THE POLICY OF PRIVATIZATION AND COMMERCIALIZATION OF PUBLIC ENTERPRISES IN NIGERIA: AN APPRAISAL OF TELECOMMUNICATION

Abstract 

It is because of social issues like economic inequalities, unemployment that made the state to interfere in economy of Nigeria. Government chose public sector as a means or medium for economic and social development due to poor managerial skill, weak technological base etc, this enhanced the zeal to establish various enterprise institutions in Nigeria. Then, due to inadequate capital and lack of finance, public enterprises in Nigeria are confronted with many problems by the employees, managers and political interference in affairs of public enterprises. The project title is the policy of privatization and commercialization of public enterprises in Nigeria: An appraisal of telecommunication. The problems are; is political interference and mismanagement of resources responsible for the poor performance of public enterprises in Nigeria? Could policy of privatization and commercialization enhance the efficiency of public enterprises? Structural-functional theory is used as suitable framework of analysis for the policy of privatization and commercialization of public enterprises in Nigeria. The researcher reviewed some relevant textbooks, also used the secondly method of data collection. He found out that privatization is seen as means to harness economy or as measure to increase efficiency of the public sector or organization. Also, the privatization and commercialization has improved the potential, the efficiency and service delivery in Nigeria by making telecommunication easily accessible and affordable. These are the recommendations; as the privatization is in the hands of few individuals government should ensure that before granting the license or opportunity, they should examine and select the competent people who will handle private enterprises and not people of questionable character. The only thing left is for government to hands – off from those enterprises as advocated in the current or present privatization and commercialization exercises.
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Chapter One: General Introduction 

1.1
Background of the Study


The importance for the establishment of public enterprises or corporations was felt in 19th Century and there after. There were a lot of upheavals in European society because of industrialization and urbanization. Social issues like unemployment and economic inequalities necessitated state intervention in economies. Britain is widely referred to as the father of public enterprises.


A good number of African Countries chose the public sector for economic and social development. This account for the reason why many more functions like industrial production, transport, social services, communication etc were assigned to the state in addition to its traditional functions like security, justice etc.


Despite the several exercises of Nigeria economic policies to promote agriculture, industries and other activities, government still depend on monoculture commodity (oil) which failed to provide good capital investment and development due to weak technological base, poor managerial skill etc. This promoted or enhanced the desire to establish various enterprises and massive establishment of government agencies and institutions. 1979 constitution of Nigeria described the official operating of these enterprises and public servants they managed as well as private enterprises. After reviewing the performance of the Nigeria Railway Corporation in 1967 the commission that carried out the exercise recommended that corporation should have an Executive Board whose Chairman would also be the Chief Executive.


The government enterprises require constant financial backing for the smooth running. Due to inadequate capital and lack of financial autonomy public enterprises in Nigeria are confronted with a lot of problems, by managers and employees, government interference, inadequate capital, technological limitation, and political interference in the affairs of public enterprises in Nigeria.


Since monoculture economy cannot meet the demand or generate large sum of revenue to run the economy or by public enterprises, the government seeking ways to reduce the rapid increase of bad economy by adopting policy to boost our economy.


Privatization and commercialization policies are adopted by federal government as a remedy to problems that emanated from public enterprises. There are economic policies which grant full autonomy to public enterprises so that they can operate without government subvention, control and interference which ultimately resulted in efficient provision of service and high productivity that contribute to national growth and development. Although, these two concepts have identical goals and purpose, that is provision of efficient services to the public, high productivity and profitability, yet, they are different in nature and character.


The Federal Government of Nigeria in (1988) through Decree No. 25 set up the Technical Committee on Privatization and Commercialization (TCPC). The TCPC was charged with the responsibility of privatization and commercializing some selected government enterprises. The main reason was to promote greater efficiency and productivity in the public enterprises.

1.2
Statement of Problem

Public enterprises were established by the Federal Government especially in the 1960s and early 1970s when the public sector was seen as a major contributor to economic growth and socio-political stability. The public enterprises of Nigeria set up by government to perform definite social and economic functions for the public.

The functions that informed the establishment of these public enterprises are to control the resources and raise funds for the provision of certain infrastructure facilities particularly in service requiring heavy financial investment e.g. Railway, Electricity, Telecommunication etc. also, to perform the function of generating revenue that will add for financing development programme and projects as veritable instrument for creation of jobs.

Therefore, since those functions are not performed, creditable, or efficiently privatization and commercialization policy is introduced by Federal Government of Nigeria. In identifying the problems militating against their performance, the problems are stated clearly below:

(1)
Is political interference and mismanagement of resources responsible for the poor performance of public enterprises in Nigeria?

(2)
Could policy of privatization and commercialization enhance the efficiency of public enterprises?

(3)
Does the privatization and commercialization improve the potential, the efficiency and service delivery in Nigeria telecommunication?

1.3
Objective of the Study

There are some certain aims and objectives for which the researcher embarked on this work such as:

(1)
 To ascertain if political interference and mismanagement of resources is responsible for poor performance of public enterprises.

(2)
To ascertain if privatization and commercialization could enhance performance of public enterprises.

(3)
To discover if the privatization and commercialization of public enterprises has improved the efficiency of service delivery.

1.4
Significance of the Study

The importance of any research is tied to find out solutions to the various problems that face mankind in the environment or society. The study creates awareness to every citizen of this country and economic planners on the implications of these privatization and commercialization of the public enterprises in Nigeria economic development. 

It helps policy makers to assess the performance of NITEL following the privatized and commercialization policy. It helps researchers on contemporary issues have first-hand knowledge of the performance of privatized and commercialized public enterprises. 

1.5
Literature Review 

There are various kinds of opinions by many scholars on activities of privatization and commercialization of public enterprises. The federal government has restated its commitment to the privatization programme saying that it would not allow obstacles to make it change its focus.

Ukwu (1982:87) said that the perennial problem of public enterprise arise from the composition of the Board and its relationship with management. In particular, the conflict between the chairman and the chief executive himself usually a direct appointee are appointed for reasons of political patronage rather than any contributions they are capable of making to enhance performance.

Ugoo .E. Abba (2008 : 248) argued that some public enterprises whose establishments are hinged on regulatory philosophy have also not lived up to standard. Due to endemic corruption in these enterprises, officials collect bribes and truncate their primary reasons for establishment.

But in the words of Chief Olusegun Obasanjo (1999) in his assessment of the decline in Nigeria’s public enterprises asserts that these enterprises suffer from fundamental problems of defective capital structure, excessive bureaucratic control or intervention in appropriate technology, gross incompetence and mismanagement, blatant corruption and crippling complacency which monopoly engenders.

Excessive ministerial control and political interference according to Ogunna (1999:246) defeat the primary objective of living-off public corporations and therefore, are anti-thetical to effective performance.

Ryndima et al (1980:45-55) dealing on the political economy of surplus argued that for there to be an increase on productivity or output commonly known as “surplus value”, there will be intensified exploitation of the workers in the public corporations”. These measures can be lengthening the hours of work, were these can measure up; there are other ways of getting their desired objective, example by speeding up work (production) over time and underpayment of workers.

In the words of Ogunna (1999), the poor performance of public enterprises in Nigeria can be approached from the perspective of inadequate financial and material resources, poor management, corruption and lack of continuity of public corporation boards.

On the other hand, the civilian governments of first and second republic appreciated the need for the policy of privatization and commercialization, which was reflected in the various panels to that effect which they established.

Ollor (1986:4) was in support when he said that given the economic recovery objective of government “privatization will relieve the financial burden of government and release fund for it to use in other areas.

General Abdusalami Abubakar (rtd) came to power in June (1998), he continued with the policy with much more vigor and planned to privatize or at least commercialize all public enterprises which he believed would not only salvage the ailing public enterprises, make them more effective, but would in addition, provide enormous funds to government for other public services.

Obadan hints that the enhancement of efficiency should be the primary objective of a privatization programme. This is because maximum efficiency will bring more sustained gains, which can then be distributed to a wider segment of the society.

Lewis (1994:178) supports the view of efficiency, that the private sector is to be more efficient, more productive and more profitable. In short, privatization according to him would increase government revenues and cut down or eliminate waste and unnecessary bureaucracy.

Nellis (1999) in Obadan 2000:19 agreed with above assertion by saying that in empirical terms, various assessment of privatization outcomes, particularly in the industrial and middle-income countries have concluded that privatization leads to improve performance of private companies and that privately owned firms outperforms “state owned firm”. He posits that increasing evidence also shows that privatization yields positive result in lower income and transition countries as well.

Guislain (1997:173) is of the view that the move for privatization is that most government find themselves facing deep budget deficits and public finances crisis”. The state no longer has the financial resource either to offset the losses of state-owned enterprise (SOEs) or to provide the capital increases necessary for their development. Thus, emphasizing that privatization is the answer as most of SOEs are deeply involved in corrupt practices that have depreciated its values, to achieve the basic requirement expected of it. 

The Director General, Bureau of Public Enterprises (BPE), Dr. Christopher Anyanwu said that government would hinder it from meeting its privatization objectives.

He listed the objectives of the privatization among other things to include the restructuring and rationalization of the public sector in order to lesson the dominance of unproductive investments, beside, privatization was targeted at raising funds for financing social-economic development in areas such as health, education and infrastructure.


General Ibrahim Babangida’s administration was the first to take concrete steps towards privatization and commercialization of some public enterprises.


Having reviewed some books on administrative and management problems of public enterprises and possible ways of reformative measures and the cause of these problems that have engulfed these public enterprises especially from the external and internal factors and also having reviewed some books and articles on these privatization and commercialization policy has been detrimental to the poor in the society. Let us now attempt a review of some books and articles that see privatization and commercialization as an exploitative tool in the hands of ruling class and its foreign allies.


Nnoli .O. (1981:4) historically, introduced the issues of initial rationale why government involved in business activities, that those reasons should not be sacrificed at alter of bourgeoisie inclined profit maximization. He contends because public parastatals was only peripheral to the interest of the foreign capitalist conditions of work in it particularly the wages were attractive than in the private companies with a consequent lowering of workers moral and productivity. That the public sector should not be blamed for its inefficiency because at the dawn of independence, change has occurred in public sectors, most of its activities were performed by private contractors and their failure is the success of the private sector. 


Another article assessed the different dimensions of which privatization and commercialization have been viewed by various scholars. I think the programme from the on set had no clear focus. The government was not really sure what it wanted from the programme and consequently the TCPC itself did not know where its true mission was. They never knew whether their mission was raising money for the government or sharing of the national cake.


Furthermore, Bala (2004) found out that the privatization in Nigeria has been able to replace the public monopoly with private monopoly. However, the major impact of the reform has been in the area of increased competition and efficiency. These were evident in the telecommunication, petroleum and banking sectors.


According to Garba on Vanguard, Thursday, September 10, 2009, today, the world has virtually become a global village in terms of communications and doing business is gradually shifting from boardrooms to individual homes, courtesy of teleconference. In view of these developments, two countries are looking up to you the experts to ensure that their relations are boosted by the content innovative trends in Telecommunications.


Mr. John Odey, the Minister of Environment (2009) said although the telecommunications industry had impacted positively on the economy and lives, it should not be allowed to hamper people’s health and environment. We must balance the social, economic and environmental aspects of our developmental areas.


Kalu (1999) contributed that as at the end of 2005, over 10 enterprises have been privatized while over 30 enterprises have been commercialized. For example, National Electric Power Authority (NEPA), now Power Holding Company of Nigeria (PHCN), Nigeria Telecommunications Limited (NITEL), now Nigeria Telecommunication Plc etc.

According to Federal Government of Nigeria (1993), the long term goal of a telecommunication enterprise is not only to be self financing but also to generate a reasonable return on investment and provision of digital exchanges; transmission links, gateways, and cellular telephone system all over the country.


Amechi argues that with the Nigerian belief which holds that government enterprises are nobody’s property every one inside and outside then strives to loot them and no one preserves them. He argues that privatization is a step fighting this ugly trend.

1.6
Theoretical Framework 

According to Ogban-Iyam who sees theory as a set of interrelated concepts that are used to explain, describe, interpret and predict the relationship between phenomena or variables. Theory helps to provide us with a way of looking at the real world.

Here, Structural – Functional theory is used as suitable framework of analysis for the policy of privatization and commercialization of public enterprises in Nigeria. Structural – Functionalism as a theoretical framework is intended to explain the bases for maintaining order and stability in society and relevant arrangement within the society. This theory originated in the biological and medical sciences. It was adopted as a mode of analysis in sociology and anthropology as evidenced in the work of Emile Durkhim and Talcott Parson. It was developed for political analysis by Gabriel Almond, S.P Verma who stressed that structural-Functionalism involves two main concepts, such as structures and functions. Structure refers to the arrangements within the system which perform the functions. Also, structure is the way in which the parts are connected together in order to be arranged or organized.  Function has been defined by Merton Robert as those observed consequences which make for the adoption or adjustment of a given system. According to Oran Young function is generally defined as the objective consequences of a pattern of action for the system in which it occurs.

The basic assumption of the structural functional framework is that all system have structures which can be identified and these structures perform functions within the system necessary for its persistence. It refers to the structures that are found in any system and functions performed by structures. Thus political system is defined as the various structures and institutions in the society that perform political functions or that bear on political decision – making policy. Eme Awa (1976) clearly defines political system as “the peculiar structures in any particular system performing political functions”. 

In analysis, there are three branches or structures of government such as legislature, executive and judiciary. The structure can be analyzed from three main levels as person, institution and subsystems. The whole of structure is analyzed into parts – each dealing with a particular sphere of activities for instance political, economic and social subsystem.

Therefore, structure of government lead to substructure. It is government and their bureaucracy makes rules, administering, adjudicating and formulated those economic policies through legislature and implemented those policies by the executive for economic growth of the country. Substructure is the basis of analysis of this research work. It studies the economic laws or policies governing the production and distribution of material benefits on human society at the various stages of its development. It is by means of productive activity that he is able to obtain the economic means that he needs to sustain life.  Functions have their parallel in three branches of government perform important functions.

If the economic structure such as Industries, Nigeria Telecommunication Limited, Power Holding Company etc which are established by the government are well organized and harmonized, also their various functions are performed smoothly there must be well stable economic development in public enterprises. This theory can achieve purpose of privatization and commercialization, if the Government makes use of it and apply it to the various structures of government or substructure to perform effective functions for smooth running of government activities which enhance economic growth of Nigeria. Take for instance, Telecommunication which is privatized brought about positive change in Telecommunication sector and contributed in economic development of the country.

In application, all political systems are therefore to perform two basic functions such as input and output functions. Privatization and commercialization of telecommunication of public enterprises (Input) are demand from government, the legislature and other organs of government help to process some of the demands that have reached the system in which certain functions should be performed and give out or allocate values by means of the “Output” Law or policy.

Structural – Functionalism according to Marxist concept of substructure; superstructure is wholly determined by the substructure. The argument perhaps appears to be that the economic sphere is omnipotent and that the individual consciousness is prisoners of material forces. Also, functions must be related to the structure of society. All other activities in the society revolved around economics, both social and political activities are based on economic activities.

1.7
Hypotheses

According to learner’s dictionary hypothesis is an idea or explanation of something that is based on a few known facts but that has not yet been proved to be true or correct.

Therefore, based on the nature of this work the researcher possesses the following hypotheses to guide the study.

(1)
Political interference could affect the efficiency or performance of public enterprises.

(2)
The policy of privatization and commercialization could enhance the efficiency of public enterprises.

(3)
The privatization and commercialization has improved the potential, efficiency and service delivery in Nigeria by making telecommunication easily accessible and affordable.

1.8
Method of Data Collection/Analysis 

The researcher makes use of secondary sources of data collection and it involves Journals, Text books, Newspapers, Magazines etc.  

The method of the data analysis was content analysis. The various data correction were edited, it involved objective, systematic and qualitative description.

1.9
Scope of the Study

The scope of this study is limited to the activities of privatization and the commercialization of public enterprises in Nigeria which was enhanced as a result of the inadequacy and failure surrounding its activities and programmes to the public which are the major benefactors of the services been rendered by these public corporation. It is limited to 1985-2009.

1.10 Definition of Concepts

Privatization: Privatization is the policy of selling off public enterprises to individuals, groups and organizations; they should operate under the principle of profitability, effectiveness, efficiency and viability than in public interest.

Commercialization: Commercialization is a policy in which government grants full commercial status to corporations which enable them to operate strictly under business principles and practices without government control or interference and exercising absolute financial autonomy.

Public Enterprises: According to Ogunna (1999), who sees public enterprises as enterprises set up by government to perform definite social and economic functions for the public .

Telecommunication: According to Oxford Learner’s Dictionary telecommunication can be known as the technology of sending signals, images and messages over long distances by radio, mobile phone, satellite etc.

Political Interference: It can be defined as a situation whereby the government or leaders are in control of the affairs or activities of the public for their own interest.  
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Chapter Two: Origin of Public Enterprises in Nigeria
2.1
Origin and Development of Public Enterprises in Nigeria.



In most countries of the World particularly the developing ones, the decades following World war II (Particularly, the 1960s and early 1970s) witnessed a massive intervention of the government influence in the economies of these countries by establishing Public Enterprise (PEs), State-Owned Companies (SOCs). Public enterprises were seen as veritable tools for achieving national social-economic development. Thus, since the 1950s, successive governments have used public corporations and state-own companies as tools of public intervention in the development process. This was eloquently stated in the Nigerian Second National Development Plan.

Their Primary purpose is to stimulate and accelerate national economic development under conditions of capital scarcity and structural defects in private business organizations. There are also basic considerations arising from the dangers of leaving vital sectors of the national economy to the whims of the private sector often under the direct and remote controls of foreign large scale industrial combine.

Consequently, the PEs, especially in developing countries, became active in the sectors such as manufacturing, construction, finance, service utilities, transportation, agriculture, natural resources, et cetera. The organization and functioning of Public Enterprises vary from one country to another.


It is important to note the organization and functioning of public enterprises vary in some important respects among countries world wide.


The history of public corporations in Nigeria dates back to 1897 when the Lagos colonial administration by ordinance established the Lagos Race Course Management Board to run, regulate, manage and develop the race course on the Lagos Island. After independence, many public corporations have been established by government. They include: National Television Authority (1962), Nigeria Defense Industries Corporation (1964), Nigeria Airways, Nigeria Produce Marketing Company Limited, etc.


The first generation of state enterprises in Nigeria was established along regional lines. Public enterprises were motivated by the need for regional governments to control the resources in their regions. The Northern Region in 1962 formed the New Nigerian Development Company (NNDC) with its Headquarters in Kaduna the regional capital of the North. The western Region established the Odua Investment Company (Odua’s Group) a holding Company with head office in Ibadan, its regional capital. The Eastern Region established the Eastern Nigeria Development Corporation (ENDC) in 1960. Each of these was a holding company with subsidiaries in real estate, banking, agriculture, insurance and transportation. The regional state enterprises drew their initial capital from state coffers and received regular government subventions. Sub-regional interests vied for positions of responsibility in the management of regional enterprises.


Competition among regional investment institutions was political rather than economic. Performance were secondary, the appointment of board members and management teams was a means of political patronage. Since the regimes needed their enterprises as conduits for public funds for political patronage and personal enrichment the subvention continued to flow to grossly under performing state enterprises.


There were two reasons why the oil industry in Nigeria became a symbol of national control. In the early 1970s, the oil industry was regarded as too particularly strategic to be left in the hands of the private sector and civil war was fought for the control of oil wealth (1967-70). The quest for full control of the oil industry led to the merger of Nigerian National Oil Corporation (NNOC) with the Federal Ministry of Petroleum in 1978 to form the Nigeria National Petroleum Corporation (Decree No 33 of 1976). The creation of NNPC made the Federal Government owner, the manager, marketer and auditing officer in the all important oil industry.


It was then in 1975 that Nigeria’s military leader, General Yakubu Gowon was quoted as saying that money was not the country’s problem but how to spend it. The Abeokuta Iron and steel plant was started in 1975 with the Soviet Union as technical partner. Four more (Aladja, Osogbo, Katsina, and Jos steel Rolling mills) were added to the list of about 800 Federal Government Commercial Enterprises in various sectors with over 1533 branches nationwide. This was in addition to 32 federal ministries, 125 parastals, 24 Federal Universities and 61 special institutions and research centres. The investments extended from agriculture, banking, and insurance, transportation to hotel management, housing and publishing.


Despite the large investments, virtually every sector of the Nigerian economy was still import dependent. Several years after public enterprises have served as platforms for patronage and the promotion of political objectives and consequently suffer from operational interference by civil society and political appointees. Public Enterprises (PEs) have also contributed to income redistribution in favour of the rich over the poor, who generally lack the connections to obtain the job contracts or the goods and services they are supposed to provide. Nearly half of all the revenue made from the sale of crude oil between 1973 and 1999 went to public enterprises.


A number of public commissions – wages and salaries review commissions headed by Simeon Adebo (1969), Jerome Udoji (1973) Gamaliel Onosode’s presidential commission on parastatals (1981) and Al-Hakin in 1984 – had undertaken various studies on the performance of public enterprises in Nigeria. Their findings were consistent in revealing that Public Enterprises were infested with abuse of monopoly powers, bureaucratic bottlenecks, mismanagement, corruption and nepotism.

2.2
Justification for Public Enterprises

There are several justifications for public enterprises such as:-

State ownership of some enterprises is seen as means of employment creation in a situation where the private sector of the economy offers very limited employment opportunities.

Public enterprise is seen as a veritable instrument of plan implementation, especially, in a country where the private sector appears weak.

State controls of key profitable enterprises enable it to generate revenues that will add to available national capital for financing development programmes and projects.

Establishment of public enterprises by the state enable it to pursue objectives relating to social equity which the market would ignore, notable among which is prevention, the concentration of wealth or the means of production, and exchange in the hands of few individuals or of a group.

The paucity or in some cases absence of indigenous private sector that can undertake to provide certain infrastructural facilities, particularly, in services requiring heavy financial investment e.g. railway, electricity, ports and labour, airways, et cetera. Under the circumstance, direct government control may be required to ensure that prices are not set above the cost of providing such services. 

It is important to note that public enterprises, particularly in developing countries, Nigeria precisely, are until recently crucial in their quest for national economic development and self-reliance.

2.3
Financing and Control of Public Enterprises in Nigeria
Financing of Public Enterprises: It requires adequate funding in order to be efficient and effective. There are two main sources of funding Public Enterprises such as internally generated revenues and funds from external sources.

Internally Generated Revenues: These are revenues generated internally by Public Enterprises from trading surpluse, taxes and dividends, earnings from sales of goods and services after payment of employed capital. The amount of revenue derived internally by Public Enterprises is usually small due to the fact that they are not primarily established to make profit. Furthermore, government controls over Public Enterprises tariffs and prices constrains their capacity to make profits.

External Sources: External sources of funds are the government, national financial institutions, local private entrepreneurs and international sources.
Government Sources: Public enterprises derive different kinds of funds from the government. They include:
(1)
Capitalization Funds: These are funds provided by the government in order to meet the needs of Public Enterprises in terms of equipment, plant, and running capital.

(2)
Grants: Public enterprises receive various grants from the government. Grants can be statutory or special. Special grants are given for specific projects or activities, where as statutory grants also referred to as subventions, are regular and mandatory.

(3)
Loans: given to them by the government to ease their financial management problems or to assist them in specific project or interventions that are of special interest to governments.

(4)
Subsidies: These are funds given to Public Enterprises to assist them offset the losses they incurred due to the following reasons: Government control of tariffs, prices etc.

(5)
Equity: This is a situation whereby Government in its capacity as a share holder in a joint venture, contribute to the capital of the enterprise or to increase its share.

Private Entrepreneurs: These are external sources of funding for public enterprises. They do this through equity (share holding) or contractor finance. Contractor funding is a situation whereby a private entrepreneur funds a particular project. For a Public Enterprise (eg a building and is refunded later along with agreed interest).
National Financial Institutions: Public Enterprises derive their revenues from financial institutions in the form of either equity or loans. For instance, principal institutions that have share in mixed economy enterprises could increase their shares in the enterprises.
International Source of Funds: Public Enterprises also received their external funding from international sources, such as foreign private sector, international development agencies, and in some cases, foreign government.
In conclusion, public enterprises rely mainly on external sources of funds than on internal sources; especially on government funding.

Control of Public Enterprises: There are two ways of controlling public enterprises such as:

Due Process Procurement: This is where everybody is mandated to follow the due process in the awarding of contract.
Periodic Investigatory Commission: This is a way of controlling public corporations, commission of inquiry are sometimes inaugurated by the government to probe the affairs of corporations.
(i)
The Rationale for Government Participation in Business


There is no general consensus as to the level of participation of government in the business. Nigeria is often referred to as a mixed economy because there is both government and private participation in business such as:

Quest for Additional Revenue: This is a reason for government participation in business. This quest for additional revenue is justified in order to enable it pursue its obligation to provide goods and services to its citizens.
Provision of Employment: The establishment and sitting of state owned industries have sometimes been a function of government frantic efforts to promote and effect even development for the citizenry. 

To Curb Exploitation: The provision of goods and services by government owned enterprises is often considered to be the easier way to ensure that consumers are not exploited through shoddy production and high prices.

2.4
Problems of Public Enterprises in Nigeria 

Public enterprises in Nigeria are confronted with a lot of problems. These problems can be categorized under the following sub-headings:

(1)
Corruption and Mismanagement of Funds: These cases have characterized the public enterprises over the years. It is not a new thing to hear cases of misappropriation of enterprises and vandalisation of material resources by both managers and employees alike. This leads to lack of maintenance culture that has become almost a worm among public enterprises.

(2)
Political Interference: Political interference in the affairs of public enterprises has ruined many public enterprises in Nigeria. According to Ogunna (1999), the excessive ministerial control and political interference defeat the primary objective of “living off” public corporations and therefore, are antithetical to effective performance.

(3)
Financial Limitation/Inadequate Capital: Lack of financial autonomy including technological limitations and lack of adequate infrastructure are among the factors that influence the extent to which management can perform.

(4)
Lack of Specialized Competent Top Height Personnel: This can be attributed to the relative lack of fund and operational autonomy which hinders competent professionals from being hired and engaged in such organizations.



Professional experts would rather prefer to work in private organizations which are highly equipped with working tools and equipment, solidly funded and enjoying full operational autonomy and where their highly skilled labour would be well compensated for.



Finally with the operation of the public enterprises, managers are poorly motivated, badly paid; many decision makers are not decision making some factors have combined to reduce the cost of productive efficiency of public provision of goods and services.
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Chapter Three: Policy of Privatization in Nigeria 

3.1
History and Development of Public Enterprises in Nigeria.



Firstly, in the twentieth century, there were countries in the world (Eastern bloc) that promoted state ownership of the means of production while others (Western bloc) promoted private ownership of the means of production. A good number of countries practiced what was termed a mixed economy, that is, combination of public and private ownership of the means of production. Today, the received wisdom is that ownership of means of production is the only viable approach to efficient production of goods and services, economic growth and development.



Many countries of the world have embarked on privatization programme at different times. Chile introduced privatization programme in 1974. The United Kingdom implemented a rigorous privatization programme during the regime of Margaret Thatcher in the 1980s. The 1990s witnessed the implementation of privatization programmes in many countries of the former eastern bloc like Russia, Romania etc.



Secondly, Privatization in Nigeria was formerly introduced by the Privatization and Commercialization Decree of 1988 as part of the Structural Adjustment Programme (SAP) of the Ibrahim Badamosi Babangida administration (1985-93). One of the  main objectives of SAP was therefore to pursue deregulation leading to removal of subsides, reduction in wage bills and the retrenchment of the public sector ostensible to trim the state down to size. The Privatization and Commercialization Decree of 1988 set up the Technical Committee on Privatization and Commercialization (TCPC) under the Chairman of Dr. Hanza Zayya to privatize public enterprises and commercialize others. In 1999, the Federal Government erected the public Enterprises (Privatization and Commercialization) Act 1999 which created the National Council on Privatization.



The country has gradually realized that privatization appears to be the most viable and economically realistic means of guaranteeing the government’s desire for rapid and irreversible progress. The Bureau for Public Enterprises (BPE) Act 1999-carved up the privatization into three phases.



Phases 1 and 2, which involved the privatization of commercial and Merchants banks such as NAL Merchant Bank, Benue Cement Company, down stream Oil Companies such as Unipetrol Nigeria Plc, African Petroleum, etc.



Phase 3 is ear-marked for the larger state-owned enterprises including the NEPA, Nigeria Airways, Nigeria Telecommunication Plc. (NITEL), Federal Airport Authority of Nigeria (FAAN) etc. Privatization and deregulation is a reality in Nigeria today as a direct result of successive thrusts from the private sector which in turn has influenced government policy of deregulating major sectors of the economy over the years. These incentives have boosted the deregulation of other key sectors of the economy such as telecommunication, energy, transports and power generation.

3.2
Objectives and Forms of Privatization 

Objectives of Privatization: They are usually formulated by policy makers. Some relate to economic gains, while others emphasize socio-political gains. The objectives of privatization have been summarized as follows (Obadan 2000:21-22).

1.
General circulating new investment, including foreign investment.

2.
Reducing the administrative burden of government.

3.
Providing opportunity to introduce competition.

4.
Improving economic efficiencies against the background of public enterprises.

5.
Reducing government interference in the economy and promoting market force in the economic equity.

Forms of Privatization: There are four (4) main ways of making activity private, they are:

(a)
Deregulation: It implies transfer of control of state asset or activities to private control e.g. management contracts, leases etc.

(b)
Divestment: It means transfer of state-owned assets to private ownership or an enterprise may be liquidated or sold.
(c)
Displacement: Here, the government passively allows the private sector to expand, or engage in active promotion of private sector involvement in former public activities, including building, operate and transfers, and similar products.

(d)
Decentralization implies the shift of decision-making to agents operating in accordance with market indicators together with the introduction of private sector ownership and incentives (maintaining state ownership and ultimate control) such as performance contracts.

3.3
Necessary Conditions for Success of Privatization



Certain conditions must exist for the privatization programme to be successful. They are as follows:

Political Commitment: Experience of some countries show that lack of political commitment has ruined the privatization programme. To be successful the leadership must show a high level of commitment to it.
Transparency of the Privatization Process: Privatization requires a huge degree of transparency to succeed. The public needs to understand the process and see clearly that there is no corruption or favouritism.
Where there is perceived lack of transparency in the privatization exercise, there is likely to be popular outcry against it that can threaten the privatization programme.
Privatization is more likely to succeed where there exist appropriate structures, institutions, environment and policies. Privatization requires macro-economic reforms such as deregulation of the economy, trade liberalization and stabilization for it to succeed.

As Obadan (2000:80) observes, privatization “is easier to launch and more likely to yield financial and economic benefits in countries that encourage free entry and trade, offer a stable climate for investment, and have a relatively well-developed institutional and regulatory capacity”.

Adequate Communication and Public Information: For privatization to be successful, widespread publicity must be given to the exercise in order to create sufficient awareness about it among a large segment of the population.

The public enterprises are in the hands of private individuals in Nigeria due to ineffectiveness and inability to perform some certain functions which call for privatization and privatization policies that grant full autonomy to public enterprises so that they can operate without government subvention, control and interference which ultimately result in inefficient provision of services and high productivity that contribute to national growth and development. There are several rationales for privatization of state owned enterprises and they are summarized as follows:

(a)
Restructure the Economy: Anyanwu argues that privatization will help restructure the Nigerian economy, relocate public funds to efficient uses, create a self sustaining culture, attracts foreign investors, while goods and services will reflect real values.

(b)
Economic Recession: The Nigerian economy has been in a very poor state fro quite sometime now. The level of unemployment is simply unacceptable, food crises, poor infrastructure etc are all evidence of the economic decay which the nation has found itself in also, as a step to get out of this malaise, a solution has to be found on how to reduce wastes. Privatization is one of such solutions.

(c)
Development Fad: The entire world is moving towards capitalism. Capitalism is a market society where the economic decisions of what, where and how to produce are left for the market. This system frowns at state ownership of the means of production.



Therefore, the present privatization programme can be situated within the ambit of international capital development.

(d)
Improve the quality of the goods and services produced.

(e)
Foster the enterprise efficiency and its domestic and international competitiveness.

(f)
Maintain or create employment efficiency and development of the enterprises.

(g)
Enhancement of domestic investment and also promote foreign investment.

3.4
Process of Commercialization in Nigeria 

The Federal Government in 1988 through, Decree No. 25 set up the Technical Committee on Privatization and Commercialization (TCPC). The TCPC was charged with the responsibility of privatization and commercializing some selected government enterprises for greater efficiency and highest productivity in the public enterprises by granting both financial and management autonomy.

The Decree contained two schedules of enterprises. The first schedule contained those to be fully or partially privatized which means divestment by the Federal Government of all its ordinary share holdings in designated enterprises and divestment by the Federal Government of part of its ordinary share holdings in designated enterprises.

The second schedule contained enterprises that were slated for full or partial commercialization. This means that the enterprise will be expected to operate profitably on a commercial basis and be able to raise funds from the capital market without government guarantee. In both full and partial commercialization, no divestment of the Federal Government’s shareholding will be involved and subject to the general regulatory powers of Federal Government, the enterprises shall:

Fix rates, prices and charges for goods produced and services rendered.

Capitalize assets and 

Sue and be sued in their corporate names.

There are certain reasons for the failure of the programme such as:

Lack of Clear Focus: The programme from the on set had no clear focus. The government was not really sure what it wanted from the programme and consequently the TCPC itself did not know what its mission was. They never knew whether their mission was raising money for the government or sharing of the national cake.

(b)
Poor Strategy: The strategy adopted from the on set was placing a lot of emphasis on local investors thereby leaving out the foreign investors who would help in much needed foreign capital to resuscitate these ailing companies.

(c)
Improper Implementation: The TCPC implemented the programme very poorly. It used the same mode of privatization for all the privatized companies without considering the peculiar problems of each company.

(d)
Fragmented Shareholding Structure: The privatized companies had a highly fragmented structure. This is mainly because of section 7(6) of the privatization and commercialization Act which provides that in the event of over sub-scription, no individual shall be allowed to hold more than 1% of share of the privatized companies. This made government to continue its control of the enterprises as was the case prior to its privatization.

(e)
Politicization: The exercise like most things in Nigeria was highly politicized. The TCPC was mandated to ensure an even spread of the ownership structure of privatized enterprises, who ordinarily should be an economic programme, was turned into a political exercise.

Finally, government intends to use the privatization programme to reintegrate Nigeria into the global economy as a platform to attract foreign direct investment in an open, fair and transparent manner. In addition, the policy of privatization and its implementation in Nigeria has created some concern for civil society. If civil society organization in Nigeria can rise up to the above challenges, they would have made enormous contributions to the protection of the poor and the development of Nigeria.
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Chapter Four: An Appraisal of Telecommunication
4.1
History of Telecommunication in Nigeria. 

Telecommunications facilities in Nigeria were first established in 1886 by the then colonial administration. These were geared towards discharging administrative functions rather than the provision of socio-economic development of the country. Between 1960 and 1985 the telecommunications sector consisted of the Department of Posts and Telecommunications (P&T) in charge of the internal network and a limited liability company, the Nigeria External Telecommunications (NET) Limited, responsible for the external telecommunication services. NET provided the gateway to the outside world. Telecommunications development during this period was characterized by serious short-falls between planned targets and their realization, principally because of poor management, lack of accountability and transparency and low level of executive capacity.

Telecommunications department was split into Postal and Telecommunications Divisions. The later was merged with NET to form Nigerian Telecommunications Limited (NITEL), a limited liability company, while the Postal Division was reconstituted into another organization called the Nigeria Postal Service (NIPOST). The main objectives of establishing NITEL were to harmonize the planning and co-ordination of the internal and external telecommunications services, rationalize investment in telecommunications development and provide accessible, efficient and affordable services.

In 1998 the Ministry of Communications published the National Policy on Telecommunication under the President of the Federal Republic of Nigeria and Commander-in-Chief of the Armed Forces; Chief Olusegun Obasanjo, who then inaugurated a committee on telecommunications policy for Nigeria.

This approved National Policy on Telecommunications was launched in October 1999. The policy was generally well-received in order to promote the policy goals of total liberalization, competition and the private sector-led growth of the telecommunications sectors. The chairman of the National Council on Privatization (NCP), Vice President Atiku Abubakar inaugurated a 22 member Telecommunications Sector Reform Implementation Committee (TSRIC) on 1st February 2000, to enhance domestic and universal acceptability in the anticipated new environment. The committee was encouraged by the National Council on Privatization to review the policy.

4.2
Policy Objectives

The general objectives of the National Telecommunication Policy (NTP) are to achieve the modernization and rapid expansion of the telecommunication network and services. This will enhance national economic and social development and integrate Nigeria internally as well as into the global telecommunications services that should, accordingly, be efficient affordable, reliable and available to all. The rapidly changing nature of technology in telecommunications makes it difficult to set long term policy and medium term policy objectives.

Short-Term Objectives:
To develop and enhance indigenous capacity in telecommunications technology.

To ensure that the government divests its interest in the state owned telecommunications entities of Nigeria.

To review and adopt telecommunications laws in order to bring all telecommunications operators under the regulatory control of Nigeria Communications Commission.

To promote competition to meet growing demand through the full liberalization of telecommunications market.

Medium-Term Objectives 
To protect the integrity, defense and the security of the state and its citizens.

To encourage Nigerian telecommunications operating Companies to become global leaders in the industry.

To meet telecommunications service needs of the social, commercial and industrial sectors of the economy.

To create enabling environment.

To encourage domestic production of telecommunications equipment in Nigeria and development of related software and services.

4.3
The Structure of Nigeria’s Telecommunication Sector



Nigeria Telecommunications Industrial structure shall consist of the following components:

Government

Ministry of Communications

Nigeria Communication Commission

Telecommunication Service Providers

(a)

Government: The role of Government in the telecommunications sector includes; given overall direction for telecommunications development, ensuring policy consistency of telecommunications with other national policies and enacting necessary laws and taking other measures promptly in support of the National Telecommunications Policy (NTP).

(b)

Ministry Formulation: This Ministry formulates broad telecommunication policy such as proposing policy options and recommending to Government such measures as legislation, fiscal incentive etc, monitoring the implementation of government policy in the industry and establishing policies for promoting universal access to communications in Nigeria, representing Government on matters concerning regional and international organizations.

(c)

Nigeria Communication Commission: Empowered to perform some certain functions such as

Ensuring that public interest is protected.

Licensing of telecommunications operations.

Facilitating private sector participation and investment in the telecommunications sector of the Nigeria economy.

Promoting and enforcing a fair competitive environment for all operators.

(d)

Telecommunication Service Provider: There is a lot of Telecommunication Service Provider such as;

Cellular Mobile Service Provider (CMSP) permitted to provide mobile service.

Cable Service Provider (CSP) Permitted under relevant NCC Legislation to provide cable – related services.

[i]
Problems of Telecommunication in Nigeria

The problem of inadequacy of technical and engineering manpower is acute. The initial reason for privatizing of Government Enterprises is to create avenue for economic growth and development. Also, for creation of job opportunities for citizenry but in the long run the reverse is the case.

The essence of telecommunication is to make the world the global village through introduction of Global System of Mobile phone, internet etc. Nigeria precisely is for sound socio-political and economic growth or development but now it contributes to high level of corruption, illiteracy, and crimes such as armed robbery attack in Nigeria.

Therefore, those private companies are not performing perfectly. Government completely hands off will escalate some problems that affect the economic growth of the country while economy of Nigeria is regarded as mixed economy. There should be harmony of interest between private enterprises and public enterprises.

4.4
Privatization and Commercialization of Telecommunication in Nigeria. 



Nigeria Telecommunication sector was largely dominated by the Nigerian Telecommunications Limited (NITEL) which has the Nigeria External Telecommunication (NET). NITEL started business on January 1, 1985 and was commercialized and renamed Nigeria Telecommunication Plc in 1992. NITEL is a major operator in Nigeria’s Telecommunications sector. NITEL Services include the provision of Mobile Phones, Internet Services, and Mobile Communications etc.



Therefore, its main objective was to harmonize the co-ordination of the external and internal telecommunications services, rationalize investments in telecommunications development and provide easy-access efficient and affordable services.



NITEL has approved eight private firms to connect its switching systems so as to provide more lines. In 2000 the NCC awarded licenses for Global System of Mobile Communications (GSM) to NITEL, ECONET Wireless Nigeria Limited etc. The G.S.M technology has completely overshadowed NITEL’S land lines, that is the major aim of privatization of NITEL.



On 25th of February 2003, conference held and Mobile Telecommunication Network (MTN) was introduced in Nigeria. This was delivered by the then Minister of Communications Bello Haliru Mohammed. Other speakers that featured at the conference included Senator Liyel Imoke the then Special Adviser on Utilities to the President, Ernest Ndukwe the then Vice Chairman and Chief Executive of the Nigeria Communication Commission (NCC) and Nasir el Rufai. There are other Network Services like Zain, ETSALAT etc.



Today, some of public enterprises are in the hands of private companies such as Power Holding Company of Nigeria (PHCN) Mobile Telecommunication Network (MTN) Global Com etc, for socio-political and economic development of Nigeria. Privatization of Telecommunication in Nigeria plays vital role such as in transaction of business, creation of job opportunities, reduced stress and help in acquiring of knowledge.



Finally, privatization is the best option for the revival of Nigeria’s ailing public enterprises. The implication of the policy of privatization and deregulation in Nigeria must be a necessity for economic efficiency.
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Chapter Five: Summary, Conclusion and Recommendations

5.1
Summary:



In the chapter we explored the meaning and the main objective of privatization including, improving economic efficiencies against the background of poor economic performance of Public Enterprises, reducing government interference in the economy, reducing the administrative burden of government, providing opportunity for competition etc.



Generally, this research work was designed to analyse the implication of privatization and commercialization of public enterprises with an over view or special reference to Nigeria Telecommunication Plc.



In the year 1960s and 1970s public enterprises were regarded as veritable tools for achieving national socio-economic development particularly in the developing countries. It noted that public enterprises enjoy freedom in the management of their affairs.



It noted that the performance of public enterprises especially in Nigeria has been generally disappointing due to excessive political interference, absence of competitive environment, corruption and poor infrastructures.



The policy of privatization and are more efficiently and effectiveness strictly on socio-political and economic growth rather than public enterprises. The policy contributed a lot in improvement of productivity. Privatization was seen as a means of harmonization of economy or as a measure to increase efficiency of the public sector or organization.



It was seen that inefficiency of the most government enterprises were due to incompetent leaders or mal-administration and nonchalant attitude of leaders. 



Finally, the two most common forms of public enterprises reforms and commercialization were identified and discussed. Privatization is seen as solution to all these infectiveness and inefficiency of public enterprises.

5.2
Conclusion



In conclusion privatization has been seen as a means to get government interested in fostering a new division of labour between the public and private sectors in order to increase the effectiveness and contribution to development of both sectors. Therefore, the success of privatization should be judged not in terms of the sale, the price paid to government or expansion of enterprises sold but rather, on the basis of wealth.



It is very clear that we cannot exclude economic from politics and it is well-known that the basic problem facing public enterprises in Nigeria is control or management. This cannot be addressed through privatization. Honestly, the exercise reduces real income and encourages people in economic recovery.



As the Federal Government of Nigeria (FGN) 1993 also currently observed the primary agreement for privatization and commercialization is of course, that the efficiency and profitability of the investments will improve after the exercise. 

Therefore, the National Telecommunication Policy presents the policy objectives of the Federal Government of Nigeria in promoting the development and utilization of telecommunications infrastructure and services, accelerating the socio-economic and political development of the nation and enhancing the quality of life of the Nigerian citizens. The Federal Government of Nigeria is confident that if the policy is implemented citizens will reap the benefits of improved and affordable telecommunications as the engine of growth of national economy. 

Finally, it is work of government to restructure the economy of the country and harness the political and economic power. These exercises bring about competition from various private enterprises in Nigeria Telecommunications sector such as; Mobile Telecommunication Network, ETISALAT, Global COM, Zain, etc. Also, since those private enterprises have performed efficiently and effective, means of communication is very easy, cheap and the programme create job opportunities, economic development etc. 

5.3
Recommendations

This research work has analysed the reasons and rationale for privatization and commercialization on the citizens and on the productive efficiency of the public enterprises. The researcher suggested the following:

As the privatization programme are in the hands of few, Government should ensure that before granting the license or opportunity, they should examine and select the competent people who will handle private enterprises and not people of questionable character.

The necessity of telecommunication is to improve the low level of communication in the country. Government should provide enabling environment to all the thirty six states so that, there will be harmony of interest in different geographical location.

The only thing left is for government to hands – off from those enterprises as advocated in the current or present privatization and commercialization exercises.

Finally, the above recommendations are aiming to be considered and embarked on. The programme will enhance the economic stability and development. Also, reduce or exterminate the unequal distribution of resources. Since public enterprises are gradually replaced by private sector, it will bring more efficiency in the production or economic development.
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