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Abstract 
Nigeria's economic crisis of the 1980s called into question two major aspects of its 

political economy: its mixed economy development model and state-operated 

enterprises (SOEs) seen as the embodiment of the distortions and inconsistencies 

of the model. Compelled by deepening economic crisis and pressure from its 

international creditors, the Babangida administration in 1987 introduced economic 

reform measures that included privatization and commercialization of SOEs. This 

article examines Nigeria's experience with the privatization/commercialization 

program. It focuses on the development and performance of Nigeria's public 

enterprises, the nature and objectives of the program, its theoretical framework, 

and some concerns that the program generates. In depth analysis of literature 

reveal that privatilisation in the African context portrays the fear of injustice, 

exploitation by capitalist countries, it is foreign and it lacks job security. However, 

commercialization and privitalisation increasing productive efficiency and 

strengthens the role of the private sector in the economy, which will guarantee 

employment and higher capacity utilization. Privatization and commercialization 

of public enterprise is an end itself, but as a means to get government interested in 

fostering a new division of labor between the public and private sectors in order 

to increase the efficiency and contribution to the development of both sectors  
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1. Introduction  

Historically, the concepts of privatization and commercialization were first put to practice 

during the golden age of the Han Dynasty in China. In this era, the Mining Dynasty of 

China handover manufacturing industries private individuals in the society to managed. 

Subsequently, Winston Churchill’s government privatized the British steel industry in the 

1950s. This was followed by Western Germany’s which sold its majority stake in 

Volkswagen to small investors in a public share offering in 1961. The success of these 

privatized enterprise and the perception that privatization would go a long way in 

addressing market deficits and capital shortfalls, promote economic development, reduce 

mass unemployment made leaderships of Margaret Thatcher, Ronald Reagan, World Bank 

and International Monetary Fund clamored for large-scale privatization in the 1980s 

through the introduction of structural adjustment programme (Oji, Nwachukwu, and 

Eme, 2014).  

 

Accordingly, the introduction of structural adjustment program propels much 

government in different countries to embark on the massive transfer of public owned 

companies to private individuals (Alabi, 2010). In Nigeria, structural adjustment program 

did kick start not until 1986 when the International Monetary Fund (IMF) insisted that one 

of the conditions the foreign loans requested by the then Shagari’s Administration can be 

granted was to divest ownership in the management and control of some public 

enterprises (Adeyemo & Adeleke, 2008).This debate resonated to Buhari/Idiagbon and 

General Babangida government that finally announced an intention to divest its holdings 

in certain key sectors of the economy and subsequently promulgated the Privatization and 

Commercialization Act No. 25 of 1988. 

 

Against this backdrop, privatization has hitherto been described by some authors as neo-

liberal policies and idea packaged and sold by the western metropolis through their 

agencies such as World Bank and International Monetary Fund (IMF) (Gberevbie, Oni, 

Oyeyemi, Abasilim, 2015). However, several other studies have noted that privatization of 

public enterprises would help to overcome the misuse of monopoly power, defective 

capital structure, mismanagement, corruption and nepotism (Abdullahi, 2014; Dappa, & 

Omi, 2014). Indeed, a public enterprise in Nigeria tends to be characterized by incessant 

corruption, inefficiencies, ineffective to they're bureaucratic in nature that is responsible 

for many government failures. These low performances in addition to technological 

shortcomings of many public enterprises appear to have made many studies to suggest 

that privatization or divesting inefficient public enterprises could save costs and generate 

more revenue to the government. Nwoye, 2011) specifically argued that privatization and 

commercialization of public enterprise will not only facilitate the provision of capital and 

technology to strategic areas where the private sector either shy away from or lacked the 
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capacity to invest, it will also increase capital formation, encourage foreign direct 

investment, production of essential goods at lower costs, create employment and generally 

contribute to the economic development of the country. Several other evidence has 

revealed that because many of the public Enterprises in virtually all tiers of government in 

Nigeria were either equipped with low or second-grade machinery, the performance of 

these public enterprise has remained very dismal with no options but to privatized them 

(Obadan, 2000). 

 

2. Privatization in Nigeria  

Privatization in Nigeria was formally introduced by the Privatization and 

Commercialization Act of 1988, which later set up the Technical Committee on 

Privatization and Commercialization (TCPC) chaired by Dr. Hamza Zayyad with a 

mandate to privatize 111 public enterprises and commercialize 34 others. In 1993, having 

privatized 88 out of the 111 enterprises listed in the decree, the TCPC concluded its 

assignment and submitted a final report. Based on the recommendation of the TCPC, the 

Federal Military Government promulgated the Bureau for Public Enterprises Act of 1993, 

which repealed the 1988 Act and set up the Bureau for Public Enterprises (BPE) to 

implement the privatization program in Nigeria. In 1999, the Federal Government enacted 

the Public Enterprise (Privatization and Commercialization) Act, which created the 

National Council on Privatization chaired by the Vice President, Alhaji Atiku Abubakar. 

The functions of the council include:  

 

 making policies on privatization and commercialization;  

 determining the modalities for privatization and advising the government 

accordingly;  

 determining the timing of privatization for particular enterprises;  

 approving the prices for shares and the appointment of privatization advisers;  

 ensuring that commercialized public enterprises are managed in accordance with 

sound commercial principles and prudent financial practices; and  

 interfacing between the public enterprises and the supervising ministries in order 

to ensure effective monitoring and safeguarding of the managerial autonomy of 

the public enterprises.  

 

The 1999 Act also established the Bureau of Public Enterprises (BPE) as the secretariat of 

the National Council on Privatization. The functions of the bureau include among others 

to do the following:  
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 implement the council’s policies on privatization and commercialization;  

 prepare public enterprises approved by the council for privatization and 

commercialization;  

 advise the council on capital restructuring needs of enterprises to be privatized;  

 ensure financial discipline and accountability of commercialized enterprises;  

 make recommendations to the council in the appointment of consultants, advisers, 

investment bankers, issuing houses, stockbrokers, solicitors, trustees, accountants, 

and other professionals required for the purpose of either privatization or 

commercialization; and  

 ensure the success of privatization and commercialization implementation 

through monitoring and evaluation.  

 

The subsequent exercise brought with it controversies that are still raging on. Western 

countries, and in particular IMF and the World Bank, have been blamed for forcing the 

privatization of public services and natural resources in Africa as a condition for 

development assistance (Nwoye, 1995). They are accused of telling impoverished countries 

to turn their public services over to private owners and to sell off their oil, gas, mining, 

electric, telecommunication, transport, and water companies, which are also said to be 

conditions for debt relief. Many African countries are neck deep in debt and begging for 

debt forgiveness. It is said that Nigeria has a debt burden of $32.3 billion, where servicing 

is estimated to gulp as much as $2.91 billion in 2003.   

 

3. Historical Perspective on Development of Public Enterprises in Nigeria  

The public sector emerged in Nigeria as a result of the need to harness rationally the scarce 

resources to produce goods and services for economic improvement, as well as for the 

promotion of the welfare of the citizens. The involvement of the public sector in Nigeria 

became significant during the period after independence. The railways were probably the 

first major examples of public sector enterprises in Nigeria. At first, conceived mainly in 

terms of colonial strategic and administrative needs, they quickly acquired the dimension 

of a welcomed economic utility for transporting the goods of international commerce, like 

cocoa, groundnut, and palm kernels. Given the structural nature of the colonial private 

ownership and control of the railways in the metropolitan countries, it would hardly be 

expected that the Nigerian Railways Corporation could have been started as any other 

project than as a public sector enterprise for such mass transportation. (Abubakar, 2011). 

The colonial administration was the nucleus of necessary economic and social 

infrastructural facilities that private enterprise could not provide. Facilities included 

railways, road, bridges, electricity, ports and harbors, waterworks and telecommunication. 

Social services like education and health were still substantially left in the related hands of 

the Christian Missions. But at this initial stage government itself moved positively into 
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some of the directly productive sectors of the economy; the stone quarry at Aro, the colliery 

at Udi, and the sawmill and furniture factory at Ijora. Those were the early stages (Dimgba, 

2011). The emergence of the crude oil industry into the Nigerian economy, after the civil 

war in the 1970s, with the associated boom intensified governmental involvement in 

production and control of the Nigeria economy. One major aim of government at that time 

was to convert as much as possible of the growing oil revenue into social, physical and 

economic infrastructural investments. The Nigerian Enterprises Promotion Decree of 1972, 

which took effect on 1 April 1974, with its subsequent amendment in 1976, provided a 

concrete basis for government’s extensive participation in the ownership and management 

of enterprises. Given these developments, Public Enterprise at the federal level had 

exceeded 100 in number by 1985; and these had spread over agriculture, energy, mining, 

banking, insurance, manufacturing, transport, commerce, and other service activities 

(Obadan, 2000).  

 

Before long, the range of Nigerian Public Enterprise had stretched from farm organizations 

to manufacturing, from municipal transport to mining, from housing to multipurpose 

power, and from trading to banking and insurance. At the state and local governmental 

levels, the range of activities that had attracted public sector investment also had become 

quite large. Thus, a variety of enterprises – with the public interest in terms of majority 

equity participation or fully-owned by states and local governments, as well as other 

governmental entities – became visible in various parts of Nigeria. Between 1975 and 1995, 

it was estimated that the Federal Government of Nigeria had invested more than $100 

billion in Public Enterprise (Nwoye, 2011). 

 

4. Privatization and commercialization  

The concept of privatization and commercialization has been used interchangeably. 

However, the two concepts have a different meaning. According to (Ayodele, 2004), 

privatization is the process of transferring ownership and control of a government owned 

business to private individuals. It is a transfer of ownership right from a public agency to 

the private sector. It is the sale of government-owned assets and the opening of certain 

markets to the private sector. Privatization has also been defined by Privatization and 

Commercialization Act of 1988 and the Bureau of Public Enterprises Act of 1993 as the 

relinquishment of part or all of the equity and other interests held by the Federal 

Government or any of its agencies in enterprises whether wholly or partly owned by the 

Federal Government. This definition means that privatization can be full or partial. Partial 

privatization occurs through equity dilution, joint ventures, management contract and 

lease. Full or complete privatization is the complete transfer of ownership and control of a 

government enterprise or assets to the private sector. It is the transfer of the ownership 

(and all the incidence of ownership, including management) of a public enterprise to 
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private investors. Similarly, Ezeani (2006) defined privatization as a deliberate government 

policy of stimulating economic growth and efficiency by reducing state interference and 

broadening the scope of private sector activity through one or all of the following strategies 

; transfer of state-owned asset to private ownership, through sale of share, control or 

management of state-owned asset, encouraging private sector involvement in public 

activity and shifting decision-making to agents operating in accordance with the market 

condition.  

 

Solanke (2012) also defines privatization as the sale of operation, granting vouchers to 

serve recipient or contracting out whichever ways it is defined the main idea is the 

changing of business status service, industry from government or state or public to private 

ownership or control. Several other studies have also defined privatization as a systematic 

transfer of appropriate functions, activities or property from the public to the private 

sector, where services (production and consumption) can be regulated more efficiently by 

the market and price mechanism. It is a shift from the public to the private sector, not shifts 

within sectors. To this end, a product of privatization is a significant change in the 

relationship between the government and the private sector, with the role or the level of 

involvement of the state in the economy being reduced, as more of the functions get shifted 

to the private sector.  

 

On the other hand, commercialization is the practice of making a profit from services or 

activities formerly offer free or at a low price to the public. It is the practice of making an 

activity profitable that was totally free. It can also be seen as is the efficient running of a 

government enterprise with the major motive of making a profit. Section 14 of the 1999 

privatization and commercialization act though did not distinguish Privatization and 

Commercialization; severities opined that commercialization is the reorganization of 

enterprises wholly or partly owned by the Federal Government in which such 

commercialized enterprises shall operate as profit-making commercial ventures and 

without subventions from the Federal Government. The Act provides that commercialized 

enterprise shall operate as a purely commercial enterprise and may, subject to the general 

regulatory power of the Government of the Federation(a) fix the rates, prices and charges 

for goods and services it provides. Unlike the privatized enterprises, in commercialization, 

the government would continue to be the sole owner of the enterprises, they would also 

continue to have a financial stake in the enterprises to be commercialized (Oji, 

Nwachukwu, & Eme, 2014).  

 

However, the Technical Committee on Privatization and Commercialization (TCPC), now 

Bureau of Public Privatization (BPE), would ensure that all the checks and balances are in 

place to minimize government interference and to encourage optimum performance by 
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the managers of those enterprises. Commercialized enterprises should adopt commercial 

orientation and financial self-sufficiency. They are expected to be better managed and to 

make a profit. They are expected to be run like privatized enterprises in future except 

perhaps in the case of utilities. It should be self-sufficient in both it's recurrent as well as 

capital expenditure needs. Enterprises to be partially commercialized would be expected 

to operate like the fully commercialized ones in terms of better management and profit 

orientation but because of the ‘public’ nature of the goods and services provided by those 

enterprises and in order to keep the prices of their products or services as low as possible 

for the public, government would still provide financial grants for the capital projects of 

the partially commercialized enterprises. They would be expected to earn enough revenue 

to cover their operating costs. From the foregoing, it is clear, therefore, that when a public 

enterprise is fully commercialized, the expectation is that it should operate as a purely 

commercial enterprise without subventions from the Federal Government. 

 

Drawing from the above for privatization and commercialization to take place only is 

existence of public enterprises, which need to be converted into private enterprises. 

Secondly, there is the reasoning that private ownership or control or management would 

be better than public ownership. Finally, privatization is premised on the fact that there 

are problems with public ownership of enterprises and privatization is part and parcel of 

a reform agenda to turn around these enterprises so that they can deliver goods and 

services more efficiently and effectively. Both privatization and commercialization have 

become a generic term often employed to describe a wide range of policy initiatives 

designed to alter the mix in ownership and management of enterprises away from 

government in favor of the private sector (Kifordu, Egwuenu & Ukpere, 2016). They are a 

variety of measures adopted by the government to expose a public enterprise to 

competition or to bring in private ownership or control or management into a public 

enterprise and accordingly to reduce the usual weight of public ownership or control or 

management. Privatization and commercialization of public enterprises remove the 

burden accompanying budgetary obligation (especially where some of the enterprises are 

making losses).  

 

Removal of government restrictions on private economic activity and divestiture of the 

state assets particularly State Owned Enterprises (SOEs) into private hands reduce 

government expenditure, promote efficiency in the running of businesses, promote 

innovation, creates avenue for private investment, provide government with short-term 

revenue and reduces the problems of corruption, nepotism associated with public 

corporation. Most importantly, privatization and commercialization abolished monopolies 

or barriers to entry, increase competition and increasing government revenue as evidence 

in the Nigeria telecommunication industry. It is on the onion that several studies opined 
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that privatization and commercialization are akin to deregulation of a country’s economy. 

In this essence, full participation of private individuals in the country’s economic activities 

is crucial to ensure competitive economic system devoid of monopoly and allow price 

mechanism of demand and supply’s principle of economy to prevail. According to greater 

weight to the private sector creates efficiency market economy and propels foreign direct 

investments. 

 

5. Privatization and Commercialization of public Enterprises in Nigeria  

Many countries of the world embarked on privatization programs at different times. Chile 

introduced privatization program in 1974. The United Kingdom implemented a rigorous 

privatization program during the regime of Margaret Thatcher in the 1980s. The British 

decision to embark on privatization program was largely informed by the need to cut back 

on public spending rather than the need to promote efficiency and competition. The 1990s 

witnessed the implementation of privatization programs in many countries of the former 

eastern bloc like Russia, Romania, Czechoslovakia etc. Indeed, it has been documented 

that more than 8,500 State-owned enterprises in over 80 countries have been privatized in 

the past 12 years (World Bank, 2003). 

 

 In Nigeria, the actual implementation of commercialization and Privatization started in 

1988 with the inauguration of the Technical Committee on Privatization and 

Commercialization as contained in Decree No. 25 of 1988. This act marked privatization 

exercised which started with commercialization of some enterprises like the Nigeria 

Railway Corporation (NRC), National Electric Power Authority (NEPA), Nigerian 

Telecommunication Limited (NITEL), the postal services, Nigerian Port Authority in 

which BPE employed concessions rather than outright privatization. Concessions entails 

allowing some private company to run ports for five to ten year. The company is 

automatically granted some level of ownership right. Essentially, privatization program in 

Nigeria started with the commercialization of public enterprises. This was inevitable 

because it was less cumbersome and easier to achieve. It only entails detaching the 

enterprises from government departments and ministries and made them be a cost 

accountability centers as done in the private sector.  

 

Thereafter, certain enterprises like the Ikoyi Hotel, Federal Palace Hotel, African 

Petroleum, National oil and Unipetrol were sold to Nigerian. Others privatized enterprise 

were Aluminum Smelter Company Plc, Anambra Motor Manufacturing Company Ltd, 

Peugeot Automobile of Nigeria Ltd, Nigeria Airways, National Fertilizer Company 

Nigeria, Jos Steel Rolling Company Ltd, Oshogbo Steel Rolling Company Ltd, Katisina 

Steel Rolling Company Ltd, Calabar Cement Company Ltd were all short down prior their 

privatization. It is also important to note that public enterprises Act in 1999 empowered 
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Bureau of Public Enterprises (BPE) to take over the activities of The Technical Committee 

on Commercialization and Privatization (TCPC) initially served as the secretariat and 

implementation of privatization reform. The Act also made provision for the establishment 

of National Council on Privatization (NCP). The NCP is the lead policymaking body in 

charge of privatization and commercialization in Nigeria. The study showed that between 

1975 and 1999, $200 billion was spent on public enterprises and that the funding of these 

enterprises has been a drain on the treasury(Jerome, 2008). President Obasanjo specifically 

said that about USD800 million dollars were lost due to the unreliable power supply by 

NEPA and anotherUSD4000 million through inadequate and inefficient. This means 

almost all the public enterprises privatized were not effective.  

 

For examples, the Delta Steel Company Plc. was shut down in 1995 until privatized in 2005, 

Ajaokuta Steel Company Ltd and National Iron Ore Mining Company Ltd were not 

completed, Aluminum Smelter Company Plc. was shut down. Similarly other than the 

Anambra Motor Manufacturing Company Ltd and Peugeot Automobile of Nigeria Ltd, all 

the motor vehicle, and truck assembly companies were shut down. Other than non-

performance of this enterprise prior their privatization, there was a high level of debt 

overhang, staff and pension liabilities and corruption. Due to a debt level of Nigeria 

Airways, National Fertilizer Company Nigeria, Jos Steel Rolling Company Ltd, Oshogbo 

Steel Rolling Company Ltd, Katisina Steel Rolling Company Ltd, Calabar Cement 

Company Ltd, Nigeria Sugar Company, Bacita, and Nigeria Newsprint Manufacturing 

Company Limited were liquidated. More striking, the reform in power sectors appears 

that privatization is disgust for self-serving interest. For examples, 10 billion dollars were 

invested in PHCH during Obasanjo’s regimes yet the sales of the company did not cover 

the accumulated arrears or benefits of their former staff let alone to pay the creditors of the 

former NEPA.  

 

Similarly, $500 million paid by Transcorp for 51% of NITEL shares was insufficient to cover 

the staff benefits. Study there noted that privatization carried in many sectors of the 

economy was avenues to promote the interest of few elites, foster the welfare of a particular 

group, encourage employee ownership, and restore full rights to former owners of 

property expropriated by previous regimes. As a matter of fact, from 1999 to 2010 the 

objectives of privatization were not been achieved due to various factors including debt 

overhang, pension liabilities, tax liabilities, staff salaries, unfavorable economic climate, 

and corruption. Drawing from this, the paper is in doubt if the successor companies (SC) 

that took over the generation, distribution, and transmission of PHCN would perform to 

the expectation of Nigeria. A critical look at the unfair seven hundred and fifty (#750) naira 

charge on electricity consumers without improvement in the electricity supply over a year 

show the insensitive of the 11 successor distribution companies (Transmission Company 
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of Nigeria (TCN) which include Abuja Electricity Distribution Plc, Benin Electricity 

Distribution Plc, Eko Electricity Distribution Plc, Enugu Electricity Distribution Plc, Ibadan 

Electricity Distribution Plc, Ikeja Electricity Distribution Plc, Jos Electricity Distribution 

Plc, Kaduna Electricity Distribution Plc, Kano Electricity Distribution Plc, PortHarcourt 

Electricity Distribution Plc, Yola Electricity Distribution Plc. The generation companies are 

Shiroro Hydro Power Plc, Kainji Hydro Power Plc, Afam Power Plc, Sapele Power Plc, 

Ughelli Power Plc and Geregu Power Plc. 

 

6. Bias against Privatization  

Given the fact that the initial impetus for privatization in Africa came from creditor 

institutions, especially the IMF and the World Bank, as part of the push for structural 

adjustment, many believed that there must be a hidden agenda in the form of economic 

exploitation. It is principally the conditionality that was attached to privatization vis-à-vis 

debt relief and financial assistance that provoked resentment from the public view, 

especially labor, which views privatization as creditors’ initiative. As in some of the other 

African countries, resentment is intensified because a good number of the larger 

enterprises being privatized are bought over by foreign interests.  

Several of the arguments against privatization are as follows:  

 

 Public Enterprises Should Stay - There is this strong belief that privatization is 

not necessary. Public enterprises need not run at a loss; all they require is good 

managers, less political interference, competent boards of directors, and especially 

more rational pricing policies.  

 Injustice - There is an assertion that it is the politicians and bureaucrats that 

caused the public enterprises to perform poorly but only labor is asked to carry 

the burden of reform. Critics view this as injustice.  

 Exploitation by Capitalist Countries - Privatization is seen as an imposition by 

foreign capitalists and agencies like the IMF and the World Bank; therefore, 

privatization must be meant to exploit the developing countries.  

 Privatization Is Foreign - Some critics have argued that privatization is neo-

colonialism since the policy is being pushed by International Monetary Fund, 

World Bank, and their agencies. It is not an indigenous idea; therefore, it will not 

work.  

 Labor’s Demands for Job Protection -Right from the onset, the most publicly 

persistent and organized opposition of privatization in Nigeria has come from the 

labor movement. There always have been strikes and counterstrikes against any 

decision to privatize a government agency. Sometimes workers have succeeded in 

blocking or slowing down the privatization of specific enterprises. In other cases 

the government simply has brushed aside the labor opposition leaving a legacy of 
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anger and political tension. What is obvious is that workers are reacting against 

threatened jobs or the possibility that benefits might be jeopardized under new 

management.  

 Rising Prices - Opponents fear that the private sector will exploit consumers 

where there is monopoly or oligopoly power such as by raising the prices of goods.  

 Creating Poverty - At the heart of the criticism of privatization is the perception 

that it has not been fair - hurting the poor and the vulnerable work force, while 

benefiting the rich, the powerful, and the privileged - thereby perpetrating 

poverty.  

 Breaking of Unions - Workers dismissed as a result of privatization have great 

difficulty finding other work; the large number of people out of jobs is forced to 

accept jobs with lower pay, less security, and fewer benefits. They, therefore, 

believe that the aims of privatization are to reduce labor costs and numbers, and 

to break union power.  

 Corruption - There is this argument that even if privatization contributes to 

improved efficiency and financial performance, it has a negative effect on the 

distribution of wealth perhaps arising from corruption. Corruption is the single 

most destructive factor responsible for the pitiable state of affairs in many 

developing countries. It distorts the economy through waste and misallocation of 

resources and creates need for external assistance. Transparency International has 

for a long time decried the evil consequences of corruption and has identified acute 

corruption in many developing countries.  

 

Perhaps it may be likely that it is the continued pressure from World Bank to get the reform 

process moving and to keep it on track that causes some of these humanitarian issues 

somehow to be brushed aside. These indictments are not a rarity. The fears about 

privatization are not only Nigerian-made apprehensions. Worldwide, proponents of labor 

have been the most vigorous and persistent. Critics of privatization are consistently 

portraying its negative effects on income distribution and worker welfare. Not enough is 

yet known empirically about the impact of privatization in Nigeria to form definitive 

judgments; the current statements on the issue still lie between propositions and 

conclusions.  

 

7. Objectives of Privatization  

It is possible that some of these popular and critical perceptions and assertions about 

privatization are accurate. There is no doubt that mistakes have been made in the past and 

that promises have not been kept, for instance the incidence of interference from political 

office holders. However, it may turn out to be a mistake to judge privatization from a 

limited perspective. The set of objectives privatization programs are meant to achieve is 
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broad and involved; it has many fundamental components that can act together for the 

enhancement of microeconomic efficiency. There are, indeed, some critical long run 

objectives to be achieved through privatization including the following:  

 

 increasing productive efficiency;  

 strengthening the role of the private sector in the economy, which will guarantee 

employment and higher capacity utilization;  

 improving the financial health of public services with savings from suspended 

subsidies;  

 freeing more resources for allocation to other needy areas of governmental 

activities (for example, finances that would have been applied for subsidies should 

now be channeled to the development of rural communities); and  

 reducing corruption because interference by politicians will cease.  

 

Invariably, a privatization program ought to be judged and assessed by the extent to which 

the stated objectives have been met. Furthermore privatization could take a slow but 

steady developmental speed.  

 

8. Agenda for a Successful Privatization Exercise 

 Monitoring of Privatization Processes: Some countries have created strong semi-

autonomous privatization commissions with participation from government, 

business, and other sectors. Nigeria can create such a commission consisting of 

governmental representative(s) - possibly the BPE, labor union representative(s), 

and representatives of Chambers of Commerce - to be involved in the monitoring 

and implementation processes.  

 Transparency and Accountability: One of the most important issues in 

privatization is the concern for transparency and accountability. The Nigerian 

nation is characterized by distrust and suspicion. Suspicions of corruption that 

follow privatization deals require that separate auditing and House of Assembly 

Oversight Committees be established to help in the monitoring process. 

Transparency creates a perception of honesty and accountability. The funds 

realized from sale of public enterprises can be invested in tangible public interests 

like services of education and health. Some developing countries apply their 

proceeds towards debt repayments. It is my considered opinion that money 

realized from sale of public enterprises and saved through withdrawal of 

subsidies should be invested in the hinterland for provision of infrastructure. This 

will not only enhance development, but also will check the drift of rural-urban 

migration, especially among the youth, since the cities are getting overpopulated 

while the rural areas are quickly deteriorating.  
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 Consistency and Credibility; I learned sometime ago that consistency plus 

credibility equals economic confidence. There is no doubt that the public always 

desires an unbroken record of credibility to win their confidence in any structural 

reform program. The key to credibility is consistency and communication. 

Whenever government lacks credibility, people refuse to change, until the 

confrontation that ensues imposes unavoidable cost on the warring parties at the 

expense of the economy.  

 Capturing the Confidence of Labor: Government should endeavor to win over 

labor’s acceptance of privatization by giving them ownership of shares in the 

enterprises. Workers could be allocated a percentage of the shareholding at a 

special discounted price.  

 Proper supervision of privatized enterprises: There is need for good follow up on 

privatized enterprises. There is need to keep a record of accurate figures on pre- 

and post-privatization employment levels including statistics to show whether 

employment is declining or increasing to calm the fear of labor unions. Other 

statistics should include how much of capable and qualified labor will be absorbed 

by the buyers, etc.  

 Addendum: Labor on the other hand must also realize that many of the jobs also 

might have been lost anyway by retrenchment, since government could not keep 

subsidizing crises-ridden public enterprises indefinitely; the only exercise that 

could be guaranteed is constant layoff. Other than privatization, any serious 

attempt to address the deficiencies and losses of public sector enterprises must 

necessarily involve downsizing.  

 Inclusion of Labor: Interaction with the unions as stakeholders is often a good 

strategy. One of the major mistakes that is common in privatization in Africa is 

taking the workers for granted. When the unions are not involved in the organized 

process, it may be difficult to gain their cooperation. The stakeholders must be 

sensitized to the impending constraints that privatization is likely to bring about, 

especially in the short run.  

 

9. Ideological Imperatives  

It is quite instructive to note that successful structural reform cannot be recorded unless:  

 the government trusts, respects, and, most importantly, informs the public 

adequately, every step of the way, as to why certain actions are being taken  

 privatization is done properly with no special concessions or privileges when 

selling public enterprises; and  

 the creditor countries consider Nigeria’s specific circumstances while mounting 

pressure on the speed of the privatization exercise because ours is a low-income 

country characterized by poverty.  
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10. Rationale for Privatization and Commercialization of public Enterprises in 

Nigeria  

Privatization and commercialization are based on the premise of efficiency management. 

Against this backdrop, Gberevbie et al (2015) highlighted the following rationales.  

 

These which include:  

 To overcome inefficiency enterprises: over the years government enterprises 

have become so inefficient, as epitomized by the epileptic services they render to 

the public. This is in spite of the fact that the government has and still continues 

to pump in a lot of money into them. Instead of improving, most of them seem to 

be retrogressing. Acting as drain pipes on the economy without making any 

meaningful contribution to our economic development via service delivery, the 

government decided to transfer them to private hands that have over the years 

proved to be better managers in order to reduce wastage. It is assumed that 

because public enterprises are funded wholly or partly by government and also 

run by the government they are run inefficiently. Consequently, in terms of public 

enterprises, privatization will introduce new technologies and promote 

innovation while the private investors will upgrade plant and equipment, increase 

productivity, including utilization of industrial plant, improve the quality of the 

goods and services produced, introduce new management methods and teams 

and allow the enterprise to enter into domestic and international alliances essential 

to its survival.  

 To manage economic recessions: The Nigerian economy has been in a very poor 

state for quite some time now. The level of unemployment is simply unacceptable. 

The excruciating foreign debt food crisis, poor infrastructure etc. are all evidence 

of the economic decay which the nation has found itself in. Apparently, the 

economy can no longer sustain the level of wastages associated with public 

enterprises. Also as a step to get out of this malaise, a solution has to be found on 

how to reduce wastes. Privatization is one of such solutions.  

 Structural Adjustment purpose: Following the downturn in the Nigerian 

economy in the early eighties, the government of Alhaji Shehu Shagari stated the 

Austerity measures which were aimed at bringing about a reduction in 

government expenditure and imports. These measures did not achieve much 

before the government was booted out of office by the military which also 

continued the search for policy measures that will review the economy. In 1986, 

the Babangida government introduced the World Bank/IMF. A deepening effort 

towards salvaging the worsening situation culminated into the 1986 Structural 

Adjustment Programme (SAP), which aimed at the restoration, in the medium 

term of the healthier path of national economic development. A key course of 
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action of SAP towards the realization of policy intention was to reform public 

enterprises so as to lessen the dominance of unproductive investments in the 

economy improve their efficiency and intensify the growth potentials of the 

private sector. To achieve the above desired culminated into the packaging of a 

public enterprises reform program whose main thrust were divestment of 

government interest in a number of non-strategic enterprises and 

commercialization of others. A supportive decree, privatization and 

commercialization Decree was promulgated in 1988. This decree makes provision 

for the privatization and commercialization of federal government enterprises and 

other enterprises in which the federal government has equity interests. This decree 

gave breath and life to effective public enterprises reforms in Nigeria with the 

expectation that private sector would do better in managing the economies. For 

instance, the proponents of SAP opined that implementation open up the economy 

for private individuals would reduce the high level of inflation, huge domestic 

debt, high level of unemployment and low growth rate of the national economy, 

the chronic deficit in the balance of payments position. Thus, the privatization of 

the economy would lead to greater accountability, better factor allocation, the 

ceasing of public subventions of industries.  

 Other rationale for privatization were to reduce the financial drain on the state in 

the form of subsidies, unpaid taxes, loan arrears and guarantees given, 

mobilization of private resources to finance investments that can no longer be 

funded from public finances, generation of new sources of tax revenue, limitation 

of the future risk of demands on the budget inherent in state ownership of 

businesses, including the need to provide capital for their expansion or to rescue 

them if they are in financial crisis. A cursory look at the appropriations made 

between 1970 and 1999 and 1999 and until present day will show that no 

appropriations were made to the public enterprises listed for privatization. 

Instead, the proceeds of the sale were paid to the government treasury for the 

purpose of the appropriation. 

 

11. Challenges Facing the Implementation Privatization and Commercialization of 

Public Enterprises in Nigeria  

The idea of privatization is that the state should ensure the supply of services where 

necessary. It should ensure that essential goods and services are provided but not aimed 

to be the sole producer or delivered. Whereas in the past government was seen as often 

squeezing out market supplies, it is now expected to support their development and 

promote competition. The task now is that with the fast incorporation of Nigerian State 

into the market-oriented system, there seem to be some hindrances to grapple with in 

actualizing the dreams of public enterprises reform. According to Obadan and Ayodele 
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(1998) and Obadan (2000), the relative success in the public enterprise's reform has some 

crucial problems which are economic, political and ideological. These problems are 

summed up as follows:  

 Socio-political and ideological: Theoretically privatization of Public Enterprises 

(PEs) has some ideological underpinnings as conceptualized by the classical or 

neo-classical and the liberal neoliberal schools of thought. Privatization was seen 

by some as a carryover of the structural adjustment program and also seen is a 

caricature of the international capitalist imposition especially the World Bank / 

IMF. The structural adjustment of the 1980’s was seen as an inevitable 

circumstance that pervaded the world economy order then. The socialist 

ideologue also sees public enterprises reform as a path towards consolidating 

capitalism.  

 Uncooperative Attitude of some government officials (Enterprises managers 

and staff): Some officials were recalcitrant over the policy or privatization as this 

would undermine the status quo, particularly the supervising ministries. Obadan 

(2000) argued that the former supervisory ministries misconceived the program as 

a way to reduce their power as the affected PEs will be insulated from all 

ministerial controls and interference, and somehow silently opposed to the policy 

arrangements. Similarly, managers and staff of these privatized PEs are against 

the reform as it would undermine their position. Some of these criticisms overtly 

or covertly may have devastating implication on the program.  

 Weak market alternatives: As applicable to poor developing countries, Nigeria 

has less mature formal business sectors, with higher start-up cost, less capacity to 

invest, and less exposure to competition.  

 Geopolitical and income-group spread: The enabling decree laid emphasize on 

equity in the spread of shareholding. But contrarily there was marked imbalances 

in equity shareholders distribution among income groups and the different 

segments of the society. Some income groups or geopolitical entity tends to have 

cornered the market.  

 Government capacity: Closely related to the attitude of the public officials and 

managers of PEs over the delays in the implementation of PE reforms has to do 

with whether the government has the administrative and political ability to 

undertake its new roles. The government must have the capacity not only to make 

initial diagnoses and assessments to decide on policy implementation and also to 

administer the state's roles once PEs reforms have been established.  

 Poor funding of the National Committee on Privatization and Bureau of Public 

enterprises: The essential economic reform mandate of the Bureau and the various 

NCP sector steering committees is threatened by poor funding.  
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 The Problem of inaccessibility to credit: Many prospective equity holders did not 

have enough funds to process their application forms, contrary to the expectations 

of government. The perceiving problem of financial limitations, the government 

directed all licensed commercial banks to extend to all interested persons. In spite 

of this directive, banking system did not respond favorably due to what they called 

“operational lapses”. The financial problem thus dampened the enthusiasm, 

particularly of paid workers whose salaries are not high enough to cope with the 

financial requirement to benefit from the policy. However, it may, therefore, be 

necessary for Employer’s Association to provide assistance for their employees, in 

terms of share purchase loans that will relief and relax the high tension of workers 

with respect to this programs  

 Institutional Investors versus Small Individual Investors: On many occasions, 

there were reports of over-subscription in the shares for the offer of sales. This, in 

most cases, arose from the intervention of institutional investors to broaden their 

investment portfolios. This intervention, incidentally, obstructed the chances of 

small individual investors in getting the quantities of equity shares they desired. 

 

12. Conclusion and Recommendations  

In conclusion, the point is that if privatization is carried out with sincerity of purpose, 

almost every group will come out ahead as a result of divestiture. Privatization and 

commercialization of public enterprise is an end itself, but as a means to get government 

interested in fostering a new division of labor between the public and private sectors in 

order to increase the efficiency and contribution to the development of both sectors. 

Workers will be shareholders. Consumers will be better off because of better services. 

Given the enormity of the socioeconomic problems facing Nigeria, there is every reason to 

worry about the state of our plans and actions. The issues involved, from development of 

infrastructure through production of vegetables, all have serious ramifications, not only 

for the public sector but also for the economy as a whole. 
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