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. ABSTRACT - This paper assesses the post- purcy effects of
. commercialization policy on three policy-target state-owned
enterprises (SOEs) using the views of workers in those SOEs.
Financial indicators for these SOEs have remarkably improved since
the adoptlcn of the policy, and this achievement of the policy goal
has been corroborated by qucsnonnalrc résponses on the issue. The

B "respondcnts assessment also shows that theré has beeh’

i .. improvément iri the management of all SOEs ‘studied because
- government direct controls on managements have beer seriously
curtailed by the policy. Nevertheless, matters related to workers’
employment and welfare are lowly scored by the respondents. The
fall in employment with the implementation of the policy is in
consonant with the policy objective of reducing waste in the SOEs.
The assessment that workers” welfare has fallen may be seen as
respondents’ bias inherent in self-assessment, although the SOEs
should verify this to ensure that workers' wellarc and the resulting

productivity is not unduly threatened by the policy.
Keywords: Commercialization, SOEs, evaluation, privatization,
performance.

INTRODUCTION
The pursuit of rapid economic development h1s been a major goal of
economic policies in Nigeria. One of the strategies adopted by the Nigerian
government since the political independence of 1960 was direct investment

' We acknowledge the funding by the ALRC of the main rescarch work from wiich this
paper is extracted; the comments by the rescarchers and resource persons i Group AT on
the main work are also appreciated. The ideas represented 1n this paper are staictly those ol
the authors.
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activities in the economy. This public investment

30 — 40 percent) of fixed capital investments
with heavy fiscal burden on the government. According to the National
Council on Privatisation and Commercialization (1999), the historical value
of government investment in parastatals as at November 1990 was N36 billion
and by 1999 would have appreciated to N500 billion. A survey carried out
by the Technical Commuttee on Privatizationand Commercialization (TCPC)
in 1988 showed that the Federal Government had investments in 600 public

" enterprises, while the State and Local Governments had about 900, smaller
public enterprises. S =L 5 )

This large public sector was maintained largely with subventions from
governments’ fiscal revenue. As tong as the booms in the traded commodities
lasted, the governments never even considered that it had the need to evaluate
the effectiveness of its investments in the state-owned enterprises (SOEs).
As should have been expected therefore, these SOEs were very inefficient
and constituted a drain on fiscal revenue. These problems became clear at
the wake of Nigeria's economic crises, which started in 1979 with the oil

 price failure. " el s o omilB s

The government of Nigeria decided to embark on the restructuring
of the economy adopting the Structural Adjustment Programme (SAP). One
of the policies adopted in the SAP was privatization and commercialization
of SOEs. , Commercialization started in 1988 with the promulgation of a
decree that gave legal force to the policy. :In effect, the policy has been
implemented since 1990 in some SOEs and there is a need to appraise the
effects of it on the target SOEs as regards attainment of the set goals of the
policy. : : ; '

This paper adopts an insider’s appraisal as a means to evaluating the
commercialization policy. We sought the views of workers in the
commercialized SOEs on some basic performance goals of the policy. The
goals evaluated include improvement in the stakeholders’ interests, autonomy
of the management/boards of the SOEs, financial performance, management
performance in some key areas, activities of the supervisory ministries, factors
militating against the success of the policy, etc. The responses from the
questionnaires are analysed critically. The policy appraisal is strengthened
with some data on financial performance of the SOEs selected. i

App
in virtually all business
constituted a large share (between

2 Theorctical Issues on Commercialization Policy
Privatization and its weak form, commercialization, de
argument from the efficiency of the market mec
resources. Generally, the policy of deregulation, of which commercialization
is a part, is based on better performance indicators recorded in the privately
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?}::r;ildbzzil:;s;re:[’upn?es. compared fvith the high level of ineflicienc Oi,:
i c;]te rise‘ven wuhzr} the same mdgstry (Shirley, 1989). The pn'\fatc
e l{;p“h S argdmo{:vuted to efficiency because private owners are
ey dcﬁnedci rc;x ual v‘a!ue of such efficiency. Butsuch claimants are
i o ma_n e pub.th)./ owned _busincsses, especially where profit-
i e {;2 orggptze_mo.nal objective (Perotti, 1995: and Obadan
o o r;Sidual : ar:] iguity in the dcﬁnition of the person that can la :

R bl et lss; s (proﬁts) in pubh_c‘enterprises, the issue ofint::ma);

ki Cm;pmatc COlot o! management behaviour becomes problematic, With
o en rof, thercfore, agency problem becomes a dor;linant
sector mangers (:Ehzsr(;)ni Sl?)gf)[h?nnezz:nﬁz ‘:?Pcri“;"ce{‘; e (i gl
: ! H , stnce the effects g
,Efi:gl?:‘r ::n;a[ét;rcd'by share price_s,' t'hc: pri-vﬁate sector car:) ZZ?]T({,;I??;“;
e g igement’s agency activities, and. curbmthe costs associatl
c Gj’ ey st:_np!y monitoring the capital market indicators -~
fhéoret.ica;’] ynéci (a)Per.';ltlon_al structure and the nebulous goals of SOI;:.S ii is
il el wm that n_sh.mlfld be ‘more inefficient than the prilvafc
oty ithin s s-alinlocsion o ot et T B o B
o o : : nt révenue or an increase i
e e e
E: ency is| -paying public'ei irectly as taxes’
:;:::35 Zr:) ?1;?; ;;lr omdl.rectly asa fallin thglpfb?ic senfilcilg ;S;ﬁiitc[:{i ?; :?1?;
pmagimuo;ah'm of resources to SOEs. S Bl g,
minimize im:t‘ﬁci:ﬂ.rl:::)lrmitr}tl ttt;xce“:sltfl?:dsthc strqng o W
Commercialization entails government réten:ii:no;f(o?nr:;rl?igr{;!f’thlcgsg(l)is.

. while de i
deregulating the management processes so that such a public enterprise

IS run as i i i
theref::elfl;: g:cv:tzLy owm;d enterprise.  Commercialized SOEs should
quasi-private enterprises. T
ther > be seen ) . The centr {
ofth?:;mahm'no“ is the same as that of outright privatization - im ariomm o
Ir;J;u:omlc pt_trformance of the target public enterprises provement
wev igeri :
-, toel;,n:ln Nigeria the argument for commercialization extends
S o 111.age‘ment of public opposition to mass privatiza't'o
i cvc, o ercialization was also designed as a prepacatory policy t ards
Rep"bli_: 2? N;?rlv§t1zatlon of some the commercialize i SOEsy(F(::wdardT
o égt?;é ‘|_9t99). “During the stage of commercialization thi)rse
internaily reorganized and make i : '
= lu make it attractiv i
5 c: 232(: tcfapltal market. The Bureau for Public Enterprises, the gg*:grgubhc
. pcu"c:{;;t cfl;i;g]f.jso'f'pre&anng, packaging and sales oféOEs in I\’igr::reiillt
tsing the process of privatizati i
. &l tng ‘ privatization of Ni i
ecommunications Limited (NITEL), while the process packaging ]\!Ig:::'“ MII
E anoena
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Appraisal of cammerc:lulfzr::f":;aﬁ[’;) fdr sale has bcg?n since I9?20§§:’ﬁcz
e Au[l };f nil reorganized into three major groups(: ulcimm
B ot unbunfi Ll =le:ndcnt but operationally interdepend.cn.. e
which are legall?' it Zr;emting companies, a sing_lc Fran;mlssu;n s off:
inC:t:ijt Cct:j:?:r?:fn% panies (comprising on-gr_id d::(l;bgurtix(cjmccooﬂrnﬁcwd ,aum

 distr ! : ! i ) -
?;:id gcnemtion’ _ﬂ“d iézii:ﬁsuégorgr;:nrzgj to some extent Wi[:.l th:.; j:::::;f
SEHC;NOFS)-P;B ‘lsé)ggoliligetian Constitution. Some states {up to four ;
in to foree of .

n l“thn I agos ( HN!” Rlve]s a[]ll f\kwa ”NHH hﬂ\'e Ctllbalde on
.} ) ;
mnc g g ¥ *

independent power generation plants.

OFEs :
Tistorical Background to the Selected 5 dinto NITEL started in 1886
A His o-rel(;comm‘l“i cation outfit that has a:_volvet ;ﬁished a wireless contact
; @ ipera esta - :
‘when the British Colonial Power in Nigeria : mpany. This
When'thci.{;;g;};xgioLondori under the Cable and Wireless Compary.
" between b ‘. ove ;
zfxttﬁt later provided telephone se;’;’ ;stit:f)idgcd into two unitSwPOi; al:!d
s nations infrastructure w , i d the Cable
:elccomunlga‘;::;‘(‘; & T) that provided the internal S:':r-w:se 5 é’?‘hc' internal .
Tc_ldec\%r‘.nﬁ::::éémpa n‘y'mai handled the lexterfléié ::g titl:e;")hdﬂc Services.’
and Wireless ! ices alongsi & T was
: (. dled postal SErvices, hen the P& T was
services unit alsg handled po d till January, 1985) when Jthe |
his st (was maintained (1L JanUaLy; "7 ited (NITEL) and the -
'Th: s;r\:;t:’:o the Nigerian Telecommunications Limited (NTTES) #1EE.
unaled 1nto.the sy B T TR RT RN SO LIPS :
uq ; - Postal Service (NiPOST)' f e ngeﬁa in 1929 when t!'l‘:
Higen Electricity utility company. sparted: o menced operations with
ligerian Electricity Supply Company (NESF:On;mna Falls. The Electricity
Nigenan oy fahydroelectﬁc power station at - “date to develop
the CO“SWCllg?;igeﬁa (ECN) was established with E;;g]: and NDA were
Ce)rporatn:)r(lmer potentials of the country. In 19'22'(1\1 EPA) as a monopoly,
i hYdroi‘ rm the National Electric Power_AUlhon - itting, distributing and
rr;lergecfi “\)v i?h the responsibility of generating, tlran;‘?t:s " ags maintained until
charge o s : ide. The monopoly s i d
) on-wide. : - . duction an
3 sellingoieleptneny l:ia?o have an exclusive right in power p:gcuiciiy sub-
1998, wl;c_n i Ze:.:io government’s intention to liberalize €
sales. This 1S

sector and prepare NEPA for privatization.

’ : in Nigeria? ' )
3 Commercialization Policy l,_Ssue_I\S! :;:;g:as since independence \.n
’ i developing countries, . iod of the oil
0 ‘Ske lr‘t“izztlarly in the decade of the seventies (the pen
1960 and pa

idel
*This section has benefited mufh t'r.om .lhe GU(; s
by the National Council on ananzat.wn i?l g
u:: Privatization and Commercialization, VoL s
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e Final Report of the Technical Commi
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mment offices.. The _

Godwin & l:uoboug
boom) developed a large parastatal sector incorporating almost areas of
economic activities. While the oi] boom lasted, no one complained of the
waste and inefliciencies of our public enterprises and there was
increase in the number of enterprises of question

viability. [t was only during the economic rec
that attention be

2 continued
able commercial and financial

ession, which started in 198},
gan to be focused on the activities of these parastatals, The
1983 Presidential Commission on parastatals that examined the operations
of all parastatals revealed that such enterprises were infested with many
problems. Some of the major ones discovered were misuse of monopoly
powers, defective capital structures resulting in heavy dependence on the
treasury for soft budget funding, bureaucratic bottlenecks in their relations
with supervising ministries, and mismanagement, corruption and nepotism.,

] As government could no longer bear {{16 costs of the monu
the Shagari Administration developed the program of privat
-and commercialization fo address the inefficiencies in our public ente
but its’implementation was defayed due to the Military interven
December 1983, The Report was acceptable to even the
Administration that succeeded in 1984, but its short life span fru
plan thus implcmcritéitibn_was_ devolved ‘on General Ba
Administration. It organized fresh initiatives and reviewed the ear

léading to the promislgation of Decree No. 25 of 1988, which p

mental
ization
rprises
tion in
Military
strated its
ba_r;gi‘da's

_’\vastcs,

lier studies

ovided the

legal framework for the program of privatization and commercialization,

The Decree also established the Technical Committee on Privatization and
Comirncrqia!izatiOn (TCTP) as the im

Inall, a total of 111 ente

or wholly,

Nigerais

plementation agency.

Tprises were to be privatized either partially
and another 35 to be commercialized, 24 partially and 11 wholly.

probably the only country in the world carrying out a hybrid program
of privatization and commercialization simultaneously.

economies as well as the newly liberalized former socialist e
is known about commercialization,

disengagement from economic activiti
whereby the ownership and manage
transferred to the private sector throug

In the western
conomies, little
In those economies, government
es has been through privatization
ment of affected enterprises were

h the public sale of shares or assets,
Commercialization can be defined as the ru-organization of

enterprises, wholly or partially owned by the government, in which such
commercialized enterprises shall operate as profit making commercial
ventures without subvention from the government. The main thrust of the
commercialization program in Nigeria has been to:

g
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Appraisal of commercialization policy in Nigeria
(a)  provide enhanced operational autonomy at enterprises level so asto
attract efficient inputs, particularly qualified personnel, and create

competitive environment for the running of the organizations;

(b)  evolve a more information-based, result-oriented, and accountable

management that 1s responsive to organizational performance;
(c) strengthen financial/accounting controls at the enterprises level and
ensure financial solvency of the public enterprises through effective
© cost recovery, cost control and prudent financial management; and,
(d) remove bureaucratic bottlenecks and political interference through
clear role definition among the supervising ministry, the board of
directors and the management of public enterprises.

A critical component of the commercialization is the Performance

Agreement, ‘which is designed to -govemn the relationship between the

govemment and the commercialized enterprises. Under it, the board and

management of the enterprises will guarantee the attainment certain levels
of financial and operational performance in retum for enhanced operational

autonomy. ,

PR L L VA TERL Y SLY R A

5 L e " e te s pog B D a2 PP U e,
“- " Policy-wise, _the_go_vcrnment’._s‘_f:nancual, policy towards

comfhiércializéd SOES contained the following: """ Vi T g
(a) " No'fully ‘or ‘partialy commercialized SOE will receive ﬁn:a:i‘i,i:'idl

* support, in “grant or loan form,’ from 'the ‘federal budget ‘of other
govermment controlled sources, for heir current operations. This
includes working capital subvention, government-originated or
government-guaranteed loans, and any other forms 6f current-account
support. “
(b) Fully commercialized SOE will not receive any financial support, in
grant or loan form, from the capital account, whether for new capital
assets or for rehabilitation or modification of existing capital assets
_nor will the government or any of its agencies guarantee loans
contracted directly by the enterprises for such purposes. )
(c) Partially commercialized SEO may qualify for financial support from
the government for capital expenditures provided:

(1) they comply with all required submission documenting the
economic and financial feasibility of the proposed expenditure
within the enterprise’s overall business and investment plans,
including its performance contract with the government; and

(i)  the proposed expenditure is consideted of high priority within
the government’s public investment program. In event that
they so qualify, preference will be given, in the following order,

aA

general regulato
ry power of
goods produced and s¢=:rvic:3J the government,

in their corporate names,

A o lo b
t ;mmercnal_:zahon (as in Akpan and Ui

1S paper is therefore to
evaluation of commercializati
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guarantee of loan
loan, and (3) the

to fi 5

fmnc:r;nlshf)f support: (1) the government

. ied party; (2) direct government
mment grant (least preferred).

No fully or parti
partially treatme :
th o G ntcommercialize . X
e beneficiary of preferential treatme 1zed enterprise will be made

wh.mh explicitly or implicitly discri ﬂf inany t’or}m, direct or indirect
units or sectors, riminates against other economic

(d)

' This applies
duties and similar im
and other financing.

This means
In effect the
resort fi ; government wi e "
: unds but the main sources of funds ;grnow be a provider of last
co

él;lerpﬁls:ts will henceforth be: : | compnercialized public
Gi) - Lo::l]ac”x generated funds from their operat 4 y
(i)  Ext Iap['m Market through bond floatar; tonal supplies.

: emal capital market th ton. 2

v - ct through multi- . )

(iv)  Donations from o g multi-lateral or bilateral Institutions,

His landi .
\ mtemn.
(v) Government guaranteed loans :ll (‘:.{opors.

. ], I ¥ . . r l. . F
p SIS t I " e [ t '
0 [ a“d ¢ ower than mar l\CI rates ()flﬂ CI’CSt on lO n
S

t:izalic\n‘np divestment of the federal
; _Th;_'cn.terpri'scs, subject to the
IX rate prices and charge for

s rendered; capitalj
red; capitalize assets; and stie and be sued
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; and Martin and Pa
tker, 1997) and
mobong, 2"000). _The main concem of
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Godwin & Frwgoﬁ'g
S Table t (b) NIPOST Finaacial Performance
- ~ o megay T
S : Tt g3 R < oo Amount (in N'million) Ratio (in percentage) 1992 1995 1996 1997
2 & [M_’!_ —-—-—_o oW 3o
Tl ae = Reveaue 197,11 57216 981.7 991,50
Current Deficit 250.18 631.57 3303 526.43
e Government subventions 29132 757.84 550.36 491.0
w] ESmenne a3 Deficit 1o Income Ratio B42 e 336 530
ol 853298 * | Subvention to Income 98.1 132.5 540 49.5
M) md-=o8mn E g Persoanel Costs to Current Expenditure 49.6 433 429 31.7
- B Current Deficit to Subventian 859 p XN | 623 107.2
. s Personne! Costs te Income LR 921.5 57.4 48.5
- =~ il
z Ei‘%‘ $238sq Source: NIPOST Headquarters, Abuja.
'l i .
- Table 1 (¢} NEPA Financial Performance
g A - i Amouat {in N'miitioa) 1992 1994 1996 1997 1998 | 1999
Sluonzogund - Financlal Ratio (in %)
A| EER23EA8S
Wy an Total Reveaue . Jze | 7w ansz.s 90757 | 193721 | 336295
T FProfit before Tax S64.4 [ 37522 | 4428 42074 | 5701 | -19870
wl B2mwaan an Profit to Total Revenne : 1811 | a7’ 248 ] 2258 295 -5.91
] PR - g Materlal Cost 5 to Total Operating Costs 233 1502 11.53 13.84 13.22 -] 8.67.
i ] Sd~02=n (] Bad Debits to Total Revenue - 6357 | 48.99 50,24 41.50 4833 53.78
i . o Govt. Debis (payable to NEPA) to Total 1 : .
i o Py —- 5 , Debis owed NEPA . : S stas | osaes | 44ar | 4ned | 4096 | 2870
’ PR Tk b LT ST i : . -
e o - d CE ) Z
g8 ; 3 % 5 é E E g o B P A e B . , Source: NEPA Headquarters, Abuja
- AR " .
88,48 i i For all three SOEs, the revenue performance (in absolute sense) has been on
. “e0 X - » - - . .
; o i gl 5' 5 [2 i o B 5 gt i 1 the increase in the years reviewed above, However, when profits/deficits to
. -~ « " - @ISt RS ey W .y -

e i o TR S S T revenue ratio is used, the performance of NITEL is'better than that either
o R R * fes e : I S NEPA or NIPOST. Even though NEPA has been making some positive profits
- o= L™ o ¥ . ’ 5

y . ol g ;-_S_‘: - in the years covered above, except for 1999, its profit performance has been
- o E-] el A N %
"z very unstable. For NIPOST, the subvention to revenue ratio has fallen in the
w| 95 5 8o last two years, which is a sign of achievement if it is sustainable. For NEPA,
18l g =« =2 the provision for bad and doubtful debts is very large because of customers®
132 ¢ ¢ ; ry 1arg
& ki . refusal to pay. The ratio of provision for debts to total revenue is still high
g - pay. p
el = but in recent times, it is at better than the high record of 1992. Considering
2|3 =< from the financial perform, NITEL and NEPA are performing better than
[+l r 4
M E c|E NIPOST.
=| & ElS . 3
Tl E g|3 ) .
== S Analysis of Responses from the Questionnaire
=178 Il g2k , . : g - .
RS ER 5:& 2 E The questionnaire served in this study was es:entially meant to
: - 8 . - + . .
ol 2 Lz i %3 - evaluate the views of workers in the policy-target estabhishments on their
= G - = . - - . . .
E 5 M 2z EeEEulE assessment of the effectiveness of commercialization policy. Séven hundred
% v SE oW | g F 5 . e
wyS| §825dat £ -~ « and fifty questionnaires were circulated across the three organizations under
—t o u ¥ caw S 2 e | @ .
< 5| SesfzeisE|E study. The respondents were predominantly above the secondary school
[ LLS oLy 2 g 5 . .
¢ BlE| ZEd8ccdE<]3 certificate level as a way of guaranteeing adegtacy of their understanding of
S A g adegeacy g
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issues related to the policy. OF the 750 questionnaires served, 612 were
retrieved but of those returned 7 were discarded and excluded from the
analysis because they were poorly filled. This leaves the ratio of
questionnaires analyzed to that served at about 80 percent. The respondents
were virtually equally spread among the three state-owned enterprises as
NIPOST and NITEL had 205 and 206 respondents or about 34 percent,
respectively; while NEPA valid respondents totaled 194 or 32 percent of the
total.

The responses are reported in this work in percentage ratios, which.

can also be transiated to the number of respondents given the information on
uestions were

the distribution of respondents above. Broadly, six groups of q
asked. Theses comprises,
0] Whose interest does commercialization po
(i)  What has been the impact of the policy on internal performance?
(iii) How has management faired in the commercialized establishments?
(iv)  What has been the relationship between the supervisory ministries
and the commercialized SOEs? & R pwmm e L .
(v)  Whatare the factors cgr_l_s_tr_aiﬁing the success of the policy? and _
(vi)  What are the reasons responsible for general policy failure? -

licy cater for?

e

.. The responses.to the question on interest representation in the policy’
tend to show that government’s and director'slmanagement's interests are
those around which the policy is centered. -Likely because the workers were
the respondents, they expressed dissatisfaction at the fact that workers’ and
their trade unions’ interests are not adequately addressed in the policy
framework of commercialization. The effect of this fesponse is that the
workers might not give adequate cooperation towards the execution of the
policy. Again, given the discontent, the workers can intensify their agency
activities and increase the incidence of moral hazard in their respective
establishments. The expression of this opinion is particularly very consistent
among the three establishments, as can be observed in Table 2(a).
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Issue Ass 7 F : P
' essed: How would you score commercialization policy i
protection of stakeholders’ interests? RN
Table 2: Commercialization and Public Interests

Table 2 (a) Responses from Tadividua! Establishment (in%)

Stakeholder “N"OST —- B L]
‘eak Strong Weak Stro
) 5 )
Interest Interest [aterest Jnler:sgi ln::e:et: ls:'"'":
Covtromeat =
Supervisory ministry offfcials e o i oty pig
;)Er:ﬂan :;d Maoaagement stafl ::j ;2; . :‘:3 ; i .":o : ;:::
enier sta : : g :
Alt workers i:: e o SL: i;-ﬂ‘ g o
Trade unlon ofTicials o the establishareac 56‘0 o i e “:6 . ﬂf
The customers to the establishment 35.3 ;:? :‘lz — i “.‘
2 .2 4. 5.4 417 -
- 513
Table 2 (b) Aggregate Responses (in %) N
Stakehoider 2 Na L \ ; o ‘ P
AR . . ow Moderate High 1
Iaterest Tnterest 1 JFnterest ' lnt:ﬂt h;::;f:d :::ﬂ’ﬁt
3 erest
Weak
. S‘Nng
averament ‘
14.5 49 ’
zwervkary minlstry officials 2 10.7 2:.3 42:.; e See £
sgl::": ::d Muaagement staff 10.9 216 34.6 e :g; 3 L !
e B 4 o i
frvrod) 120 s 99 .| 11 ::’; e
Awbess . . .| 19, |31 29.6 152 | ss. e
officials ia the SOEs 201 wa | cms | e | sse | e
The customers to the establishment | = 20.4 4.9 "'11.5 : ;.;.: ot -
! 5 453 54.7

’

C li ts i l

IO o i o bty
onsumel i [
?r:'c ;;;)cgglg protected. To supPort this assertion, 61.2 perr:ezfct)ttl'igs;z:;zifz
i represir:fe?i p:;r ccnrl in NITEL posited that customers”’ interests an-
B L [hi[p?};cy-[ The poor quality of services in these
e iy i“e;r E'l[ erthe respondgnts were consciously biased in
B o i Sl [;lc:ency, or 1[“? quality control issue in not given a
e e o Wb i el e
: e : | . oitation of the consum i7
Zznmaz:lr-s:ﬂal!:;z‘t;GSnO,E\;rSh\fiT:h?)r:l!ffciemxts f(r;e upward review of priceseirxi ;::
; ; g rresponding improvement in the quali

Z:; at;:::n O‘Ii'?:wir;s;lbixtydof exploitative effect of price liberalizi'lttiotnt);tzsr
e i {30 YO c¥e (1998), who quc;tioned the mark-up of NEPA’s
e e Withomusanson of the domestic tariff with the regional/sub-
D T re,s e any refourse to the cost structure or the per capita
el p n’ ents in P.\EPA (see Tables 2(a) and (b)), however

ated the general perception and complaint that their services are poo;
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both in quantity and quality. Their response shows that the consumers’
interests are not well protected in commercialization.

The respondents’ opinion on the internal performance the SOEs was
also inquired. In Tables 3(a) and (b), some: internal performance indicators
were selected to verify the impact of the policy on them. Since the workers
in the respective SOEs were asked to assess the internal performance of the
SOEs, and given the grade of respondents selected, the results are adjudged
adequate for the evaluation of internal performance effect of the policy. For,

some of the variable investigated, the questionnaire purposely included more -

than one item to measure the same thing, e.g., financial independence and

financial autonomy. The intention was to ensure that consistency of the

respondents is established.. On the whole, the workers in the three
organizations_assert that the policy has only achieved modest results in
consideration of internal performance. ~ -

Issue Assessed: Please rank the policy pérfonﬁadcc_ in terms of the following

spéciﬁc internal performance considerations.
Table 3: Impact of Commercialization on Selected Target Variable

Table 3(a) Individual Responses ;e : ‘
: ‘ ! 1 = ) © O NIPOST . i NEPA -ti=: —r 1. NITEL
Target Vartable - Low |t | ey || tew [Hma ] VerY | Law ] High | Very
| gk High THigh
Employment (%8} 6 [ ¥1 86.7 ni 10.2 66.7 1t 10.2
Sales 192 455 14.7 1.7 74 1y 17 5714 139
Prof¥ s ‘509 164 BES 4.1 16.7 s Akl 16.7
Outpat growth my | s w4 as fag | wua | os g |48
Out price chaage 14 359 4.7 30.6° | 519 176 Jo.é sy 174
[edustrisl barmony 17} 45.7 155 416 | 444 13.0 e “d 13.0
Senft welfary 13 40.5 18 531 M 1.0 53.7 M3 1.0
taprevemesi la manngement 4 36.0 15.3 4“4 414 3.8 d4.4 a4 138
Flaanclst independence .7 43 112 “a | s 20.4 A 1 204
Curtallment of wastefulness A4 30.1 18.4 44 | 289 15.7 44t ns 16.7
Missppropristisn of funds 457 193 15.0 21 ) 198 13 9.1 mé s
AbIlity fo campete with the private
secter coumter-part . FER] 6.7 389 | 417 19.4 38y £ 19.4
Masapeoment ladepeadrace ns 49.1 t N 313 ] 463 20.4 1D “wa 204
Freedam of decision-taking 89 s1.7 1.4 198 | w9 3 398 Iy 13
Flunncisl sutonamy 383 36.2 184 333 4.5 3.1 n3 41.5 pan |
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Table 3 (b) Aggregate Responses as Ratios of Total Response (in%) i )

Target Varia
rg ble Low High Very High
Employment
i 60.1 328 7.0
ai! 23.2 618 14.1
Output growth Eg; S"EJ Ly
Ontput price change 59‘9 = 7
Industrial harmony - o r
- Stalf wellare ) 4J§; i s
improvement in mansgement 34:3 4f-6 2o
Financisf independence 34.9 e o
Curtailment of wastefulness - : ' 443 ? il e
Mifnppropriatiqn of funds . 47.2 o : s
Ability to compete with the private sector 37.5 g <
.l\:hnagement indepeadence 28-7 o s
‘Freedom of decision-taking 33-7 o e
: Fioancial autonomy 32:3\ :46: g
" g f
‘ l : - 22,9

b

- Thc pohcy is considered to have some positive impacts on finaricial’
performance ofall three SOEs. There are remarkable improvements in pric
§3?$.Sp?l}fi‘ _ Rﬁ‘_’.ﬁt l’)_clrf'o'rrln_hn:cc of these SOEs.. This is badly due l;t)o (':tiS’
deregulation of tl}g’,p'rig:ti:’_s of their products besides the incentives to financi ‘;
self-sustenance generafed by the drastic reductionin govemment soft Bﬁd’cé?s
to the SOEs. . There is also confirmation by majority respondent o f
curltallments of wastefulness and misappropriation of fundsamong the S(gEO‘
}V_hlgh must ha.ve contributed to improvément in finances of the SOEs. Th :
is also ascertaining of increase in competition with privﬁte sector, \'vh.ich cez::

b g ; "
¢ seen as a mixture of incentive to performance improvement as well as

erosion of their erstwhile monopolistic exploitative powers. The improve

Ln the financial performance is also due to the Pcrf‘oi';nancc ig(:::::::t
bzta\:fdezn;he government and SOEs, which is part of the policy, in which tht,f
: nd management ofthe SOEs have to puarantee the minimum financial
and operational performance in retumn for greater autonomy. e
impmv:n:l:n:ci:rsl;:::(ri::t, on thc.mnjority, also agreed to a remarkable
and freedom of the Sgaég;m;cr?il?jnglqen?e e T nistles

' sion-taking processes

bureaucratic red tape. This portrays a fall in%iif"ect goief:%f;rr?er:t ig:frgll]cnt
the S_OE‘S. Q_n labour-related areas, the policy is scored positive re 0;’?"
Considering the policy objective, a weak contribution to employment recjrlii[ii
by the respondents is an achievement because the SOEs ;verc rener: {‘l‘
EiSS?S_SEd to have harboured unproductive workers whose emplo r%w tm /
politically motivated. On the workers’ welfare 45.5 percent of the risp():d:;::

]
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are saying that the policy has no positive impact. Again, although 54.5 percent
settled for the positive contribution of the policy to workers’ welfare, there
may be some level bias in the negative responses because of self-assessment
€ITOr. :
To reinforce the responses in Tables 3 (a) and (b), respondents were
asked to rate management activities, The representations in Tables 4(a) and
(b) confirm workers position on the policy; for instance, the respondents
reaffirmed their position on staff welfare, rating that the management is poorly
disposed to improvernent in staff welfare. On the degree of openness of the
management to workers, 46.9 per cent of the respondents said that their

"management is not forthcoming and open. Workers in NEPA particularly

4

said that their management is not accessible and open given that 58.3 per
cent of the respondents scored the management very low on this matter.
Workers in NIPOST and NEPA are in agreement in assessment of staff welfare

“and in both establishments; welfare policy is rated very low.. In NEPA also,

the workers are very hon_est in cxpressing’thcir ppi_niqn concemihg the public
outcry on poor quality of electricity supply; 56.5 per cent of the'respondents
rate the managernent very low on consumer’s satisfaction.” This poor score
wais ot 6bsérved amon NITEL Woikers concerming their relatioaship with

Seae T IR Sy e : AR L TN g
the'consuming pu‘bhc; and HflreahtyNI'I,‘E y 1S pcrfqmjn relatively better in
el MDD e sl e ! [T

CEY, A

g s "
,"_.n”'..‘

= «-Jni)-.._.,«: 2.5
this direction. .

2 Al L M

Issue ‘As‘se,ssed:-:Pleas’é“ffeely-ra ¢ the performance of)mﬁﬁ-iéémeﬁt of the

establishment in respect of the activities listed in the table. AR ¢
Table 4:" Rating of Management Activities under Comimerclalization Policy

sk gy

"l‘nblqe 4(2) Firm-level Responses (it '/.)

NIPOST, Ty NEPA, ©NITEL,
Very | Sotts | Excetiest| Very | Swte |Excement] Very | Setis |Excetient

Activitien Poor Tactory Poar | {actory Peor | factory
Declislan-meking 214 n4 31 e 554 T4 ™l [LE ] 51
Arceuntability s . 5 Jur 5 10.2 434 48.7 n

‘| Finaacial Discipline 405 9.1 103 M 50y 1.8 41y 483 .4
Openness of stafl 440 509 s2. | s3] w2 68 | wa|sse |
Stall Wetfare Package 434 409 48 574 il 63 54 473 68
New Products & Insovstisas 1r4 5.3 12.1 856 3y 5.6 né 504 131
Sutlslaction of Cosfomers 155 8.1 168 56.3 N4 Hal 34 504 s
Reactloa (o Public Complalats 7 ‘818 158 4.2 414 102 L% ) 417 134
Ceneral Adminlstration 139 618 103 »a 537 5 e 450 158

-
]
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Table 4 (b) Aggrepate Responses (as ratios of total (5))

Activities Yery Poor Satisfactory Excellent
Decision-making 293 64.8 5.9
Accountability : 384 525 g1
Financial Discipline . 39.6 49.6 gd 9
Openaess to Stalf 46.9 47.8 [ 3
Stall Wellare Package 45.2 484 6-5
New Products & Innovations J8.1 ' 51.9 16 0
Satisfaction of Customers 358 50.7 ]3'5
"Reaction to Public Complaints T 346 - 51.6 : '-13-3
General Administration 90 1.0 | 10

. The problems assoctated with the supervisory ministries in these
org-an!zations have been observed to reduce but marginally in all three
es_tabhshments. _However,_ in NEPA, controf of bon?qwing_py the government
is fasseged to have deteriorated'since 50.6 percent of the respondents are of
this opinioni. For all the iterns used in'the assessment of government ministry
relationship with these establishments, the assessment is that no signiﬁéant
achievement has been made in this direction. Majority of the rcépondents
fmly acc_ed__es' to rparginal imp'rc:)'vement.; (see Tables 5(a) and (b)'Below.) 5
Isswe Assessed: Please cv’a]ua?te thé i)'crfo:fmaillcc of the Supé.'i'v.iéol;'yz
government ministry/board for your establishment using the following specific
items since the initiation of the policy. -~~~ — % -~ .. L

“Table 5: Role of Supervisory Ministry in Commercialization Policy

Table 5 (a) lndllvlt.!uﬂ Firm ﬁéspohses (in %)

. NIPOST Railo {In %) NEPA NITEL
Hems | Deterts-  Macg  Sigeif {Deteris- Margk  Sigaif | Deterie- Marg-  Sigain.
retfag melly enmily eatlag nally caudy raflag mally -=:..|
improved  Improved mproved Lmpreved briproved hpm],.‘
Céving bread inagierma directives 13p 89 .} ERR] 3 e 20
8 B X . .5
Advisery Role "] se9 10 14 sz 1% 21 ;:: 1
{tacerventagin Contract eward 33 s [t wE 44 157 o ;i ok
{Retease of capital Vote ¥6.2 0.0 3iX3 w8 09 LX) s st i
Direet contrel of bacrewlag e ELR L6 sns na 15.7 !ﬁ:l 8.7 L
chasge s M, t | 139 so 1.2 178 M 1.6 s sy L
taterveulag s employment wr 483 tel 398 4 154 36 v ;::
Table 5(b) Aggregate Response
1tems Deterio-| Marginally| Sigalfi- Drtecio- Marglinzlly Significantly
ratiog tmproved cantly rating (%} | improved (%) imgroved l%-')
improved .
Civing bread loag-term directives 7; 231 M 23 67,7
Advisory Role o TR Y| 88 63 e
Intervening in comiract award 1] 178 5 16 522 ”-?
Release of capltal vole is |- 180 45 340 ;‘-s IS.;
Dicect control ol borrowing 141 146 54 a3 o8 ;:}
I change in manag 9% 186 51 8.7 54.5 T 167
Intervening in employment 1 161 14 39.3 172 ”' .

75



Ap;;rm'ml of commercialization policy in Nigeria

Several items are said to be responsible for the relatively poor
performance of commercialization policy. Some of these factor were listed
out as in Tables 6(a) and (b) and the workers in the three establishments
were asked to rate them. Of the eight items listed, only three reasons were
considered by the majority of respondents to be serious problems, namely,
lack of funds, poor preparation of the {irm, and lack of policy information. It
is important to observe that the weak score might not necessarily connote
the disparagement of the factor in working against the policy. The depth of
the understanding of the factor by the scorer is also critical.

Issue Assessed: How would jrou rank the following problems in the

implement of the policy ?
Table 6:  Factors Militating against the Success of Commercialization Policy

Table 6(a) Responses from Individual Establishment (in Ya)

| ) NIPOST Radlo NEPA : NITEL
Problem 5 4 Licte | Severe | Litde | "Severe Limte - | Severe -
' problem | Problem Problem | Problem Probles Froblem
Coatral by Swpervisery mlalstry L 438 - 1382 _8LL - 389 - ) os4T 453
Muaagemient oppesitien 621 )1y 5.7 L) 615 85
Workers*oppesitien © . s34 : |68 | 670l w3 “7 - 333
Lack of pelicy Informstien 353 7 50.9 49.1 are 59.0
Public attack at thegolicy ... “ws |, 4 .| 538 402 A6 o) 359,
Poor prepacatiesef thefirm ~° | 1353 641 T} 407 T .3 385 615
Legal lastrnmentofthefion | - 500 . (500 ., | 630 S o3 o) oeseL §rase
Lackoffunds %50 ¢ 10 f 454 | s46 “s 55.6
Table 6(b) Aggregate Responses (in%)
; . Merged Scare
Problem Net - 7|~ Mud Serfous | Yery Severe Lictie Severe
problem | Problem ~ Problem Probleoi Problem | Preblem
Cootrol by Supervisory minlstry ny w188 147 9.8 0.2
Maasgement oppasiilon 2.6 358 4.9 Lo 63.0 310
Warkers' spporition 173 39 143 115 6.2 7.4
Lack of poiicy Information 15.8 264 s 249 a2 5.8
Public attack ¢ the pallcy 15.2 293 240 214 548 455
Poer preparsilon of the firm 1).8 16 s 105 6.1 61.9
Legal lastrument of (he firm 29.8 30.2 149 15.8 59.2 408
Lack of funds 19.1 19.1 .7 40.2 38,1 61.9

Again, in Tables 7(a) and (b), general Nigerian economic
environmental problems were put across to the respondents, as impediments
to the success of the commercialization policy. On the whole, high level of
corruption, bureaucratic bottlenecks and uninformed government officials
were regarded as serious impairment factors by 72.4,58.1 and 51.3 per cent
of the respondents, respectively. Indeed, the issue of corruption should be
given serious attention of any governmeiit policy must succeed in Nigeria.
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I551.1e assessed: What. In your opinion, has been responsible for frequent
policy failure in Nigeria?
Table 7: Causes of Policy Failure
Table 7 (a) Detailed Expression ol Opinion

Ttem . VYery Weak | Serong Very Very Weuk | Strong Very
Weak 5 Streapg | Weak (%) (%) (%) Stcoagp (%)

Poar implementation lack of

goversment supervision 177 190 105 133 193 M4 [RA 110
Rureauecatic betileaccks 9 i54 154 197 164 258 25.‘5 JE.D
C_orrupchu . L4 82 18 310 141 13.5 It Si-J
U nlfam;d. gvvcrn.mml elficials 106 188 218 96 176 RN 3558 IS‘I
Poor legal instliutions 153 120 (EM %0 5.2 36.4 3.5 150
Poar pre-palicy preparation 151 186 144 124 19 | 0s | 238 208

Table 7(b) Summary of Opinion on Causes of Policy Failure

[ftm Weak cause As a Ru.‘m\ Strong cause As 2 Ratio
of failure of total (Ye) of (ailure of total (%)

.

Poor iiplementation due to

lack of government sipervision 367 - 60.7 238 393
Burcaucratic bottlenecks, 154 419 - st 58.1
Corruptlon : 167 - 27.6 138 124
Unlaformed government officials 295 48.7 oo 513
Poor legal Institutions oA | eLe 132 .. 334
Poor Pre-policy preparstion 337 55,7 C 268 | . 443

. Asafollow-up, a question was asked on whethet""t}fé' workers will
prefer some scale of privatization. The answers supplied revealed some sort
of inconclusiveness if the consideration in whole is given to number of
respondents. However, ata disaggregate level, the workers reveal the level
of readiness of the respective organizations. Thus, NIPOST and NITEL are
favorably disposed to the policies of commercialization (no privatization)
and full privatization, respectively, while NEPA would rather choose the
midpoint of partial privatization. These responses are presented in Table 8.
These responses by workers in these three SOEs portray the real level of
preparedness of these organizations for the respective policies of choice.
The current government policy direction is not so different from these workers

choices. : 4
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Issue Assessed: If commercialization is not performing well enough, would
you recommend privatization? _
Table 8: Relative preference for Privatization

Number of Respoadents No. of Respondeats as a Ratia of Tatal
SOE - No Pactial Full No Partiat Full
privatization | privatizati privatizati privatization | privatization | peivatization
NIPOST 88 64 53 419 309 15.7
NEPA 45 L) 571 3.1 41.2 29.6
NITEL 44 T2 90 U4 35.0 43.6
Totm 177 227 00 293 .| - 315 RN

On what should be done to boost the policy performance the ideas

that recurred most were that:

(a) Coordinated and effective staff training and welfare policy should be
pursued. _

(b) . Employment and placement should be based purely on merit.

{c) - " Effective maintenance policy should be pursued and obsoléte -

- cquipment should be replaced.  ~ = . . L0
(d) : .Management of these. SOEs should look seriously into issue

s

_“misapproptiationof funds, i . T U T

5, Condlulon  fc ol i
* COMMERCIALISATION policy was intefided to make SOEs t0 behave as

- ; e g . o

O R T R e B X - P B T T T L HLY JRCAR St L s
private enterprisés in terms of financial performances, relying on themselves

at least to the extent of fiindirig their dpetational costs. The resporidents to
the questionnaires agrec to the fact that firiancial indices have improved

significantly in‘all three organizations assesséd. For instance, sales
performance and financial independence have improved going by the
assessment of the majority of the respondents in each of the SOEs. The
interests of the customers in NEPA are in jeopardy considering respondents’
evaluation. This confirms the poor quality of services offered to the public
by the Electricity Corporation. '

The respondents identified the relationship between the supervisory
ministries and the SOEs is assessed to have improved only marginally. The
meager achievement of the policy is particularly attributed to lack of funds,
poor preparation and lack of policy information. Corruption has also been
highlighted has an important social constraint to the policy success.

To enhance the performarice of the SOESs, the respondents int NITEL
and NEPA are favorably disposed to privatization, but those in NIPOST are
opposed to it. Generally, if the management self-interest activities are curbed
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and thc.quahty of services rendered to the consuming public is improve&
the policy stands a chance of being beneficial to all the stakeholder ¥
Nevertheless, commercialization policy should be, as originally intendej-
seen as a transient deregulatory policy to privatization eventually, especiall ;
for NITEL and.NEPA which can actually operate in a free market en'vironmeni(
_ Therc is need for the SOEs to look into issues related to staff welf"lré
w:ll_l a view to minimizing mora! hazard and agency activities. This becor;1€ 5
an important matter for concemn considering the overwhelming responsc;
fhat the policy does not work in favour of workers® interests. Ifthis assessment
is not borne out of seif-assessment érror/bias, it may endanger vwor-ker:c.’

commitment to the oﬁginal goals of the SOEs, and somethi
' thin
to correct the situation. g need be done
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