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INTRODUCTION

Background to the Study , 2 :
Commercialisation of state-owned emcrpnscs (SOES) 1s one of the.
economic reform polncles in the Structural Adjustment Programme (SAP)
that was launched in 1986 to stem economic crisis in Nigeria.
Deregulation of the economy has been a major issue in economic policy
in Nigeria since the oil price failure, which started in 1979 and
manifested in large scale fiscal deficits and public debts in 1980s. Various
stopgap measures were adopted between 1979 and 1985 to redeem the
economy from the externally induced crises. Some of those measures,
however, only ended up worsening the prob}cm as the government
expenditure cumulatively led to increase in the fiscal deficits, external
debts and its growth-retarding servicing burden on the economy. The
government then decided to undertake a more comprehensive economic

adjustment programmc. ;
|

AJEP Vol.7, No.2, Dec., 2000

1. This study is extracted from a research project by African Economic
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comments on the” main report. by the resource persons and
researchers in Group AT. Nevertheless, the views expressed in
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under study.
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- Or, it'may be a process by. whic
allocations to, SOEs are-remove
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One specific policy that the government adopted as a major way
of dealing with the size of public expenditure is privatisation and
commercialisation of the SOEs. The objectives of the SOES’ reforms

include enhancement of efficiency by improving allocation and use of

resources through changes in prices and incentives to factor OWners;

.improvement in the goal achiev
increase in competition; improved
liquidation for those mismanaged
involve a change in the owners
enterprise from the public to the private sector

sectors” ‘equity holding to the private investors, a ¢
h government controls of, and budgetary

d or at least significantly reduced, while
the government maintains the ownership of such SOEs, a case of
commercialisation either fully or partially. Since the adoption SAP policy
measures in 1986, the Nigerian government has undertaken the two
scales of reforms in the SOEs.

In the Nigerian economy, there has been serious problem of
excessively high costs of production generally and in the industrial sector
in particular. The astronomical cost according to Okigbo (1997) and
Iwayemi and Ayodele (1995) enters the production function indirectly
because of inefficiency in the production and supply of public utilities and
poor maintenance of the economic and social infrastructure. These extra
and unnecessary costs were due to be removed or at {east be reduced
significantly using economic adjustment policies among which are
commercialisation and privatisation of the public utilities and other
infrastructure. It was reasoned that government ownership and control
of SOEs were the cause of the large scale inefficiency that prevailed in
the public sector. Since the costs incurred by organisations-as a result of

sales and increase in possibility of
(Shirley 1989). These reforms can
hip of an enterprise or part of an
hrough sale of the public

irregular supplies of utilities and poor infrastructure are still observed (o

be very high and outrageous, there is need to question the effectiveness
of the commercialisation policy which-set out to address the inefficiencies
in the public utility sector.

However, the issue in the present context of the Nigerian
economic policy making is not questioning the soundness of the goals of
commercialisation policy. Given. that the policy has been embarked on
for about a decade now, it is pertinent to raise some questions on the
performance of the policy: how much of the set objectives has been

ement orientation of the management;

ase of privatisation.”
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achieved since the initiation of the reforms of the SOEs? and what can be
done to enhance the achievement of the policy objectives?,

The evaluation of the performance of reform programmes such
as commercialisation of SOEs, which has resulied in serious costs in the
economic accounts of the Nigerian households. deserves a professional.
assessment. It calls for an empirical economic analysis of the policy
performance with the aim of making recommendations on policy
enhancing measures. As the World Bank (1990) reveals, lack of post-
policy performance analysis has been identified as a major problem in the
process of policy implementation in the LDCs. Some good policies are
often abandoned because of lack of such assessment. Again, tmely
evatuation of a policy programme may reduce dead-weight costs of the
policy on the tax-payers as the policy can be reviewed in timé to enh;mcc.
its effectiveness and social benefits. .

In order to reach any concrete conclusion regarding the assertion
that some SOEs are producing the predicted effects of the policy, some
basic questions must be answered. First, what are the indicator variables
that should be used for the measurement of the policy performance in the
SOEs? Second, using some economic and social indicators of
performance, what is the true performance of the commercialisation
pot'icy on selected SOEs? Third, what are the areas of the SOEs’
activities in which some policy reviews are required to enhance their
cc?nomic and social performance? These are some of the problems which
this study sets out to solve.

The major aim of this study, therefore, is to select somc
measurements indicative ‘of the effectiveness of commercialisation policy
and use lt}cm to assess the performance of the SOEs on which the policy
::Sf:ﬁ:,:, ;nplcmentcd in ngcri:‘l. The other objectives of this work are
i to assess the extent to which commercialisation policy has been

executed in the three SOEs selected for this study across the

Nigerian economy: )

il. to carry out .ana[}.fsis of changes in performance indicators within
SOEs overtime and execute a comparative analysis across the
SOEs; -

iii. to assess the efficiency of resource emploved in SOEs and the

change in productivity of inputs during the policy period: and
& i
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to wentify measures that the government should ir_nplement in
order to increase the rate of atrainment of the policy goals of
improved efficiency and output growth in the SOEs under study.

.

Justification for the Study N _ e
This study is embarked-on as an atempl of giving solution 1o the idolised

problem of paucity of research studies on post-po!icy:ana?y:;!§ in the
LDCs which is attributable to lack of data. The sination i ng_cr.m 1S not
so remarkably different from the general scarcity o_f c_mmncal qnd
extensive studies when considering the post-commercialisation policy
evaluation of the SOEs performance. : _

There is need to-appreciate the relevance of commcrci.'_}lisauon‘
-;.)o'licy in Nigeria. Primarily, the SOEs m the commercialisation list were
those whose levels of performance prior to the reforms were t00 poor for
immediate privatisation. Their level of dependence on government
subvention and loans (which were later written off by the government)
was so high that gradual reform measures such as commercialisation was
conceived to be better than privatisation. Before reforms in 1986, some
56.6 per cent of the investment in the SOEs were in the utilities and
services sectors that are now commercialised. The share of government
total loans to SOEs similarly reveals that public utilities and
transportation borrowed an average of 51 per cent in 1986-1992,
followed by the manufacturing with 45.4 per cent. Since
commercialisation was aimed at increasing the SOEs’ financial self-
sustainability which in trn is to pave way for eventual privatisation,
there are some evidences that the policy was expedient and that it could
have achieved quite sume of its objectives. An evaluation is required to
unravel the relative strength of the policy achievement.

Fundaggentally, the study is concerned with only SOEs which
have been commiercialised. There are a few reasons for the choice of this
group of SOEs. First, the commercialised organisations were mostly
those regarded as purely economic enterprises which can do well in a
free market situation, and are really performing close to that expectation
after the implementation of the commercialisation. The commerciatised
SOEs. were regarded as strategic enterprises either because their products
are essential inputs to many production activities or their products are
crucially social necessity. Some of the commercialised enterprises were
so classified because of the inabilinn of domestic investors to buy up and !
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run them efficiently at that time, an indication of capital market
limitation. Again, some SOEs are still highly dependent on the
government and hence on tax-pavers for credits to meet their inefficient
production gap. But beyond that, the:r capital structure and their
existence as SOEs have represented fiscal commitment of government
resources over the years. This calls for stock-taking to asséss the social
benefit-gost effects of their performance.” The choice of three SOEs,
namely, National Electric Power Authority (NEPA), Nigerian
Telecommunications Limited (NITEL), and the Nigerian Postal Service
(NIPOST), was particularly informed by the basic input services they
provide to.the production system. Bt e - g ©

. The intended significance of. this study is four-fold. First, it is
aimed at minimisation of policy cost to the government. It is 2 kiown fact
that where policy is formulated. reviewed, or discontinued based on
correct observed data, it costs less to the government in terms of fiscal
obligation and its political reputation and stability. Second, the result will
provide the managers of the affected SOEs with an unbiased assessment
of their performance thus forming a source of guide for internal
organisation of the SOEs to achieve their objectives. Third, the society
both the consuming public and more importantly the tax-payers, will
ultimately get higher streams of private and social benefits if the level of
efficiency of the SOEs is eventually increased. By evaluating
commercialisation policy in Nigeria, the study demonstrates the extent to
which the organisational reforms encapsulated in commercialisation have
achieved the policy goals of increased efficiency and growth. Finally,
this study is advantageous in the cost savings!plan. This is because it-is
presenting a general evaluation of the commercialisation policy in Nigeria
thus ending the repeated demands for funding of a single-institution case-
study on the same research issue. Ultimately, the work will enrich the
knowledge materials available for LDC's policy evaluation.

Background to the Soes Sclected for the Study

What ts NITEL today started in 1886 when the British Colonial Power in
Nigeria established a wireless contact between Lagos and London under
the Cable and Wireless Company (CWC).  The establishment of
telephone  services in government  offices  followed,  this.
Telecommunications infrastructure was purposely developed to support
the colonial administration set up. the internal services was provided by
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ost and Telecommunications (P & T) Department while
out the external services. This paraltel arrangement
|asted till 1985 even though after independence in 1960, govemrne.m tqok
over CWC and set up a limited liability company called Nigenan
External Telecommunications (NET). With.effect from January 1985,
government merged NET and the telecommunications arm of P & T to
form a new company cailed Nigerian Telecommunications ’lell_ﬁq
(N[TEL) while the postat unit still remains a government department
called Nigerian Postal Service (NIPOST) to handle postal services oply.
Historically, therefore, NIPOST evolved from the postal services
department of the P&T into a separate organisation in 1985, The scope
of services of NIPOST has been expanded-to include new prqdu_cts such
as. transportation  of cargo/passcngers, speed-mail delivery. and
secretarial/business services. - ) : '
Electricity generation in

the government P
the CWC carried

Nigeria began in 1896. The Nigerian
Electricity Supply Company (NESCO) commenced operatioqs as an
electric utility company in Nigeria in 1929 with the co_nstrucnon of a
hydroelectric power station at Kurra Falls. The Electricity Corporation
of Nigeria (ECN) was established in 1950, while the first 132 kV line
was constructed in 1962 to link Ijora Power Station to Ibadan Power
Station. Also, in 1962, the Niger Dams Authority (NDA) was established
with a mandate to develop the hydropower potentials of the country.

‘ In 1972, ECN and NDA were merged to form the National
Electric Power Authority (NEPA) as a monopoly, charged wi_th the
responsibility of generating, transmitting distributing and sel-lmg of
electricity nationwide. The monopoly status was maintained until 1998,
when it ceased to have an exclusive’ right over power production and
sales. This study will therefore be particularly concerned with these thre:e
commercialised SOEs to facilitate in-depth evaluation of their
performances in view of the extra-budgetary burden they constitute to the

government, and ultimately on tax-paying public. _
One feature common to these three SOEs is that they have for a

long time remained government monopolists in the provision of their
services. In addition to this, they have been fully owned and controlied
by the Federal Government. Also, they were not seen by government as
profit-making organisations from
government for supply of funds especially for their capital development.
They were operating at a questionably low level of performance

the onset and they depended on
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compared 10 their private sector counterpart. The desire to improve their
cconomic activiries has resulted in the ongoing commercialisation
programme. - :

The swudy is presented in five sections including this
Introduction. The next section is on literature review and also gives the
theoretical framework for the analysis. while section three deals with the
methods of analysis adopted. The presentation and discussion of results
are done in section four. The study is concluded at section five.

LITERATURE AND THEORETICAL REVIEW

Review of Related Literature

Generally, the justification olfered for state ownership of economic
enterprises includes the unwillingness of the privale sector to inyest on -
socially acceptable ventures and terms and; in the LDCs, the need.for
rapid economic development to catch up with the industrialised countrics

(Newbergy, 1992). The LDCs have so many development constraints,

which would make rapid economic transformation through the solc
efforts of the private sector a mirage. The development theorists defended
the position that public sector should extend its investment financing to
those enterprises that require indivisibly bulky capital outlay since such
investments are hindered by shortage of domestic capital accumulation as
result of low savings on account of low disposable income. -

Consequently, the public sector in the LDCs invested in key
industries to boost industrial growth. Further, from economists
standpoint, certain public goods are better left in the hands of government
as a natural monopoly because of the underlying benefits of large scale
economics to be gained. Despite the soundness of the developmental role
thesis of government direct participation in ownership of productive
enterprises, such active participatory commitments are discovered to be
massively bedeviled by inefficiencies at a higher scale than what is
comparatively observed in the private sector. If market fatlure is taken to
be the basic reason for government direct involvement in the ownership
of economic enterprises, then, market indicators are strongly reporting
government inefficiency in its activities in SOEs. Paradoxicaltly therefore,
market efficiency in resource allocation is the basis for public sector
reforms (Shirley, 1989). The supertority of the private sector in resource
utilisation and profit performance come largely from the freely
competitive market environment in which they operate without legislative
shield from failure and bankruptcy (Kay and Thompson. 1988,

i
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The failure of the state to allow SOEs which cannot pcrfo_rm
efficiently to face the penalising economic returns of inefficiency, which

is liquidation, has been the causc of unaccountable attitude that has

culminated in general poor performance of the SOES (Sl}irley. 1989; and
Swanson and Wolde - Semail, 1989). The inefficiency has_ been
experienced widely among the Nigeria SOEs. Hu.lcheson (1996) estimates
huge economic losses caused by NEPA unreliable power sgpp_ly aflf_i
inefficient management, and by state-owned fuel refining and drstrit?u.tuon
system. He also highlights dead-weight losses (of over USS3 biltion)
mounted on the economy due to the malfunctioning of energy sector
alone during the first half of 1990s. The effects of the inefficiencies h‘ave
manifested in colossal fiscal byrden, which has lingered and pressurised

the growth in government deficits,. public debts and unnecessary tax

burden on the income earners. , ‘ .

Overexterided and poorly performing SOEs have also slowed the
growth of the private sector in many developing‘ cc_n_m[rics. The
government sometimes ensure the availability of critical m.puts to the
SOEs, thus giving them competitive edge over the rivalry private sector
producers (Kikeri, e al., 1994). However, there is convergence on the
assertion that it is more advantageous and efficient to have SOEs whose
activities are freed from government regimentation and bureaucracy.
Thus, appreciation of divestiture, or at least operational reforms, 0{ SOEs
which is currently ongoing in many countries, developed and less
developed alike, is anchored on the gain of efficiency in resource
allocation under a market situation (Galal, 1990). Jones ( 1991) however
established the fact that efficiency level does not necessarily depend on

ownership structure of an organisation, but that a flexible decision-

making management that is less subjected 10 exogenous authority, a set
of well-defined organisational objectives, and set of predetermined

evaluation rules, are required and necessary for achievement of efficiency |

in cither the private or public sector.
On the contrary, Newbery (1992) maintains a more definite

position about Gwnership structure. He classifies enterprises into those
that can operate in any unregulated market situation which are those that
should completely be divested by the state: while the cnterprises
producing social services and utilities produced by large natural
monopolists should be loosely regulated by the government. This

classification calls for caution in the process of reforms of the SOEs. The
i
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caution becomes more important in the pre-industrial economies of the
LDCs than it is for the post-industrial economies of the western nations.
For the L.DCs there is need to put the process of the reforms in proper
perspective by giving answers to questions such as what, when and how
to privatise (Newbery, 1992, and Kikeri, es. al., 1994). Answers to these
questions are pertinent in attending to structural rigidities existing in the
factor markets and in resolving developmeéntal needs of the economies,
while justifying their political autonomy in the process. Shirely (1989)
and World Bank (1990). thus emphasise the need for phasing economic
reforms generally and SOEs’ reforms particularly in the LDCs.

[n Nigeria and other LDCs there is more to the argument for
partial reforms (commercialisation) than .the market structure. Some

" organisations.must be controlled to check the excesses resulting from the

lack of free market competition. Yet the government is also interested in
the distribution of the shares of some SOEs across economic, political
and ethnic groups thus making commercialisation of some SOEs a more
realistic policy given the peculiar situation in the Nigerian political
economy (Obadan and Ayodele, 1998).

Commercialisation of SOEs entails freeing the managerial
decision processes of the SOEs in order that the management can take
independent decision for which it is responsible and as a result of this
autonomy it becomes accountable. Shirley (1989) and Jones (1991) have

listed the required framework for the reform of SOEs to include, an

autonomous but accountable management and board of directors setting
measurable objectives, devising ways and means of achieving the set
goals, and evaluating its achievements against the objective. The role of
the government in the process is to behave as the private equity-holders
who set long range general goals and hold the board of directors, which
in turn holds the management, responsible for the level of achievement
attained. W

THEORETICAL ISSUES INCOMMERCIALISATION

In assessing the impact of commercialisation policy, three major
measurements of organisational performance used by Martin and Parker
(1997) come to mind. namely. costs of production, productivity and
profit level of the selecied SOEs. Conservation of costs in the process of
production and productivity growth are very crucial measurements of
performance of the commercialised SOEs in Nigeria since reckless
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spending by the management and poor attitude to work in SOEs have
been identified to be major causes of poor performance (Zayyad, 1991).
Again, since the primary goal of the SOEs marked out for
commercialisation was not profit-making (though this is not ruled out of
the question), their performance analysis should emphasise financial self-
sustainability that would reduce fiscal burden on the society. It should
also emphasise increase in eutput per factor input, productivity growth
and factor efficiency, and enhance cost-saving operations. 7

The theory of the firm addresses the behaviour of firms within
an econonsic space. The firm’s optimisation entails: the maximisation of
output (which implies the minimisation of costs); and by extension, the
maximisation of the difference between revenue and costs (that is,
maximisation of the profi).. = = . 5,

- Under some special conditions, the classical rule for firns’
_behaviour can be adjusted to-accommodate special characteristics of some
firms. This is because not all business organisations are set for the
pursuit of profits. Some are interested in the maximisation of market
share/patronage, maximisation of the quality of output so as 10 maximise
growth in consumption, depending on the type of markets where the
producer is operating. : ,

[n a SOE, the goa! of production is different from that in pure
private settings. Cost minimisation, to a SOE, connofes somewhat
different thing compared to a pure private firm. Ina SOE, the capital
funds are providcd'by the government. Some of the funds are interest-
free but has some moral costs (or some form of moral hazard) attached
10 them such as the loss of internal power and control. At times, such
loss of control entails financial losses that come about as a result of
imposition of some extrancous decisions on the SOE by the government.
Such imposition' is commonly observed in employment, selection of
board of directors and managers, contracting of external loans, award of
contract and government intcrvcntion‘in other internal affairs, of the
SOE. For the SOE, cost minimisation implies 1ts maximisation of
autonomy and control over the affairs of its establishment. This means

tf SOEs can minimise its deficit financing, then its autonomy can be
increased and profit position may improve.

In Nigeria, internal autonomy of the SOEs has been greatly

eroded and commercialisation was aimed at improving financial

independence and self-control. The objective function of the SOEs is
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thus m_mumsauon of deficits” subject to the internal budget requirement
(negative) plus sales (positive). There are many ways that this can be

attained by reduction in output or increase in prices, depending on the

ourput price elasticity and tncome elasticity facing the product. Decreas

in deficits can also be achieved through dm:rn-sizinq of-workfo ce
(through retrenchment and temporary lay-off). This.can also be nchieJe;
through improvement of skills and efficient employment of the present
wo_rkforce. The choice will depend on the cost to the SOE in tep of
strikes and opposition by the workers. o e e

Data Analysis . -
Analysis of Financial Performance ' :

In a typical social-oriented organisation like NIPOST, which focuses
-more on social service and rather little on opéralional sustenance and
mu'ct.\ less on making profits, the impact of commercialisation of its
activities has to emphasise the primary goal of the policy rather than the
long term profitability. For NIPOST, therefore, ratios used in the
analysis of its financial response to the policy include deficit to income |
subvent_ion to income, personnel cost to income, personnel cost (0 currcn;
f:xpcnduur.c and current deficit to subvention ratios. The deficit to
income ratio generally shows a tendency towards a decline except in 1995
when the level of current deficit was higher than income by 11.4 per
cent. In 1996 and 1997 this ratio ranged from 33.6 to 53.1 per cent
respectively. Also, the ratio of subvention to internally generated incomc'
has also been falling in the period covered, except in 1995. The deficit
to income ratio indicates the extent of support required from the
government to meet the running expenses.

o A fall in this ratio, therefore, indicates that there is improvement
in income gcncrating effort, or that a reduction in wasteful spending -
both of which alludes to improvement in efficiency of the arg:\nisati;n
The fall in the ratio of subvention to income tells virtually the same s(or)-'
of.improvcd income-generating capacity. However, the decline in this
ratio can also mean that government is reducing its subsidies to NIPOST
which has been one of the objectives of commercialisation. The observeci
development occassioned by commercialisation prompted establishment
have bcefl-rcvised i a way that maximizes gains from available income
opportunities. For instance. prior (o the reorganisation that accompanted
NIPOST's commercialization. new products such as EMS/Speed post
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Mail Passenger Service, Electric Mail Project, Post Bank, etc. were not
exploited. These products have increased NIPOST's income over the
years. Between 1992 and 1995 the revenue generated through ENMS/Speed
post increased from N62.3 million to NI36.7 willion - over 119 per cent
increase. and in that 1995 this product accounted for 23.9 per cent of
NIPOST revenue. . )

" One of the appreciable ways by which NIPOST has responded
to the policy of commercialization has been effective management of its
personnel cost. Even though the general trend in salary/wage bill has
been increasing between 1992 and 1996, the increase has been well
managed such that wage bill has never doubled the previous years level.
This is commendable cost management given'the rapid wage increases

that have taken place in the economy during the period, and considering - -

the fact that NIPOST is still under the civil service structure. The main
reason for the drop in labor cost has been the downsizing of the work
force from 22,321 in1994 10 19,258 and further down 10 14,500 by 1996

and 1997, respectively. As a result, personnel cost (o expenditure or
income ratio have been falling as shown in Table 1.

Table 1: NIPOST Financial Ratios
Amount {in N million), . 1992 1995 1996 1997
Ratios {in percentage) y
Revenue - 29711 572.16 081.7 091.50
Recurrent Expenditure 574.29 1209.73 1312.0 1517.93
Current Deficit 250.18 637.57 330.3 526.43
Personnel Costs 271.38 523.29 563.5 481.32
Qverhead Costs 275.91 686.44 . 764.7 1036.61
Government Subventions  291.32 757.84 530.36 491 .0
Deficit to Income Ratio 84.2 1§1.4 331.6 53.1
Subvention to Income o8.1 132.5 54.0 49.5
Persoanel Costs w &
Current Expenditure 49.6 43.3 42.9 4 i
Current Deficit to 85.9 84.1 62.3 107.2
Subvention
Personnel Costs to g1.3 91.5 57.4 48.5
Lo, .

Source: NIPOST Headquarters. Abuja.

The post has traditionally provided the one surc and reliable
method of communication both commercial and personat. For a very

Evahmri nof C i, { i L J
i e . B .
(e} f oemmere mlr:a(rorr F ohcy f é’f[{)! MANCE i1 .I‘vlg(‘-‘ e Sfa'fé' ()Wﬂed s

long time paper communication had dominated the entire globe but
rece_ntly_, this position of monopoly has been eroding by new methods of
electr‘omc communication such as Facsimile, E-mail and the Internet ?
reaction toilhis. the NIPOST to apply to the government to be maé!c 2
parastatal since it had remained part of the government department. This
autonomy was granted in 1992 when it was reclassified as a para.sra'ta!
Thls provided the organisation with thé muscle and latirude 10 control anci
m’:pl;ment it._s predetermined activities and enable it reposition itself in
;ijéizgmt:m;s declared objectives among other pertinent positive
‘ Arising from its new starus, the number of -mails handled
increased tremendously.” In [988, it handied only 293.68 millioh mails
made up of 79.87 million locally posted and 2138 million received frmr;- .
abroad. [n 1992, the number of local mails stood at 258.59 million while
fhosc received from abroad was 192.83 million. The local mails
mcreasec_i l?y 2?4.5 per cent. The number of total mails handled rose to
575»1.'1 miIho’n in 1995, comprising 236.6 million posted locally and 341.5
$¢ i);p;::g;;rf:d from abroad. These figures are shown on Table Al in

Capital expenditure in the establishment has increasingly shifted
toward§ the provision of facilities that would directly impact on income
generation performance of the organisation. For instance, of the N637.1
million used for purchase of transport vehicles in 1997, or;ly N75 million
or 1.8 per cent was spent on purchase of cars, while the rest was |
allc:ca!cd to purchase of lorries, pick-up vans, motor cycle and bicycles
which are used in mail delivery. But generally, there has 3lin:f:n
expenditure budget overrun in NIPOST, even throughout the period of
the commercialisation. This can be observed in Table 3.

On the average, since 1992, NIPOST has been overshooting its
budget by 56.6 per cent. The budget overrun is worsened by the fact that
revenue fargets were largely.unmet. The revenue targets and actuals are
prc;ented in Table 2. Since the commencement of the commercialisation
polle. NIPOST has been entangled in serious biidget constraints of
unmiet revenue targets and overrun-of budgeted expenditure. Thus, its
?gi??s MI;?.YC becn;l that of operating at unattainable incomc!buégci
rontier. “This acrually poses : ' its
el ey ¥ poses a serious threat to its survival in the face of
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Table 2: NIPOST’s Budgeted and Reatised Expenditure and Revenue

Year Budgeted Actual Expendiure  Revenue  Amount Deviation

R i r-run o Target Generated  (inN'million
Expendi.  Expenditure  Ove 7 e

fure (in Budget (%)
(in N million} Budizet ("7:)
. N'mitliv : :
1939 107.25 112.45 5.20 70.95 7493 308 5.6%
4.85% (
A2 342.17 547.20 205,12 392.57 297.[] 9 i g 3 6
i ' 59.94% 24.32%
1095 746.82  1209.73 462.91 66399 57216 9383 141%
- s 61.2% - 3
1996 685.73 13120 446.27 1112 98178 e
il 51.55% ; 12.3%
1997 988.02  1517.93 529.91 . 110636 9915 114,86
L 53.63% 10.38%

NIPOST (various issues) Annual Keport and Accounts,

Source: '
with additional data from NIPOST Headquarters, Abuja

efficiency target, NIPOST usually reports
f its performance target. This is a testablc
assertion that can be evaluated against the score by it.s servicc-c_onsummg
bublic. However, there is a general impressive op_imon about its current
leve! of performance in that letter can now be received across the country
within a week or two compared to the previous poor statc of -2 months
for Nigerian inland mails.

The partial commercialis
about seven years now. The following changes ¢

in the corporation: .
(1) Engaging multiple productio

With respect to its
meeting up to 90 per cent 0

ation of NIPOST has been on course for
an easily be observed

n activities and emphasising

competition. For example. in this category we have the -

EMS/Speed post, which provide courier/expedited mailing that

is meant to compete with private courier operators such as DHL

and UPS, and post office business centres aimcd_at servicing th_c_
daily business needs such as computer services, electronic
mailing and photocopying to the customers. Other prqducts
include mail-passenger transport services: and agency service .by

" which NTPOST can act as agenfs. on commission. o prowlde
some services o some organisations such as examination bodies
(sales of forms) or sales of books. efc for commission.
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(i) Plans to" achieve self- financing operation have not been
successful because of over-centralisation and poor opera{idnal
capital and environment. The NIPOST management can ouly
review postage tariffs after the government through the
supervisory Ministry of Communication has given approval.
However. tariffs have been chunging more frequently than they
could have before the reforms. For example, in 1996 and 1997,
there were postal tariffs and commissions review.

In spite of some observed positive developments, NIPOST still
faces some internal ‘problems that can frustrate the expected gains of
commercialisation. For instance, their Annual Report and Statement of
Accounts do not present some vital financial data. [n most cases, the
final accounts are not presented at all. Financial information abourt the
organisation is difficult to deduce from the gencral statements in the
report. Even where such accounts are presented, some of the rules
adopted are questionable. For instance, the rates used for depreciation

~are ludicrous - no depreciation is chnrgéd for landed property/buildings;

furniture, fittings and equipment as well as plant and machinery are
depreciated at 10 per cent rate; while motor vehicles are depreciated at the
rate of 20 per cent.

NITEL was slated for full commercialisation during the first
phase of the programme that started in 1988. During the period 1989-
1999, NITEL has progressed to become a limited lability company that
is independent of government grants even for its capital projects.
NITEL’s financial position reveals that the company is increasingly
becoming profit making. as positive profits are being recorded in recent
years as can be observed in Table A2 in the Appendix. In nominal terms,
NITEL was noted to be consistently making losses in the early years of
commercialisation, [938-1991, But beginning from 1992 it has been
recording profits at some increasing rates, except 1994 when there was a
fall in the level of the nominal profit compared to the previous year's
tevel.-It is noteworthy that NITEL became a fully commercialised but
government owned organisation in January. 1992, from when its losses
ccased. ; :
Financial performance of NITEL can also be evaluated using
some of its financial ranos.  Generallv, the performance of NITEL
improved between 1992 and 1996.the pertod covered tn Table 5.
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However, the internal performance of the organisation v1s-.ﬁ-v:s the
accumulation of loans, though improving over the years due (o }mprovc.d
increased sales-profit performance, has not been very impressive. This
picture miay be better if loans due and interest payable per anaum 15 used;
but figure of loans due in the current year was not avmlabllc. Qc!ween
1994-09. the company has not collected any loan or subvention from the
government’. v R

The size of 2 N
This increase is, however, absorbed and more than offset by the fact that

nominal profit has been increasing faster. Thus. profit per employee has

i i i i rer e rate
been consistently higher and increasing faster than average wag

(Table 3). . B o ) ' | :
Electricity is generated in Nigeria through hydro and therma

" sources. NEPA’s available electric generating units include, !‘wc thermal
" and three hydro-power stations, with a otal installed capacity of about
5876 megawatts (MW). The installed capacity has a constderable surplus
since 1986, yet available capacity is frequently les_v,. Ehan peak df:mand,
" creating severe supply-demand imbalance. Electricity generation has
maintained a steady growth over the years. In 1970, a to'te{l of 1547.'0
million kWh was generated but this rose to 10,765.4 miilion kWh_ in
1986 showing an average growth rate of 13.3 per cent.pt_:r annum during
this period. Subsequently it increased to 16,2115.5 million kWh in 1996

vefore it fell to 15,110.0 miltion kWh in 1998. )
' From available statistics, consumption has always Iaggr,er.j] behind
In 1970 total electric energy generated was 1547 million kWh

generation. /as .
d was 1272.8 million kWh giving a net surplus o

whereas amount consume

5ONITEL Jowrnal, March 1999, p. .

'bersonne[ cost has been increasing during the period. -
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Table 3: NITEL Financial Performance

Financtal Variable (in 1992 1994 1995 1996
M'miflion) and Financial
Ratio
Personnel Cost (in & milliony  330.57 631.07 1462.53 1979.71
Direct Cost 4033.18 2625.41 2451.97 5539.97
_ Sales Revenue 6367.28  10073.64  16885.94 - 22089.07
Income 6868.5 . 10409.16  17378.43  22963.39
Expenditure 6167.02 9123.6 1402697 16188.14
Loans {0133.13 17288.28 22258.85 22365.98
Profit before Tax 701.48 [285.56 i891.82 6775.25
Earnings to Loans (rario) 0.678 (0.602 0.781 1.027
Expenditure to [oans 0.609 0.528 0.630 - 0.724
Earnings to Expenditure g 1.114 1.141 - 1.239 “1.419
Profit to Loans =~ ' 0.069 0.074 T .0.085 0.303
Profit to Sales - T 0.0 0.124  0.112 0.295
Earnings to Direct Costs ©1.703 3.965 7.088 4.145
Profit per Employee (N) ° . 44397.34  88898.07 134133.86 487147.68
Average Wape Rate (N} 2092215 45022 27 103496, 11 142343 47

Source: NITEL Headquarters, Abuja

274.2 million kwh. Net surpluses for 1989, 1993, and 1996 were 5256.1,
4506.3 7002.1 million kWh respectively. = Available data revealed, that

‘Nigeria has suffered heavy energy losses as consumption has always lagged

behind generation yet electric supply has been very unreliable leading to
frequent power outages. It is estimated that energy losses range from 31.4
to 41.5 per cent between 1980 and 1996 due particularly to the problems
associated with outdated transmission technology ‘in the distribution. The rate
of actual supply has been on the decline since 1994 as indicated in Table A3
in the Appendix. Peak consumption occurred in 1993 when 9998.3 milllon
kWh was consumed but it fell to 8521.2 million kWh in 1998. This fall in
consumption was largely due to the fall in actual supply as opposed to the
total amount generated. ; ’

Activities in NEPA reflect the general trend in Nigerian government-
owned organisations. During the period of trade booms. when electricity
supply structures were developed, there was no problem ot fund supply to
electricity projects. Again, there was no serious concern for the maintenance
of the equipment since they were relatively in their vintage in production.

By the break of 1980s, the horizon of NEPA linancing changed.
There was an upsurge in the demand for electricity: there was an increased
need to provide for maintenance and depreciation: vet there was massive fall
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in government subventions and soft loans to the establishment due to the fall
in government oil revenue. Unfortunately, partly because of government
policy of aggressive electrification of rural communities, NEPA was not
quick to adjust to the unfolding crises. This led to NEPA’s incurring
operating deficits. The deficits were compounded because of increasing
resort to, interest-bearing borrowed funds for financing of its project.

Financing charges were increasing st ignificantly. This was contradictorily -
combined with government regulated (fixed) tariff for electricity. This made

cost recovery difficult, seiting a stage for increasing deficit. After the
derepulation, NEPA has also been complaining about the rapid increase in the
pump prices of refined petroleum products, which have pushed up their
-operating costs and worsened their deficit position. Nevertheless, going by
the operating financial pecformance of NEPA in the '1990s, it can be
concluded that the deregulation has,.to some extent, removed the recurrence
of -operating deficits. This has been shown along with other financial
performance indicators in Table 4. But there is no sustainable trend of

earning operating surplus since the 1999 financial position shows a deficit of
N1.99 billion or $19.87 million.

Another issue of concern in NEPA’s operating deficit is the
correspondmg high record of electricity consumers’ debts owed NEPA.
Although the private consumer debls are higher than those of governmental
institutions, the latter is undoubtedly a more questionable debtor because
those institutions are capable of paying such bills. The complaints about poor
payment response in the private sector consumers are basically two sets of
reasons:

(i) Private consumers complain about arbitrary billing, which are
sometimes not based on meter-reading but mere estimates. There

is also the complaint of lack of meters in the newly electrified

communities, which impairs proper billings and payments. Above
all, because of poor quality of electricity supply, consumers are
genera!!v reluctant to pay their bills.
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) NEPA’'s attitude towards revenue collection is poor. T?ft:é
supply clectricity to consumers that dq not havF meters. o
staff of NEPA who work in billing section arc dishonest. ey
often act in ways that make the establishment’s rev.cnuc to be
diverted or that enhance the loss of revenue. ThlS'1§ a typical
instance of moral hazard resulting from agency activities.

i ) “- b l l o 2 'n
The massive electrification of rural areas h:'lS rcsu!t?d ld
ade in electric equipment. There has been a rise in theft an

increased tr SR
G allations. The replacement of such equipment

vandalisation of NEPA inst

added 1o NEPA's cost outlay. o s b
has a¢ Another problem concerning electricity industry 10 Nigeria is the

structure of ownership and.control. The supervifsory ministry has gf:t‘:]z
dictated the project to be -executed, the costs of such contract af?mme

contractors to be used. Such projects will not be ecguomlcnily bplr'01’ em.
There are many of such contraversial contracts in the establis ;qupA
which have actually increased the ﬁnanc:a.l l:furd.en of NEF;A. -
officials agreed to the opinion that commercialisation po!:cy as rewnerc
the occurrence of such problems b.‘ut there are still cgs:;su nere
government officials act in a transaction that could have rightly

i al affairs of NEPA.

Comp[e[elliyﬁlfr’lx :: plagued with plethora of problems among thc'm are:

o NEPA’s operations are (oo large. to be unc}er one
management particularly in our environment Wl'[h poor
managerial culture and undeveloped communications
system; B

® the authority experiences major brcakd'owns arising
from outdated and heavily overloaded equipment due to
a general lack of technical know-how!

. the ofganisation is poorly fundc:q from budgf:[ary
allocations that arrive late and the internal machinery

“for fund generation is epileptic and poor because of
inefficicnt billing and collection system. Thus, NEPA
is heavily owed by a large number of lts.cus‘tor-ners:

* the organisation suffers from poor preventive and
rgutine maintenance culture that has ‘rcsgi[cd in h\:ge
encrgy losses and recently the orgamsn‘no.n has bLgn
bedevilled by vandalisation and pitfering , ol s
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equipment. In fact, information from NEPA indicates
that vandalisation of equipment accounts for 20 to 30
per.cent of NEPA’s “black-outs™.

The financial performance of NEPA shows that, on the whole,
NEPA has swings in virtually all its financial ratios. In terms of its profit
performance, there is no sustainability that can be observed - it has been
swinging from surpluses to deficits back and forth. However, the
concentration of deficit in the second half of 1980s and the beginning of
the 1990s was reversed by the initiation of the commercialisation policy.
However, in 1999 the deficit resurfaced. The ratio of surplus to total
revenue has been very unstable even in a period where there was positive

.d_iffercncc of revenue over-costs. For instance, in 1992 that ratio was 18
. per cent but in 1993 it fell to 2.20 per cent. It recovered to 15.7 per cent

in 1995 but was not sustainable as it fell again to 2.5 per cent in 1996.
Although, it swung up again in 1997, the trend reverted back to decline
as at the end of the period.

Another problem that is facing NEPA is debt management crisis.
NEPA owes heavily just as it being owed hugely. However, debts owed
by NEPA are higher than whatever others are owing the establishment.
This is principally because a good proportion of NEPA’s payable debts
is external and denominated in foreign currency. With the ongoing and
persistent naira depreciation, NEPA's external obligations have been
increasing. In the main, customers’ debts to NEPA have been rising in
recent years. The rate of growth of these receivable obligations is a
serious sources of worry for the ability of NEPA to self-sustain its
financial plans. ‘ :

The private sector has become increasingly involved in debts
owed NEPA. The ratio of these debts that goes into bad debts has also
been increasing. Many reasons have been offered for the increase in
debts owed NEPA. The private sector complains about poor power
supply situation that has led to rapid rise in possgssion of generating
power seis. The implication of this is that the supply of electricity from
NEPA is fast becoming a supplement (or standby) o generating sets.
Thus, the threats of power cut can no longer be used 10 induce
compliance to prompt payments of electricity bills. )

The nominal prices of the products of the commercialised
organisations were highly controlled and regulated during the pre-
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commercialisation period.  Electricity tariffs were kept unchanged
between 1979 and 1989 at an average of NO.O7 per kwn. Postal charges
remained fixed at between NO.05 and NO.10 for local mails, and twice
the local charges for international matls in the period 1979 to 1989. The
price movement in the telecommunication sector prior (o the deregulation
was not any different because prices were generally fixed be the
government. However, since the commercialisation programme began,
these SOEs have freedom, 1o adjust their prices. The energy charge per
LWh for household and industrial consumers in 1999 was N2.60 and
Na.74, respectively, For NIPOST, local mails currently bear %20.00
stamnp; while NITEL's tarift for local telephone call is between t¥4.30
and N42.90, depending on if the radial distant of the call is less or
greater than 700km. However, neither the consumers nor the service
providers (the SOIis) are satisfied with the price adjustments for while the
clienty are complaining about poor product quality. thie SOEs are often
of the opinion that the charges are below their operating costs. :

DEFA Results tor NIPOST, NITEL and NEPA

Apart from the evaluation of commercialisation policy based financial
ratio, the data envelopment analysis is also adopted to assess the effect
of the policy on technical efficiency and productivity in each of the firms
in relation to the others. Here, the Data Envelopment Analysis (DEA)
has been used in computing the relative change in technical and scale
efficiencies, and total factor productivity changes.

The Data Envelopment Analysis (DEA) affords us an opportunity
to calculate the change in total factor productivity and the decompsition
of it into pure technical change and technical efficiency. This is done.
with the use of the Malmquist productivity index. Fare, er al (1994)
specified an index for measurement of change in total factor productivity

in the form of a goemetric mean of two Malmaquist productivity indexes
as follows: :

My v = (m r
! ( | B ) D(;»l(xi-t‘))r-t) DO-I(X").’)

The first parenthesis inside the bracket represents efficiency
change and the second, technical change. This is a general statement of
the productivity at the production point (x'*', y**!) in relation to point (x'.
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). If the value is greater than unity, it represents positive growth in total
fac(or producti‘vity (TFP), in period t+ 1; the value one shows that the;e
is no cha_ngc in TFP; whereas, value less than unity indicates a fall in
TFP. D, is the distance function that measures the maximal proportional
change in output required to make (x', y) feasible in relation 1‘0
Lechno[ogy. The variables (x, y) are vectors of inputs and outputs. The
superseripts (t. t+ 1) represent present and future time, respcctivcl‘v

Equivalently, this index can be expressed as

-1

!

(.r“',y”'i{ !J_'(.r"',y"’) “.l'l(!:-\')‘:‘l) L
Dix'y" ID_:'I(J"'J"‘] Dy =

My Yy =

“where:

D"l(x"',y"')

o

Df(x'y"

Hi

Technical Efficiency change

172

D;(Il'l‘yhl) D‘:‘l(xr'l'yf‘l'

byl Bty

‘Technical change

Adopting the output approach to the problem, Coelli (1996)

%..
Dé 'r-l’ (X3! DO'" _-" 3 =
E ))[ (g ) )) e (D)

begins with the assumption of constant returns to scale technology and
tht?n prcxe_eded to decomposition. The constant returns to scale, output-
c?nenFed linear programme (DEA) is used for calculation of (h;z distant
_tuncllon_.DU' (. ¥). The following is the constant returns_to \'CtlIC
Olltpqr-ortcnted linear programme used for calculation of [hc‘diqt_'n; e
function D' (x', v%. o
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(@) [d)(x,y)] = Max$, 2. &
st. *(b}-J”+Y:)L = 0,
x“-Xrlz 0,
T ROV VR . .

The remaining three LP problems are;
0 (@ y 1 = Maxd A,
= d)y'.'r”*:}’-“tlé 0,

xl._“lﬁlel >0,
Az0 - A
© (d)(x,., .01 = Maxd, 1.,
st - (by,.‘mﬂ",l > 0,
xm;l =% A0,
Az20, yaall)
@ (d)'(x.p)1" = Max$,A, 0,
st - by o, A
x, =x, A20,

a0, ... (6)

. Umaobong
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The solutions to LP (3) to (6) above are used to obtain the change in TFP
and to calculate change in scale efficiency and technical change indices.

The technical efficiency ratios with constant returns to scale
(CRS) and variable rerurns to scale (VRS) are given as:

TEps. = APJAP

TE ps. = ApJAP

SE = (AP, AP)/(AP/AP) = , JAPv

These ratios are used in the computation of the technical
efficiency and the decomposition of it.

The data used for the DEA were mostly transformed. Analysis
of Malmaquist's productivity and efficiency indices used data on quantity
of output and factors of production. The number of labour hour used in
the current year's production s calculated by mmph muluplying the tot!
number of employees by the average number of hours supplied by each
worker during the year. This method has been adopted in some studics
involving the production analysis (as in Moreney and Toevs, 1979 and
Mlambo, 1993). The average hours of work was put at 2080, while the
number of employees was supplied in the companies’ annual reports.

The derivation of physical capital was done using the total
amount set aside for dépreciation as a base. The argument here is that the
value of current wear and tear of capital stock in current year’s
production represcnts the monctary worth of capital that enters the
current stream of production. Depreciation, therefore, equals the price of
capital (that is, the user’s cost of capital) multiplicd by the physical
quantity of capital. User's cost of capital (U,} is computed as follows:

, = Pr + a) '

where: P, = price of investment goods (producer price of electrical
equipment was uscd);
r = interest rate (here, average nominal lending rates were

used because real interest ratc would become
negativegiven the high rate of inflation - for example.
57 and 72.8 per cent for 1995 and 96. respectively)
« = average defLCl'll[Oﬂ rafe.
The capital employed was thus derived by computuw USEr’s cost
of capital for each year and using it to deflate the value of depreciation.
Simitar approach was adopted to derive materials used in current

production. The running costs (which. of course. do not inciude labour
L1
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costs and depreciation) are assumed 1o be the costs of materials. The
price index for electricity and fuel was used as a deflator. The output was
derived from sales, deflating it with aggregate (rural and urban) price
index for “other services™.

The results of the DEA of efficiency-and productivity changes
are presented in Table 5. The most consistent performance is recorded
- for NITEL, where the level of efficiency remaine

"years. The lével of technological change has been falling during the five
In the second year, NITEL's technological change
! or a fall of 16.1 per cent from the 1992
f the period. NITEL’S

years considered.
declined to 83.9 per cent leve
technological level. Throughout the rest o
technological change shawed a decline.

- NIPOST's total producﬁvity_ has t
in 1995 when there was a decline. The level of efficiency, as indicated

by the Malmquist index means, shows that there has been marginal
increase in the tevel of efficiency. The scale efficiency for this
organisation which increased only in 1993 by 18.6 per cent, remained
unchanged for the following two years but recorded a decline of 11 per

cent in 1996 (Table 5).

d unchanged over the .

improveu over the period except
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Table 5 Malmquist’s Efficiency and Productivity Changes Indicators

CRS Technotlo- Pur
Technica! gical ° chtmica! g(t:;]:'::icncy ;::?I
Efficiency Change Efficiency  Change Prud?nrc-
tivity
1993 NIPOST  1.186 1.675 - 1.00 1.186 - o
NITEL 1.00 © 0.839 .60 1.00 é.gso_
NEPA 0.802 0.416 0.813 0.987 0'333
1994 NIPOST  1.00 1.095 1.00 1.00 '
NITEL 1.00 0.692 1.00 1.00 01'22;
NEPA 1247 0.360 1.230 1.013 0.448
. 1995 NIPOST  1:00 0.532 . 1.00 1o o
CNITEL . 1.00 0.9t1 " 180 1.00 ogﬁ b
" NEPA -~ 0.807 1160 0828 °  0.974 0936
1996 NIPOST ~ 0.890 1.624 1.00 0.890 l.446
I;ITEL 1.00 0.781 1.00 1.00 0.781
AnnualEPA 1.239 6.587 1.207 1.026 8.160
Means
1993 0.996 0.976 0.938 1.058 1.053
1994 1.082 0.716 1.077 1.004 0.745
1995 0.936 0.868 0.943 0.951  0.793
1996 1043 2.997 106 0972 3.462
Organisation’s Means . .
NIPOST  1.019 1.232 1.00 1.019 1.265
NITEL 1.00 0.806 1.00 1.00 0.806
NEPA 1.024 2.131 1.020 1.00 2.460
_Overall Mean 1,014 1 389 LOO7 1006 1.513

The DEA results for NEPA's performance had some impressive
Tesults for TFP change. But when the yearly changes are evaluated, it
is observed the result is spurious since all years recorded declines exc;: [
the fifth year where there were very high increases, which came about :I)S
result of increase in electricity tariff. Nevertheless, the level of

‘efficiency change in the NEPA is on the average about two < cent

throughout the period. -

. /_—‘mnua] means of Malmquist index also show that the three
organisations lfa‘"? been performing poorly in terms of eﬂ':cicncy‘ch::fnges
and in other indices. Apart from the fifth year, where the NEPA's
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ased. the means for technical change and
Generally, the evaluation of
hments, improvement in the

performance positively incre
TFP growth would have been negative.

efficiency shows that, in the three establhis
levels of efficiencies is about 1.00 per cent. This weak performance may
be awributed fo initial adjustment difficulties experienced by each of the
SOE in the course of implementation of the commercialisarion policy.
“Such problems inic_ludc_govcrnmcr.u overseeing ministrics vesisting the
SOEs” autonomy. management refuctance at accepting accountability and
decentralisation as the new rule, workers’ agitation against retrenchment
of redundant labour and competifive wage fixing and the public resistance
to deregulation of prices of SOEs’ products.

Policy Rocoﬁ;mcml:niinﬁs and Conclusion
There are some general problems observe
inhibit the effectiveness of the commerci

problems arg the poor preparation of the firms for
ack of investment funds for capital projects and lack
nt in decision-making processes.

alisation policy. Some of these
commercialisation

programme, acute |
of independence from the governme
Others are management resistance 0 decentralisation and accountability

in the new process, workers’ agitation against retrenchment of redundant
cmployees and competitive wage fixing. and public complains about poor
quality products with arbitrary increases in their prices. :
Despite the enormity of the problems, these SOEs have some
opportunitics and strengths that can be exploited to enhance their
performance. For instance, hese SOEs have large stock of capital
equipment and infrastructure and if such stock is well maintained, it can
be used 1o better the organisations’ financial performance. Morcovcr, the
large sizes of these SOEs. if well managed through modern corporate
" decentralisation and clectronic technique can engender decreasing COSIS

since these organisations arc

scale.
These SOEs are operating in an cconomy where there is a large
market-for their outputs. This provides them with opportuntty o make a
large scale rnover with high profits. Besides. the Nigerian cconomy is
endowed with both human and material resources, which can be
harnessed for business growth. For instance. Nigeria has very high
number of waterfalls and cataracts by which small dany can be
construcied: just like her spread in human seulements and interconnected

well

d amone the three SOEs, which

generally subject to increasing rewrns (0-
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commercia ve- i i
Opponunitilc?.cr e-centres can provide high postal and telephonic business
In view of the large sizes of the organisations under study it will

be comn?endablc that they adopt decentralised approach of mana.e :
(o) ]Ubt?lCl‘l-IE their decision-making processes. Such manag o
rcorga.ntsauon/deccmralisalion should be both longitudinal and Iatigu(::;’]cn:
{that is. across management cadres and gcogfaphical location ofmha
es@bhr_»hmem). This will ensure a speedy process of dectsion-makin ; j
minimise waste that is associated with fong chain of decision ;\icrg ch
in the management scheme. e

‘ The size of these SOEs which is often reckoned as a problem i
basically the problem of over-centralisation in the managemcnt" { "
of these SOEs, It is observed, however, that ohc'rﬁajof charact“lgrgccss‘
these SOES (which are sometimes referred lo.as rcgu'lated indu;tr?clsq) (')t L
the existence of economy of scale (Cowihg and Stevenson, 1981). Gi =
effccm:rc Fie;::mralization of the management orgar;ogram- slvai:
expansion in these SOEs wi I i vesti inc i
Sapns L tll, therefore, result in harvesting of increasing

The lcvle of inefficiency will continue to be experienced in these

SOEs due to inappropriate staffing strategy inflicted on them b
govcrnnlent. intervention in their employment matters. Governme };
interterence in employment and placement of workers should be rr:move[ll
so that the SOEs may use their economic needs and the qualification(s)
of employees as bases for recruitment and placement of workers. Al X
there should be effective training of staff. In these ways the prochjct' ity
and efficiency of fabour will increase. Another gain from incrcr:?i/
autonomy of the firms is access to the capital market. If the SOEs(cc
freely access loans from the banking sector, they will be alleviated 1";_
some gr-{heir financial difficultes. Besides. if they are solely rcsp(()nsib?
tor lret_urujg such debis, the loaned capital will serve as Tgearing factor?
:11 :1:2;2 IS%"LES&I management, which will engender financial discipline

— More iﬂl[)IOI'mH[[_Y. since commercialisation is aimed al increasing
the imvolvement ot the SOEs in market oricnted activitics, it is imp T;:t "
10 I‘CCOI’I)I“CI!d that the ongoing packaging of NITEL and .somc SCL‘F!;H“:I:::-
NEPA‘mr pl"l\';l%isillil)n should be pursued with diligence. However, 10
make room for furiher gains from the commerciahisation in NITEL ; !
NEPA. there is need w increase s technical capacity by rcvimlis:ll’i(’u;“c‘:!
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brokendown capacity and expand their existing c:-upaci[y: These twcf
SOEs, even though they are improving, their ﬁnancgl performance are
not able to meet half the effective demand for their products in the
country. The large market poten{ial_s available to these _S.OE'S can bt}
exploited through expansion, unbundling and subsequent privatisatuon o
f their.activities. - ) '

S In' conclusion, ‘commercialisation policy has enhanc;ed [hc
independence of the target organisations, i.ncreased IhC. .fln?lfl(:lzll
performance of these establishments and impacted positively on
oovernment budget deficits since less lunds noﬂw ﬂov.: “((-) SOE_S as
zubvemions. Nevertheless, the.public has not bcneh.tcd s_uﬂ:c:crr:'lly 1t'rom
the policy. as-outputs from these SOEs are poor in c]ualtty (\;u:l dzf_zz
. shortages. The policy should be rc.v:cwgd, as - intende | by i \
government, to allow these " organisations more freedom 1n .mkmg
decisions. NITEL, for instance, has pcrform.cd well f:nough 1o pmb.l[rd (};:
capacity expansion and undergo priva[isanon:‘ wh_llc NEPA shou b
. revitalised, some sectors of it unbundled and pnvans_cd . NIPOS_T can ;
given a boost through increased autonomy, dc(_:cpsmhsauon and increase
capitalisation of its profit-making lines of activities.
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Appendix Table A3: Flectricity Generati . . -
Table Al: . Number of Postal Articles Handled (’mitlion) Year Cmge(:;?:t;::]d. Conwmm&?n f"“"“_’“ kWh)
Year No. of Articles No. of Articles Total No. of 1970 : e onsumption
Posted in Nigeria Received from Postal Articles (979 2 £ 1272.8
' . Abroad Handled : 6225.5 4030.3
71988 79.87 213.80 293.68 1982 8531.6 6047. 1
1989 106.77° . 22344 © 33021 oo oL 198 10765.4 73748
1990 152.8) $226.79 379.62 ‘ 1989 12812.4 73563
1991 Na Na Na 1991 14166.6 8079'9
11992 358.59 192.83 451.42 1993 14504.6 .
1993 212.86 277.54 490.39 1994 15531'0 9‘398:3
1994 218.82 318.89 537.50 7 1995 e 9593.9
1995 33665 - . 3a1ss . . 57820 L 96 _ pesingy 9435.9
1996 197.40 - . 387.07 48447 T " ' 16210.5 9209.4 " .
Sourge: Federal Office of Statistics (various . years) Annual : " 1998 g 2 :‘E:?g:} o 8843.2
Abstract of' Statistics i CRNGO 5110. 8521.2
Table A2 NITEL's Profit Position 1988 - 1996
Year Profit/Loss (M'm) Change in Profit/ Loss (%)
1988 -586.37
1989 -1615.26 175.47
1990 -1789.42* 10.78
1991 ' -142.62 : 92.03
1992 ; 701.48 591.85
1993 3570.62 ) 409.01
1994 1285.56 64.00
1995 1891.82 47.16
1996 6775.23 258,13
Note: * From 1990, company tax has been levied on NITEL’s
profit/loss.

Source: NITEL Headquarters, Abuja.



