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1.0 INTRODUCTION

he world is changing, and
with it our ideas about the
role of the state in eco-
nomic and social development.
Today’s intense focus on the
state’s role is reminiscent of an
earlier era, when the world was
emerging from the revenges of
World War Il, and much of the
developing world was just gain-
ing its independence. Then devel-
opment seemed a more easily
surmountable (and largely tech-
nical) challenge. Good advisers
and technical experts would for-
mulate good policies, which good
governments would then imple-
ment for the good of society.
State-led intervention empha-
sized market failures.and ac-
corded the state a central role in
corretting them. However, the in-
stitutional assumptions implicit in
this world view-were, as we all
realize today, too simplistic. Flex-
ibility to implement the policies
devised by technocrats was ac-
corded pride of place, account-
ability through checks and bal-
ances was regarded as an en-
cumbrance. :

In a few countries, things have
indeed worked out more or less
as the technocrats expected. But
in many countries, outcomes
were very different. Government
embarked on fanciful schemes.
Private investors, lacking confi-
dence in public policies or in the
steadfastness of leaders held
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back. Powerful rulers acted arbi-
trarily. Corruption became en-
demic. Development faltered, and
poverty endured. Over the last
century the size and scope of gov-
ernment have expanded enor-
mously. The pre-World War [l ex-
pansion was driven by, among
other factors, the need to address
the heavy toll on economic and
social system brought by the Great
Depression. Industrial economies
expanded the welfare state, and
much of the developing world em-
braced state - dominated develop-
ment strategies. The result was a
tremendous expansion in the size
of government worldwide.

In the 1950s, the government
of many developing countries were
actively involved in ownership and
management of companies. Many
economic planners had recom-
mended state ownership as an

-effective alternative to the free en-

terprise system to stimulate eco-
nomic growth. Following indepen-

- ance, and industry. The public
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dence, most Less Developed
countries embarked on develop-
ment strategies that included gov-
ernment ocwnership of enter-
prises, apart from its usual pres-
ence in utilities (gas, water and
electricity), transportation (rail-
roads, airlines, etc.) and commu-
hications. In countries like India,
Mexico and Nicaragua, public en-
terprise accounted for 80 per cent
or more of the value added in
manufacturing (World Develop-
ment Report, 1983).

Nigeria was no exception in
terms of the belief that the state
and public enterprises have a role
to play in the country’s develop-
ment efforts, the government in
conjunction with the Private sec-
tor, mostly foreign, directly in-
volved in areas ranging from the
production of foodstuffs to assem-
bling cars. The oil boom of the
1970s enabled the Government to
venture into “Ownership” and con-
trol of economic activities. The
Nigerian Enterprises Promotion
Decree of 1972 set the basis for
the Government’s extensive par-
ticipation in the ownership and
management of banking, insur-

sector played a dominant role in
the economy, accounting for al-
most half of the GDP and two-
thirds of modern sector employ-
mentin the 1970s. By 1980, there
were about 70 non-commercial
Federal parastatals. There were
also large numbers at the State
level. _

However, by the early 1980s
economic results showed that
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State Capitalism had failed to
achieve its objectives. The de-
reguiation movement set in mo-
tion by the Reagan Administration
in the United States appears to
have started a global trend of re-
storing the free enterprise spirit.
In Britain. the Thatcher Govern-
ment privatized some of its huge
government corporations includ-
ing British Gas, British Telecom
and British Airways (Redwood,
1987; Abromeif, 1989).
Privatization has also taken place
"lin other Western European coun-
tries (Vickers and Wright, 1988).
In Italy, as a result of changes in
economic policy, the state-owned
IRl group of companies was

formula was used to increase pri-
vate shareholding as part of a fi-
nancial strategy to rationalize the
business portfolio (corrias, 1990).

tries and Russia, there is a total
shift in ideological orientation from
Socialism/Communism to market
oriented system. Consequently,
many establishment formerly
owned and managed exclusively
by the State have either been
commercialized or Privatized or
are in the process of being priva-
tized. In Asia, after forty years of
Socialism, India has begun to re-
stare the free enterprise System
by removing many restrictions.
The people’s Republic of China
has opened its doors to the out-
side world and seeks”joint ven-
tures with privately-owned foreign
companies. It now allows private
ownership of business by its citi-
zens (Liu, 1997).

As in the 1940s, the renewed
focus on the role of the state to-
day, has been provoked basically
by the dramatic events in the glo-
bal economy, which has funda-
mentally changed the environ-

opened for privatization. The IRI -

In the Eastern European Coun--

ment in which states operate. The
global integration of economies
and the spread of democracy
have narrowed the scope for arbi-
trary and capricious behaviour.
Taxes, investment rules, and eco-
nomic policies must be ever more
responsive to the parameters of a
globalized world economy. Tech-
nological change has opened new
opportunities for unbundling ser-
vices and allowing a larger role for
markets. These changes have
meant new and different role for
government, no longer as sole pro-
vider, but as facilitator and regula-
tor. (World Development Re-
port, 1997).

When the Nigerian economy
entered a recessionary phase in
the 1980s, it was argued by policy
makers that government or public
enterprises must operate accord-
ing to the profit motive rule. Hence,
the structural adjustment
programme of the Government
set in motion a process for priva-
tizing and commercializing public
enterprises. Although this
programme has been imple-
mented to a reasonable extent, it
does appear that the government
lacks the will to pursue the remain-
ing aspect of the programme. This
paper seeks to discuss issues in

‘privatization in Nigeria with a view

to proffering policy options for the
new millennium. Accordingly, the re-
maining part of the paper is divided
into four sections. Section Il dis-
cuses theoretical issues, Section |
examines Privatization of the pub-
lic Enterprises in Nigeria. Section IV
contain policy options for the new
millennium. The study is summa-
rized and concluded in Section V.

2.0 PRIVATIZATION:
Theoretical Issues
Privatization can be defined as

the systematic transfer of appro-

priate functions, activities or prop-
erty from the public to the private
sector, where services (produc-
tion and consumption) can be
regulated more efficiently by the
market and price mechanism.
The end product of privatization is
thus a significant change in the re-
lationships between the govern-
ment and the private sector, with
the role or the level of involvement
of the state in the economy being
reduced, as more of the functions
get shifted to the private sector
{Kay and Thompson, 1986). Such
a reduction in the level of state in-
volvement will in turn relieve the
state not only of the burden of run-
ning the enterprises, but alsc re-
move the accompanying budget-
ary obligation (especially where
some of the enterprises are mak-
ing losses). Furthermore, once
enterprises are privatized they get
exposed to competition as the en-
vironment within which they oper-
ate changes significantly.

Thé enterprises are made 1o
face a different set of constraints,
requiring a reorganization of their
objectives and incentive struc-
tures to be in line with those faced
by their competitors. In addition,
the threat of bankruptcy becomes
very real.

At the theoretical front, there
are two major lines of argument
in favour of privatization. The effi-
ciency and the fiscal arguments.
The case for public ownership has
traditionally rested on consider-
ations of allocative efficiency. That
is, in the event of the market
mechanisms failing to produce
efficient outcomes, public owner-
ship may be the solution. in con-
trast, the case for privatization
basically rests on the incentives
and constraints that the market
provides to promote efficiency
within the firm - that is ‘technical’ |.
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efficiency. The former is based
on the tacit assumption that pro-
ductive efficiency will be satisfied
irrespective of the conditions of
ownership or competition. The
validity of this assumption is how-
ever restrictive:

(i) Allocative efficiency will be
violated in the absence of
technical or productive
efficiency. Thus, produc-
tive efficiency is a neces-
sary condition for alloca-
tive efficiency, while the
converse is not necessar-
ily true;

(i) There is a perception that
- public enterprises do not
behave in a cost-minimiz-
ing manner for a variety of
reasons. First, public
enterprises, unlike private
enterprises, do not have a
clear profit objective and
in the absence of profit
motive, there is no irncen-
tive to minimize costs.

The latter is reinforced by the
absence of the threat of bank-
ruptcy as the government is al-
ways there to bail out the public
enterprises in the event of finan-
cial crisis (Domberger and
Piggott, 1986). The second prob-
lem of public enterprises is their
openness to manipulation by poli-
ticians who may set non-com-
mercial objectives for the enter-
prises in pursuit of their political
agenda. Such political interfer-
ence can be extremely counter
productive, and can lead to gross'
inefficiency. Third, the incentive
structure confronting public sec-
tor management is often not com-
patible with the pursuit of produc-
tive efficiency, since typically, nei-
ther their earnings nor tenure are

directly linked to any measure of
performance. In addition, public
enterprise managers usually es-
cape the discipline of financial
markets, including the threat of
take-over. For political and social
reasons, public enterprises are
seldom liquidated. Instead, they
are cushioned by soft budget con-
straints and preferential access to
both domestic and foreign credit
(Galal, 1990). Furthermore, trade
unions in genéral, and public sec-
tor unions in particular, can be ex-
pected to put up stiff opposition
whenever new working practices
are proposed which, while en-
hancing efficiency, might also con-
tribute to job losses. Such a
stance by public sector unions has
often been supported by govern-
ment as a consequence of their
sensitivity to the unemployment
issue. As a result, public enter-
prises do not only suffer from over-
capitalization, but also suffer from
over-staffing making most of them
to persistently deviate from the two
key requirements for productive
efficiency - that is, that the mini-
mum quantity of any input to be
used to produce a given level of
output, holding all other input lev-
els fixed, and the requirement that
inputs should be used in a cost-
minimizing combination, which
can only be determined by refer-

ence to relative factor price

(Domberger and Piggott, 1986).
Advocates of privatization ar-
gue that the process restores in-
centives that promote productive
efficiency. The threat of bankruptcy
- which may be regarded as the
ultimate sanction on inefficiency -
is perhaps the most important. in
addition, private ownership in prin-
ciple, frees enterprises and their
management from political interfer-
ence in the decision making pro-
cess. By the same token, private

-agement from ownership typical

ownership takes away the advan-
tage of preferential access to
credit which the enterprise might
have enjoyed under the public
ownership.

However, Kay and Thompson
(1986) stressed that privatization
on its own is not a necessary and
sufficient condition that guaran-
tees maximum productive effi-
ciency. The efficiency gains can
be blunted by the lack of competi-
tion in the product markets and
the separation or divorce of man-

of large corporations. The satis-
fying behaviour of hired manage-
ment becomes ever more prob-
lematic when privatized firms
have dominant positions, which
make them potentially profitable,
and where management discre-
tion to pursue less than maximum
efficiency is greatest. Under such
circumstances, the threat of bank-
ruptcy becomes minimal. This
leaves the threat of takeover,
which exists under private as op-
posed to public ownership, as the
only constraint on the satisfying
behaviour or “managerial slack”.
When owners are dissatisfied with
the manner in which their enter-
prises are managed, they will dis-
pose of their shares, and as
shares get sold the valuation ra-
tio (the ratio of the firm’s stock
market Value to its accounting
Value) of the firm will drop, thus
increasing the probability of take-
over. In this way, private owner-
ship and the capital market impose
a constraint on the management's
satisfying behaviour (Domberger
and Piggott, 1986; Galal, 1990;
and Truu, 1992).

Competition in the product mar-
ket and capital market pressures
thus enhance productive efficiency
within privately owned enterprises.
For its part, competition punishes
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persistent under - performance by
making the threat of bankruptcy
real, while capital market pres-
sures ensure that if management
is not successful in averting a
downward performance trend, it
will be dispiaced through takeover
long before the firm has reached
the point of no return. Privatization
or divesture thus internalizes the
benefits from and the cost of own-
ership. It substitutes interested
owners, for uninterested bureau-
crats, thus motivating the new
owners to devise more effective
mechanisms to ensure the profit-
ability and to maintain the long-
term Value of their firm (Galal,
1990). ‘

In a large-majority of countries
where privatization has been
implemented, the need to ease
the fiscal burden imposed by pub-
licenterprises or to generate rev-
enue to finance the deficits has
been cited as a major justification.
Most often, the need to privatize
state-owned enterprises arises
from the conflicts between ex-
panding demands for government
expenditure on the one hand, and
of restricting the tax burden on the
other.

State enterprises, privati-
zation, and fiscal policy interact in
various ways. On one hand,
losses by state enterprises are
part of the fiscal problem and fis-
cal crisis push privatization toward
the top of the policy agénda. More-
over, fiscal crisis itself usually im-
pedes attempts to control state
enterprises and their losses by
weakening the state’s administra-
tive and monitoring capacities,
strengthening centrifugal tenden-
cies within the state and exacer-
bating bureaucratic conflict.
Lastly, investment by state enter-
prises is a prime target for bud-
get cuts and without investment

the quality of products, infrastruc-
ture, and services quickly deterio-
rates. These tarnish the image of
the enterprises and increase pub-
lic support for reform and
privatization. A fiscal crisis is a
major determinant of, if not a nec-
essary condition for the decision
to privatize (Pinhero
Schneider, 1295).

On the other hand, privati-
zation is perceived to be part of the
fiscal solution. The proceeds from
enterprise sales can be treated as

. capital revenue or loan repayment

in the government accounts,
which will lead to a once-and-for-
all reduction in the fiscal deficit,
assuming that the sale price ob-

. tained is greater than the net in-

come generated for the goverm-
ment by the enterprise in the year
of the sale. The change in the defi-
cit, however, may not necessarily
reflect a fundamental change in the
fiscal policy stance. To gauge such
a change, an analysis of the in-
come flows and changes in the
government’s net worth arising
from privatization is necessary
(Hemming and Miranda, 1991).
The fiscal impact of priva-
tization thus, depends on a num-
ber of factors. It depends on the
value of the assets sold, produc-
tivity changes resulting from the
transfer of ownership, and the way
the government uses the proceeds
from the sale of the public assets.
The sale of public enterprises does
not always lead to revenue gains
to the state. For example, consider
a simple case where the price paid
by the buyers for an enterprise is
equal to the discounted stream on
net revenues the government
would receive under public own-
ership. If the change in ownership
leaves efficiency, profitability and
income taxes unaffected, andif the
public enterprise imposes no bur-

and

‘ship. Moreover, productivity and

den on the government budget,
then privatization would simply
change the government’s liquid-
ity position, but not its wealth. In-
stead, the government would
have substituted liquid assets for
equity. Under those circum-
stances, privatization would have
no impact on the fiscal budget in
the long-run.

There are, however, instances
where the neutrality of divestiture |
do not hold. First, when buyers
expect that they can improve the
profitability of the enterprise, they
may be willing to pay a price higher
than the discounted stream of
profits that the enterprise would
have received under continued
public ownership. The second in-
stance relates to enterprises that
make losses, and thus impose a
financial burden on the govern-
ment. Third, in the event of a gov-
ernment faced with fiscal imbal-
ances there may be pressure on
it to use the proceeds fo retire
some of the debt to reduce bud-
get deficit (Galal, 1990).}
Privatization will thus have a
favourable effect on the fiscal bud-
get where one or more of these
conditions are obtained. However,
these expectations may not ma-
terialize. The government may fail
to secure a price that exceeds
what the Treasury would receive
under continued public owner-

profitability gains may not be
reached if the privatized firm op-
erates in a monopolistic set up.
However, privatization coupled
with deregulation may be in direct
conflict with the objective of maxi-
mizing the sale value of the pub-
lic enterprise. The expected prof-
itability of a privatized enterprise
is likely to decrease with the re-
duction in or the elimination of
barrier's to entry (Domberger and

]
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Piggott, 1986). A protected mo-
nopoly is likely to attract more buy-
ers and generate higher revenue
than an enterprise that either
faces actual or potential competi-
tion. If the government continues
to protect the enterprise subse-
quent to privatization, some of the
economic gains of privatization
may never materialize.

Most sociai analyses gloss
over the revenue benefits of
privatization which shouid not, in
their opinion, be a primary objec-
tive. For instance, World Bank
(1992) opined that “the economic
benefits of privatization are maxi-
mized when governments make
improved efficiency the number
one goai”. Thus, maximization of
revenue should not be the primary
consideration. Indeed, both the
IMF and the World Bank are un-
ambiguous in down-playing the
fiscal benefits of privatization, even
though their debtor governments
adopt the policy to demonstrate
their commitment to stabilization
(see World Bank, 1992; Heller,
1990; Mansour, 1988).

3.0 PRIVATIZATION OF THE
PUBLIC ENTERPRISES
IN NIGERIA

One of the major elements of
Nigeria’s structural adjustment
programme (SAP) was the en-
couragement to rationalize and
privatize public sector en}‘erprises.
The public enterprises sector con-
sist of about 100 enten:‘i‘rises at
federal level. These enterprises
are spread over agriculture, min-
ing, manufacturing, transport,
commercial and other services
activities. As at 1986, government
investment in this sector was over
N23 billion (N8 billion in equity and
N15 billion in loans). According
to the Government, the annual re-

turns are less than N500 million.
Under Structural Adjustment, pub-
lic enterprises were classified into
five broad categories; those which

© are to be;

a) fully pf‘ivatized;

b) partially privatized;

c) fully commercialized;

d) partially commercialized,
e) public institutions.

The Privatization and Com-
mercialization Decree No. 25 of

1988 earmarked sixty-seven com-

panies for full privatization, eleven
for full commercialization, fourteen
others for partial commercializa-
tion and forty-three for partial

‘ privatization.

The Technical Committee on
Privatization and Commercializa-
tion (TCPC) became effective in

1989. In 1992, the Programme of

Privatization and Commercializa-
tion was modified slightly. The Fed-
eral Government reversed the ear-
lier policy of maintaining its hold-
ings in commercial banks and de-
cided to offer its equity investments
in these banks to the public. By the
end of 1992, a total of 1.12 billion
shares with a market capitalization
of N4.73 billion was offered for sale
to the Nigerian public.

inthe 1991 budget speech the
then President noted: “Itis gratify-
ing to note that the vast majority of
those who purchase shares of
privatized enterprises were in fact
low-income people, who also pur-
chases the bulk of the share of-
fered for sale”

The above statement is con-
tentious, in the first instance what
percentage of the total shares is
owned by low income earners?
What about the almost 60 - 70 per
cent of Nigerians who live in the
rural areas and have no access to

such facilities? In any case, as a
result of rapidly declining real
wages, most low-income workers
do not even have enough for the
basic necessity of life let alone
acquiring shares. Consequently,
to conclude that ownership of
shares is being liberalized is not
correct. For several reasons in-
cluding political and selfish inter-
est, the privatization of key public
utilities in Nigeria appear to have
lost steam between 1991 and
date. However, in 1997 the Fed-
eral Government admitted that, for
over 20 years, government has
been investing in projects that
were exclusively meant for the pri-
vate sector. These investments
were in the form of loans from
multilateral institutions, the inter-
national capital market, as well as
internally generated revenue. The
door was shut to private foreign
investments. The anticipated im-
provement in living standard in
1997 can only be realized with
growth through invesiments. In
view of the relative dearth of in-
vestment resources in the coun-
try, itis imperative that every step
be taken to improve the resource
mobilization and resource utiliza-
tion. The government further noted
that in view of the problems of
Management and efficiency of key
public enterprises, government
has in the past few years consid-
ered the desirability of commer-
cialization and privatization of
some of these enterprises. Dur-
ing 1997 the ground work previ-
ously started will continue and a
wide range of consultation will be
undertaken. Government is inter-
ested to ensure effective and effi-

" cientmanagement of these enter-

prise and the nation gets maxi-
mum benefit in the form of man-
agement and resaources.. (FGN,
1997).
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Despite the above announced
policy intent by government in
1997, the expected groundwork
for privatization did not material-
ize. Consequently, the govern-
ment further articulated its posi-
tion on this issue in the succeed-
ing year thus:

Government has now re-
solved to commence the
privatization of public enterprises
in 1998 in line with the vision 2010
programme. Governmentdesire
is to ensure effective and efficient
management of public enter-
prises so that the nation can get
maximum benefits from the re-
sources so committed. Govern-
ment is aware of the anxiety that
the privatization exercise has gen-
erated and is determined to en-
sure that the gains of the exercise
for Nigerians as a whole outweigh
whatever josses may occur.

In particuiar, the government
declared that she intended to use
the privatization programme to
develope a wider business own-
ership and stimulate the compe-
tition necessary to ensure effi-
ciency in the system. Conse-
quently, the government adopted
the guided privatization approach.
This involves privatizing one en-
terprise at a time so that the les-
sons of experience will be used
to improve upon the programme.

In practical terms, the govern-
ment indicated that she will invite
some core/strategic investors
with the relevant expertise, par-
ticularly technological and mana-
gerial capability, to participate in
the ownership of the enterprise
with a specific shareholding. Gov-
ernment was to retain 40% of eg-
uity in the enterprise to be priva-
tize, while 20% of the shares were
to be sold to Nigerians. Further-
more, the government categori-
cally stated that “government en-

terprises in telecommunicatiomss
electricity, Petroleum refining,
Petro-Chemicals, coal and bitu-
men production, and tourism de-
velopment, will be privatized in the
first phase of the programme.
(FGN, 1998)

in the 1999 budget, the govern-
ment admitted that NEPA could not
be preferred for privatization in

1998 as proposals on how this in-

tegrated monopoly is to be broken
up into its constituent functional
entities (generation, transmission
and distribution) and the new laws
and regulations (including a regu-
latory commission) for the sector
are being examined (FGN, 1999).

From the above account, it is

«clear that in Nigeria, for the past

three to four consecutive years, the
government has not been able to

"executive the programme largely

as a result of conflicting interests
and lack of consensus on how to
carry out the programme without
jeopardizing the welfare of the citi-
zenry. In the next segment, we
shall articulate the various options.

OPTIONS FOR THE
NEW MILLENNIUM

Interest has revived in finding
ways for the government to work
with the private sector in support
of economic development, and to
provide regulatory framework sup-
portive of competitive markets. Yet
in most countries, state and mar-
ket remain fundamentally at odds.
Private initiatives is still held hos-
tage to a legacy of antagonistic
relations with the state. Rigid regu-
lations inhibit private initiative. And

4.0

. state enterprise, often buttressed

by monopoly privileges, dominate
economic terrain that could maore
fruitfully be given to our competi-
tive markets. At the extreme, a
mass of inefficient state enter-
prises block private dynamism

" cal costs of privatization can out-

‘main issue has thus boiled down

entirely, even as it imposes an
unmanageable fiscal and admin-
istrative burden on the rest of the
public sector. :
Because privatization typically
involves a fundamental shift of
economic power, it produces po-
litical conflict, often assumes the
characteristics of a zero-sum
game, and sometimes involves
such intense debate that, for the
policy maker, the perceived politi-

weigh the expected economic
benefits at the face value. The

to what strategy to adopt for the
achievement of this laudable aim.
It is in the light of the above im-
passe that we proceed to enume-
rate the options to be adopted by
the government to achieve the
twin objective of efficiency and
welfare maximization, without
necessarily transferring the wealth
of the country to a few individuals
who most often became rich at the
expense of the state.

The need to privatize rapidly &
large number of state-owned en-
terprises (SOEs) in an equitable
manner led to the development of
volcher-based mass privatization
programmes throughout Eastern
Europe, Central Asia, and the
former Soviet Union. Non-Voucher
variations of these programmes,
which collectively pool equity dis-
tributed to citizens, have emerged
within the context of privatization
in countries as diverse as Boliva
and the Zambia. Many other coun-
tries have made use of dis-
counted public offerings to elicit
worker participation in privati-
zation, or to distribute widely own-
ership of privatized equity. These
three basic techniques of achiev-
ing broad based. ownership:
Voucher-based programn.mes; col-
iective investment programmes
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and public offering, offer social
-land political advantages over
more traditional privatization
methods. '

In Nigeria, public offerings
have been used extensively in the
implementation of the priva-
tization programme. Conse-
quently, we shall dwell exhaus-
tively on the Voucher-Based
Programmes and collective In-
vestment Programme, as viable
alternative to Privatizing the pub-
lic utilities in Nigeria. :

Voucher-based programmes
involve the distribution of certifi-
cates, or coupon, to participants
who then exchange their vouch-
ers either for shares in individual
public enterprise or for shares in
financial intermediaries (voucher
funds), which then bid with accu-
mulated vouchers for shares of
state owned enterprises. In most
cases, vouchers are freely traded
for cash. Most voucher-based
programme involve multinle fi-
nancial intermediaries typically
unit trusts, although several
vouchers programme employ in-
vestment trusts for start-up pur-
poses, with the intention of trans-
forming these into unit trusts once
the initial stage of implementation
is completed. Financial interme-
diaries offer risk adverse partici-

diversified portfolios; they thus
serve as clearing houses for
voucners. Voucher programmes
have been adopted in the Czech
Republic, Mongolia, Poiand and
Russia with reasonable level of
success.

Collective Investment Pro-
gramme takes the form of invest-
ment trusts fund endowed with
government-owned equity (Zam-
bia), pension schemes funded
from earnings of state-owned en-
terprises (Bolivia), and in a few in-

_illness.
_programme are more appropriate

pants investment opportunities in .

stances, non voucher-based unit
trust (Malaysia). Collective invest-
ment programme differ from
voucher-based programmes in
two respects.

First, they do not necessarily
involve distribution of paper vouch-
ers, and as a consequence, they
are more simple to administer and

“typically require fewer resources

for their implementation. Second,
' participants are usually not allowed
to freely enter and exit the
schemes. In-the case of privati-
zation trust funds, citizens do not
individually own shares in the fund
or any of the underlying assets,
rather, the assets are collectively
owned and held for the benefit of
.current and future citizens. There
is no immediate direct financial
gain by participants. [n the case
of pension schemes, participants
can only gain access to their share
of the fund through retirement or
Collective investment

where there are severe con-
straints to capital market develop-
ment, little orno understanding of
share ownership, cultural barriers
to individual accumulation of
wealth, low degrees of literacy,
and logistical constraints such as
a highly dispersed and difficult to
reach population. (See Bell, 1995)

In. some cases, collective in-
vestment programme, take the
form of special unit trusts aimed
at increasing the representation of
low:income groups or ethnic mi-
norities in the economy, as was
done in Malaysia. Trustees of
these institutions sometimes ac-

- tively oversee enterprise manage-
- ment and undertake restructuring
activities. As noted earlier, all eli- -

gible citizens are owners’ of the
shares, but in name only. There
are not immediate tangible ben-
efits to citizens under these ar-

5.0 SUMMARY AND

- against privatization in Nigeria. For

© for the country in the next millen-

rangements: they receive no
share of the proceeds nor divi-
dends. However they may ben-
efit at some future date from dis-
counted public offering of the trust
fund portfolio. The attraction of
privatization trust funds stems
from their usefulness as an insti-
tutional vehicle for moving state-
owned enterprises out of govern-
ment ownership and under the
supervision of profit-oriented trust-
ees until they can be successfully
privatized.

CONCLUDING REMARKS

The paper have examined
some issues involved in the eco-
nomics of public enterprises in Ni-
geria as well as the theoretical
issues in privatization. The paper
identified lack of political will as one
of the most inept forces that work

the attainment of the lofty an-
nounced policies of government
on privatization, the paper, recom-
mended the adoption of an admix-
ture of voucher based progra-
mmes, collective invesiment
programmes and public offering

nium as viable options for priva-
tizing some sectors of the Nige-
rian economy. If Nigeria is to catch
up with the rest of the world in the
next millennium, those basic in-
frastructure including public ufili-
ties taken for granted in most
other countries must be ad-
equately developed and run effi-
ciently. In our considered opinion,
this could only be achieved
through a properly sequenced and
politically acceptable privatization
programme. The time to take ac-
tion is now, if the future of Nigeri-
ans is to safeguard a place in the
Committee of civilized nations in
the next millennium.
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