the privatization programme and capital development by no means automatically assured. Another major concern relates to the links between privatization of public enterprises and stock market privatization holds a special place in the stock market operation for three reasons.


First, it provides the additional listing to the stock market.


Secondly, the floatation through privatization helps to inject life into the market.


Thirdly, it gives diversity measure of market to the stock market, furthermore, since people cannot invest in capital projects with short loans, they will either medium or long-term loan for achieving this aims. This is why those intending to establishment or short capital projects need capital market. [Goddy Ibm, the former president of the Nigerian stock exchange].

THE NIGERIAN STOCK EXCHANGE AND THE PRIVATIZATION PROCESS


The crucial role of the stock exchange in any modern price market, for existing securities without this “secondary market” for securit8ies, it would be difficult in first instance to convince potential investors to purchase the securities of a company’s or government when they are offered fresh to the public. In other words, the success of a primary market issues of securities, as in the privatization programme, is enhanced by the fact that buyer can resort to the secondary market [as represented by the stock exchange] should such investor decide to dispose off those securities. It is the characteristics that enable the NSE play the role, it has always played in the Nigeria’s privatization process.


The NSE has demonstrated its role in the government Indigenization Programme [1972] and the initial privatization [1988-1993]. The exchange helped ensure smooth transfer of ownership from foreign shareholders to Nigerians and also accomplish a more equitable distribution of holdership.

THE ROLE OF THE EXCHANGER IN THE CURRENT PRIVATIZATION


In the current phase of the privatization programme, it has an enhanced role to play for the successful implementation of programme.


This is because of the huge capitalization of many of affected companies which calls for a far more complex privatization process, then was hither to the case. In the above context, the role of the exchange begins with the granting of quotation to the affected enterprises and in so doing.

Provides a secondary market for the shares of the privatized companies.

Facilitate the distribution of privatization issues through a wide network of dealing member.

Promoting investor production, this comprises the prevailing mechanism for ensuring fair play between investors and the company and the stockholders.

Ensure effective post-privatization monitoring of affected companies. As quoted companies, the privatized enterprises will be subjected to post listing requirement of the NSE. This reminds corporate management of their obligations to the investing public and the companies they administer.

Given the magnitude of investments in the utilities scheduled for privatization on the NSE, the involvement of foreign investors in an imperative for successful privatization. This could be achieved through direct share purchased by offshore investors and foreign listing of affected companies among others. These could be applied to privatization of the utilities and big enterprises like the NITEL and NEPA.

In conclusion, the stock market has been seen as the only body that can actualize privatization. Because privatization involves accessing capital. It is therefore linked to the capital market of which stock exchange is a leading [the Nigerian Stock Exchange 2000].

A CRITICAL EVALUATION OF THE ROLE OF THE CAPITAL MARKET IN THE PRIVATIZATION IN NIGERIA


The capital market, no doubt has very significant role to play in the privatization process. This is why it is important to examine how the capital market helped in ensuring the success of the first phase [1988 – 1992] of the privatization process.


By 1985, there were over 300 federal government enterprises excluding the state government parastatals with investment in excess of N23 billion. In real terms, the federal government returns on those investments were not more than 2%, when the rate of return in the private sector averaged 15%. The public enterprises [PES] have been consulting significant proportion of government revenue and contributing to growing fiscal deficits.

In Nigeria, a part from the need to contact the role of the public sector in direct production of goods and services encourages competition and induce efficiency in resources allocation, the public sector itself was finding it itself was finding it increasingly burdensome to cope with the financial requirements of sustaining its efficient enterprises. The enterprises tended to perform poorly, both in terms of output a financial return on capital. The downturn in the economy, especially in the early 1980s, following the crash of the world oil market and the drastic fall in the revenue derived there from made continuous budgeting allocations to PES unsustainable, especially as government had provided for their capital and recurrent expenditure. These factors provided a strong case for the privatization and commercialization of public enterprises in the context of the deregulation programme.

PRIVATIZATION OF PUBLIC ENTERPRISES IN NIGERIA

A major rationalization of public enterprises in Nigerian began in 1988 with promulgation of privatization and commercialization decree No. 25 of 1988.

The aim was to reduce public sector ownership and control through privatization and commercialization [which was set up to achieve a success privatization for the first phase] used the five sale method earlier discussed for the public offer for sales shares, a total of 35 public enterprises were privatizes and over 1.5billion shares were privatized through private placement, 26 through sales of assets, through management buyout and 4 through deferred public offer. As at 1993, when the exercise stopped, a total of 89 enterprises were privatized, with 21 remaining. The proceeds from the exercise amounted to N3.66 billion.

Those privatized included commercial and merchant banks, sea travels, motor/vehicle assembly, cement, hotel and tourism, textiles, insurance firm, production and distribution, flour milling, cattle ranches, construction and dairy farms. 

The development banks, steal rolling mills, fertilizer firms, paper mills, sugar and salt companies were not privatized.

AN EVALUATION OF THE PRIVATIZATION PROGRAMMES IN NIGERIA


Through the significant role played by the capital market in the privatization programme, the following have been achieved.

Realization of N3.66 billion as capital gains from the sale of public enterprises assets.

Reduction of the public enterprises by 89, the private enterprises no longer get subventions from the federal government but now pay tax to government.

A total of 280 directorship positions were relinquished by government in private enterprises reducing the scope of government control over enterprises.

The privatization has expanded the Nigeria capital market as the aggregate share capital rose from about N8 billion in 1992 to N52 billion in the first quarter of 1994. the programme also increase the number of investors by 800,000.

To conclude this part, it will be worthy to mention that the first phase concentrated on small and medium sized enterprises, leaving the major ones whose privatization would have made positive impact on the economy. The privatization of energy production and distribution would for example reduce efficiency in those sectors, boost supply and have a salutary effect to the economy as a whole.


According to Dr. Mrs. Noli Okereke – Onyiuke Director General of the Nigerian stock exchange, the capital market looks to an early passage of 2202 Appropriation Bill and a sustainable implementation of privatization programme, especially as it affect NITEL P.C. The downstream sector, the Nigeria Electric Power Authority [NEPA] and NICON among others.


The stock exchange on its part purposes to achieve full remote access to the trading engine with dealers able to trade from their offices in any part of the globe.


AV – SAT equipment facilitates this objective has been installed in Lagos and final arrangement is being made for the Transition to pull remote teaching as soon as possible later this years [Nigeria Stock Exchange 2001].

CHAPTER THREE

RESEARCH METHODOLOGY 

RESEARCH DESIGN


The non-parametric nature of this work has made me to use the survey design during which sizeable number of people were interviewed such include top management officials workers an financial houses and establishments.

POPULATION SAMPLE

The population samples considered in this study include the aforementioned categories of people i.e. for management officials and workers in financial houses.

SAMPLE FRAME

Having taken into consideration the constraints, scope, size and limitations involved in selecting samples which are appropriate for a study of this nature, the researcher has therefore decided to use the convenience sampling method for the research, it is believed that this method could not make the selected samples less useful to the study. In this method the criticism for selecting the sampling unit is based on the convenience of the sample. However, the sample unit must be from the sample population.

SAMPLE SIZE

The researcher has limited the sample size of financial institution. These institutions are selected from population sample and they include:

Commercial banks

Insurance companies 

Development banks

The Nigeria Stock Exchange

TYPES AND SOURCES OF DATA


The data analysis of this study is made up of primary and secondary data.


The data are collected by the sue of the questionnaire, the questionnaire is designed along the times of a structural and closed instruction.


Responses were designed mainly to solicit for opinion without prejudice.


The questions were designed in a pattern that respondents have the answers to questions directly or indirectly as the questions tend towards what its known to be the fact.

ANALYSIS OF QUESTIONNAIRE


For the purpose of quantitative analysis, the alternative opinion of respondents has been assigned numerical value 5, 4, 3, 2, 1 respectively for example.


Do you think the role played by the capital market has improved the privatization process?   Yes [   ] 
No [   ]


The aim of the above question is to ascertain the improvement of the privatization or what extent the capital market has improved the privatization process.

ACTUAL FIELD WORK


The data obtained was through the primary source of data acquisition by using questionnaire. As face to face approach interview was adopted and also these questionnaire were sent to potential respondents on subsequent days.

METHOD OF DATA ANALYSIS 


For the purpose of the study two statistical techniques were being used. The first is by tabulation of responses with the use of simple percentage analysis. The second is the use of chi-square questions.

Definition of Chi-square [X2]

It is a measure of the discrepancies of a given data.

Chi-square [X2] statistics is X2 = E1 [O1 -  E1]2







E1 
Where O = Observed frequencies 


E = Expected frequencies

CHAPTER FOUR

PRESENTATION OF ANALYSIS OF DATA 

PRESENTATION OF DATA 


In the chapter, the researcher is going to critically analyze and present the gathered information inform of data on the research study “the role of capital market in the privatization process, the Nigerian experience”.

SECTION A: PERSONAL DATA PRESENTATION 

TABLE 4.11 Sex Questions 

	Sex 
	No of responds 
	Percentage [%]

	Male 

Female 
	50 

10
	83

17

	Total 
	60
	100


Source: Field survey 

TABLE 4.13: Marital Status Questions 

	Sex 
	No of responds 
	Percentage [%]

	Single 

Married 
	15 

45
	25

75

	Total 
	60
	100


Source: field survey 


From the analysis of the data shown in table 4.13 above it is observed that 25% of the respondents were single while 75% were married.

TABLE 4.14: Educational Qualification Questions

	Educational qualification  
	No of responds 
	Percentage [%]

	Secondary 

OND/NCE

B.SC/HND

M.SC and above 
	2

8

30

20
	3

13

50

34

	Total 
	60
	100


Source: field survey 


From the above, it can be seen that 3%, 13% of the respondents had secondary and OND/NCE education respectively, while 50%, 34% had B.Sc/HND, M.Sc education respectively.

SECTION B: QUESTIONNAIRES PRESENTATION 

TABLE 4.15 Statistics Of Response To Questionnaire

	No of Questionnaire  
	No completed and returned 
	Percentage completed [%] 

	80
	60
	75


The methods adopted in this analysis were:

Discipline

The use of chi-square 

QUESTION ONE 


Has the capital market facilitated the sales of privatized public enterprises?

	Decision variable 
	No of responds 
	Percentage [%]

	Yes

No 
	45

15
	75

25

	Total 
	60
	100


Source: field survey 


From the above data in the table 75% of the respondents were of the view that the capital market has facilitated the sale of shares of privatized public enterprises, while 25% view of the respondents were in the contrary.

QUESTION TWO 

Are you interested in buying shares of privatized public enterprises?

	Decision variable 
	No of responds 
	Percentage [%]

	Yes

No 
	45

15
	75

25

	Total 
	60
	100


Source: field survey


From he above date in the table 75% of the respondents are ready to purchase shares of privatized public enterprises, while 265% were not ready to purchase.

QUESTION THREE 

What stimulated you interest in the purchase of privatized public enterprises shares?

	Decision variable 
	No of responds 
	Percentage [%]

	Capital market 

Government 

Advert 
	40

18

2
	66

30

4

	Total 
	60
	100


Source: field survey


From the above capital market stimulates people interest in the purchase of privatized public enterprises more than government adverts and friends as their percentages are 66% and 4% respectively.

QUESTION FOUR 

Do you think increased activities in the capital market have facilitated the privatization process?

	Decision variable 
	No of responds 
	Percentage [%]

	Yes

No 
	38

22
	63

37

	Total 
	60
	100


Source: field survey 


From the data on the above table 63% of the respondents were of the view that the increase in the activities of the capital market has facilitated the privatization process, while 37% of the respondents were on the contrary.
QUESTION FIVE 

Has the privatization process improved the economy of Nigeria?

	Decision variable 
	No of responds 
	Percentage [%]

	Yes

No 
	47

13
	79

21

	Total 
	60
	100


Source: field survey


From the above, 79% of the total respondents are of the view that the Nigeria economy has improved due to the privatization process, while 21% are on the contrary.

QUESTION SIX 

Do you think that the Nigerian stock exchange [NSE] has a role to play on the privatization process?

	Decision variable 
	No of responds 
	Percentage [%]

	Yes

No 
	52

8
	86

14

	Total 
	60
	100


Source: field survey


From the above 86% of the respondents are of the opinion that the Nigerian stock exchange has a role to play in the privatization process while 14% the respondents are not in agreement.

QUESTION SEVEN 


Do you think that the role played by the Nigerian stock exchange has effect in the development of Nigerian economy/

	Decision variable 
	No of responds 
	Percentage [%]

	Yes

No 
	39

21
	65

35

	Total 
	60
	100


Source: field survey


From the above 65% of the respondents were of the view that the role to be played by the Nigeria stock exchange has effect on the development of Nigeria economy while 35% are not.

QUESTION EIGHT 


Is there any need for further improvement of the capital market?

	Decision variable 
	No of responds 
	Percentage [%]

	Yes

No 
	53

7
	88

12

	Total 
	60
	100


Source: field survey


From the table the respondents that are of the view that there is need for further improvement of the capital market is 88% of the total respondents, while 12% are of the view that the capital market need not to be further improved.

QUESTION NINE

Do you think that the privatization of public enterprises will lead to mass unemployment? 

	Decision variable 
	No of responds 
	Percentage [%]

	Yes

No 
	20

40
	33

67

	Total 
	60
	100


Source: field survey


From the above data in the table 33% of the respondents believed if public enterprises are privatized it will lead to mass unemployment while 68% are of the view that there is not going to be mass unemployment.

QUESTION TEN


To what extent do you think that privatization will increase you gross domestic product?  

	Decision variable 
	No of responds 
	Percentage [%]

	Below 50%

Above 50% 
	4 

10

64
	6

16

78

	Total 
	60
	100


Source: field survey


The data in the above table show that 6% of the respondents have the view that privatization will increase the gross domestic product below 505 while 16% and 78% of the respondents are of the view that the increase will be 50% and above 50% respectively.

QUESTION ELEVEN 


Do you think privatization of public sectors will improve the capacity utilization of Nigeria economy?

	Decision variable 
	No of responds 
	Percentage [%]

	Yes

No 
	40

20
	66

34

	Total 
	60
	100


Source: field survey


In the above table of the 60 respondents, 40 of them believe that privatization will increase the capacity utilization of Nigeria economy while 28 of the respondents representing 34% of the respondents stand contrary.

QUESTION TWELVE 


Will privatization of public enterprises lead to any social and economic benefit to the country, Nigeria?

	Decision variable 
	No of responds 
	Percentage [%]

	Yes

No 
	45

15
	75

25

	Total 
	60
	100


Source: field survey


From the above table, 75% of the respondents are of the view that privatization of the public enterprises will lead to social and economic benefits to the country while 25% of the total respondents are in the contrary.

QUESTION THIRTEEN

Do you think management of the Nigeria stock exchange has a positive effect on the role of the stock exchange in the privatization process?

	Decision variable 
	No of responds 
	Percentage [%]

	Yes

No 
	50

10
	83

17

	Total 
	60
	100


Source: field survey


From the above you can see that about 83% of the total respondents are of the view that management of NSE has a positive effect on the role of the exchange on privatization while 17% are of the contrary view.

QUESTION FOURTEEN 

Has the privatization process widened your prospect of investment?

	Decision variable 
	No of responds 
	Percentage [%]

	Yes

No 
	35

25
	58

42

	Total 
	60
	100


Source: field survey


From the above data, 58% of the respondents had their investment prospects widened through the privatization process, while about 42% of the 42% of the total respondents are not.

QUESTION FIFTEEN 

Do you think the role played by the capital market has improved the privatization process?

	Decision variable 
	No of responds 
	Percentage [%]

	Yes

No 
	41

19
	78

22

	Total 
	60
	100


Source: field survey


You can see from the above table that 78% of the total respondents are of the view that the role played by the capital market has improved the privatization process, while 22% of the respondents were on the contrary.

HYPOTHESIS TESTING 

HYPOTHESIS TESTING ONE 

Null Hypothesis [H0]

The capital market has not played any role in the privatization process.

Alternative Hypothesis [H1]

The capital market has played any role in the privatization process.

STATISTICS OF DECISION VARIABLE COMPANY EXECUTIVES AND WORKERS.

	Decision variable 
	Company executives 
	Worker 
	Total

	Yes

No 
	O1
20

8
	E1
16.3

17.7
	O1
15

17
	E1
18.7

13.3
	O1
35

25
	E1 

35 

25 

	Total 
	28
	28.0
	32
	32.0
	60
	60


Source: Field Survey 

Expected frequency [E1] = Row total X column total 






Grand total 

Using the observed and expected frequency as shown above, we can compute X2 test based on the acquired data.

X2 = E[O1 – E1] 2

    E1

X2 = [20 – 16.3]2 + [15 – 8.7] 2 + [8 – 11.7] 2 + [17 – 13.3] 2


  16.3

    18.7
     11.7 
       13.3

X2 = 0.8300 + 0.7321 + 1.1701 + 1.0293

X2 = 3.7714

Degree of Freedom [r –1] [c – 1] = [2 – 1] [2 – 1] = 1


Degree of freedom at 10% level of significance table of X2 = 2.71


The calculated values X2 is greater than the table 3.7714 > 2.71.


Hence we reject the null hypothesis and accept the alternative hypothesis. Therefore, we can not conclude that the capital market has a role to play in the privatization process.

HYPOTHESIS TESTING 

Null Hypothesis [H0]

Privatization of public enterprises [PES] has social and economic benefits to the country.

Alternative Hypothesis [H1] 

Privatization of public enterprises [PES] has social and economic benefits to the country.

STATISTICS OF DECISION VARIABLE COMPANY EXECUTIVES AND WORKERS

	Decision variable 
	Company executives 
	Worker 
	Total

	Yes

No 
	O1
20

15
	E1
14.6

20.4
	O1
20

5
	E1
16.5

8.5
	O1
40

20
	E1 

31.1 

28.9 

	Total 
	28
	28.0
	32
	32.0
	60
	60


Source: Field Survey

Expected frequency [E1] = Row total X column total 






Grand total 

Using the observed and expected frequency as shown above, we can compute X2 test based on the acquired data.

X2 = E[O1 – E1] 2

    E1

X2 = [20 – 14.6]2 + [20 – 16.5] 2 + [15 – 24.4] 2 + [5 – 8.5] 2


  14.6

    16.5
       20.4 
           8.5

X2 = 1.997 + 0.712 + 1.441 

X2 = 5.609

Degree of Freedom [r –1] [c – 1] = [2 – 1] [2 – 1] = 1


Degree of freedom at 5% level of significance table of X2 = 3.84


The calculated values X2 above is greater than the table value. That is 5.609 > 3.84. Hence we reject the null hypothesis and accept the alternative hypothesis. Therefore, we can now conclude that the privatization of public enterprises [PES] social and economic benefits to the country. 

CHAPTER FIVE 

SUMMARY, CONCLUSION AND RECOMMENDATIONS

SUMMARY


The capital market is responsible for the successful conduct of a privatization process in any country apart from disseminating information, the market also as the center fro the transaction of the shares offered for sale to generate funds for the enterprises to be privatized.


Since the capital market deals in medium and long-term capital it is the only resort through which capital project can be financed.

This is why the capital market is indispensable in a successful privatization programme. The Nigerian capita market is not new in the privatization of some enterprises earlier than now and the result contributed positively to the development of the economy.

Presently, the capital market is fully prepared for the current privatization programme especially through the computerized nature of operations of the floor of the capital market.

CONCLUSION 

The role of the capital market in privatization so far has been to serve as a platform for the participation of large number of small and big investors in the distribution of shares of the enterprises being revitalized, if the authorities of the Nigeria capital market are given the chance and the autonomy the impacts of the privatization process will be felt in the economy. For example, the public enterprises and public utilities decree of 1999 stipulate that no individual should obtain more than 10% of the total shares available.

This will help in preventing a group of people or the rich concerning the shares to be sold. Other measure should be taken to encourage the capital market in achieving the goals in the present privatization.

RECOMMENDATION

The government should as a matter of urgency work hard to break the monopolistic power of the firms to be privatized. Government should ensure that there are other firms, which can favourably compete with the PES to be privatized. This will enable production of more quality goods at affordable prices. If firms cannot be set up to compete with some other firms to be privatized, monopolies must be regulated where required to avoid such enterprises charging extortionate rates for their services like NEPA should be allowed to negotiate with the consumer representatives on the price to charge per unit of her product.

Provision of alternative job should be taken into consideration, as there will also be the problem of some individuals loosing their jobs in the course of the privatization process. The government should try to create alternative jobs so that unemployment and crime rate is drastically reduced in the economy.

The idle labour in the public sector will disposed when taken by the privatize sector, instead of the lackadaisical attitude of the people in the public enterprises, the private sector will maximize their output and matching their wages or salaries with their output.

The current privatization is a method of re-enslaving the populace. The programme is expected to be privatized through the capital market and be a source of investment and revenue to the entire populace.

Everybody in the country, even students should subscribe for the shares of these enterprises because it is profitable investment. For instance, if we buy share today and inflation sets in, the returns becomes fatter and we become richer. Many had become millionaires through investment in shares.


At this juncture, I will like to suggest to state government to give special loans to her workforce to be able to invest in the current privatization process.
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APPENDIX 

This is a research work being carried out by……, a student. The questionnaire is designed to investigate the role of the capital market in the privatization process in Nigeria.


I kindly solicit you cooperation by responding truthfully and sincerely to all the questions asked. Your response would be appreciated and treated with utmost confidentiality.


Thank you.

SECTION A

Personal Data of Respondents 

Tick any of the boxes that corresponds with your status.

Sex:
Male [   ]
Female [   ]

Age:
12 –27 [   ]   29 – 30 [   ]   39 – 48 [   ]

Status: 
Married [   ]
   Single [   ]

Qualification: 
SSCE [   ]   OND/NCE [   ]   HND/B.SC [   ]  M.SC and above [   ]

SECTION B 

Please tick [(] or [   ] as the case may b on any of the option that gives you appropriate answer in the following questions.

Has the capital market facilitated the sales of shares of privatized public enterprises? 
Yes  [   ]
No [   ]

Are you interested in buying share of privatized public enterprises?      Yes  [   ]
No [   ]

What stimulated your interest in purchase of privatized public enterprises? Capital market [   ]    Government advert [   ]    Friends [   ]

Do you think increase activities in the capital market have facilitated the privatization process? 
Yes  [   ]
No [   ]

Has the privatization prices improved the economy of Nigeria?    Yes  [   ] No [   ]

Do you think that the Nigeria stock exchange has role to play on the privatization process?

Yes  [   ]
No [   ]

Do you think that the role played by the Nigerian stock exchange has effect on the development of Nigeria economy? 
Yes  [   ]
No [   ]

Is there any need for further improvement of the capital market?         Yes  [   ]
No [   ]

Do you think that the privatization of public enterprises will lead to mass unemployment? 
Yes  [   ]
No [   ]

To what extent do you think that privatization will increase the gross domestic product of Nigeria?   Below 50% [   ]      Above 50% [   ]

Do you think privatization of public sector will improve the capacity utilization of Nigerian economy? 
Yes  [   ]
No [   ]

Will privatization of public enterprises lead to any school and economic benefit to the country, Nigeria? 
Yes  [   ]
No [   ]

Do you think management of the Nigerian Stock exchange has positive effect on the role of the stock exchange in privatization process? 
      Yes  [   ]

No [   ]

Has the privatization process widened your prospect of investment?   Yes  [   ]
No [   ]

Do you think the role played by the capital market has improved the privatization? 
Yes  [   ]
No [   ] 

