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Abstract j

This article examines the malady of Public Epe
aper NOIES that 1t s .ihe fOC.used problgms. that are responsible for (hejr ineny
which has also cqlmlnatcd Into privatization and commercialization g poliéa
reaction in Nigera. The paper hO\fvever discovered thar public enlefprisess',
problems are daunlln.g. Thus, what is responsible for this is not unconnected
with the dilemma of operational autonomy and government control. Havirg
noted all the attendant pr(?bi.ems_, the paper is of the view that rather thap ‘blind’
p;‘,\-auza[ion or commercialization as panacea to public enterprises’ problem in
Nigeria, that, they should be properly classified to know which ones may be
pri:.‘atised. commercialised or -reorganised. The paper infers that p{lbﬁc
enterprise in Nigeria requires radical reorganization and re-orientation coupled
with strong political-will for public enterprises to be able to meel their
developmental and efficiency goals.

TPTIses in Nigeria. The

Introduction :

In virtually all regions and climes of the world, active involvement
of the government in the planning and execution of economic policies is
indeed inevitable. In addition to security, both democracies and
dictatorships seek other common objectives. As rightly posited by Wit
(1953:8), “all forms of modern government attempt to promote the
economic health of their particular state”. Such must be an objective of
any government is clear when one considers the extent to which national
security is related to the vigour of the national economy. The very
survival of the State is linked to the ability of its economy to meet the
material demands of both the people and government. A regime, which
fnlﬂntionally or otherwise, promotes an economy incapable of supplying
'S people with at Jeast the minimum of subsistence, courts disaster. Thus,
government involvement in the direction of the economy in developing

countn : . i :
“nnes of Africa, Asia and Latin America becomes even more

; :
Mportant, given the abse
and

Pary

nce of viable indigenous entreprencurial class
the threay Posed to their entire economic and political structures,
Clul'arly in Africa, by neo-colonialism (Aboyade, 1976:6).
Ca[:lcl;:;r":ew of the 'furegoing. that shortly after indcpgndcnct“,\ |l
they i"hen"tedo Most African countries that neither the public services
nor the few scattere

e SRS

€Party,
cnt ofPub[,'C S(."‘,"(_c

d private enterprises controlled or
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this has to be done by the State. Here the State is the onl
can mobilize resources on a

economy in the context of the scientific and tec!

y force, whicy
national scale, oreanize their employmen

and define the principal current of development. Aithough, there are
many forms of government intervention in the economy,

the mog
effective way in which the State can secure Positons in the economy

thus have the greatest opportunity to influence the direction and pac
economic development is through its ow

and

e of
n economic activity. This
cconomic activity is above all concentrated in the public sector (Sospa,
19%3:5-6). This posture of the State having ‘the commanding heights in
the economy’ is never novel to post colonial State in Nigeria, in the sense
that the colonial administration, which ended in 1960 had done 50 and
had even left a legacy of economic leadership which was compatible
with the impenal policy of encouraging the private sector by giving
incentives to alien investors in the country. The colonial government also
embarked upon “heavy” government spending aimed specifically at
providing some infrastructures, which nurtured capitalism. At
independence, there were two sectors of the economy competing with
each other. First, there was the public sector, which was dominated by
the government, and its agencies including the ownership of social
services oriented corporations. Second, there was the private sector,
particularly privately-owned diverse business enterprises.

On the metamorphosis of public enterprises generally, there arc

: sequent expansion of
several methods by which the emergence and subseq p

- ich untries that have cast-
the public sector takes place. The first, which all co
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Other methods have far greater national economic significance. One
. extensive nationalization (expropriation, confiscation of enterprises
L;wned by foreign and local private capital). Nationalization 1s the most
radical method by which the State appropriates the means of production,
[n most cases, compensation is paid to the former owners. Nevertheless,
large-scale nationalization is not all common to every country. The State
als:) may buy up a certain share of the capital of private companies and
establish mixed public-private enterprises. More recently, the public
sector has been expanded more and more through the building of new
enterprises funded by the state.

Be that as it 1s, it is not unusual to emphasize that the public
enterprise is an object of study of diverse sciences such as political
economy and its specific economic disciplines (the science of planning,
organization of production, the science of finance, industry-by-industry

economic disciplines, etc.) and sociology. In jurisprudence, the public

enterprise also 1s a legitimate, specific subject of study too where the

enterprise is treated not only as an economic but a legal category

as well
(Sosna, 1983:26).

The main thrust of this paper is o attempt an in-depth and
dispassionate analysis of Nigeria's public enterprises’ malady in all its
famifications. To achieve this aim, the paper is organized into a number
of sections. With the overview of public enterprises. which forms the
inlroductory aspect of this paper, it is followed by conceptual
Clarification to avoid any misunderstanding. We devote a whole section
10 the typologies of public enterprises too, to clearly bring ()lIF their
MCanings. The paper continues with the malady of P“F"’C "f’”“’_"l"““‘ﬁ. or
State owneq enterprises (SOEs) as popularly called in Nigeria, which

howevyey necessitates privatization and commercialization as a policy
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The Statute of Socialist Public Enterprises, 1965). (SCQ’
Fhe statute of Socialist Public Enterprises in the defuney 1S¢
contams the fundamentally important thesis on the social, €conom; ‘SSR
political role of an enterprise under soctalisim. An enterprise is g o ' g
workers brought topether by common work and common D“l‘ti;i B'r()_UP of
running the affairs of the State and society, and using the Dtl‘lmn in
socialist property to produce material and tmmaterial vuh,c.\.pujple.s
services, and perform other socially useful functions for the anL“r. “Upply
people as a whole. In Soviet cconomic law; only simple .,“ O the
entities are considered enterprises. They are production units W:(')nomic
the rights of a lepal person. Unless a production unit p(;“‘?"‘h have
charactenistic, it cannot enjoy the status of an enterprise., R
bh)  Typologies of Public Enterprises
From the foregoing, there are different types of Public Enterpr:
What may perhaps assist in getting a clearer picture of public L'nlgpn‘\cs.
is to consider their typology. According to Ayoade, (l()82.I-¥7F:11:85
L il LKy
can be (-vlm?lhf.d‘“m’ two different ways 1.e. (1) by functions and (i) by
ownership. This is not to say that there 1s agreement in the nomenclature
adopted within these different categortes. In fact, it is possible to argue

that  classilication  among  function  hines is  subsumable  under

classification by ownership. There are however six different types of
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domestic level, Sj

corporations’

and Transport Comp
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Furthermore, traditionally, the attention of scholars have focused on
National Corporations, National/State Joint Corporations and State
Corporations. So far, very little attention has been paid to Inter-State
corporations, which are a reality in the Nigerian political scene with the
creation of more and more states. Examples of such corporations are the

Northern Nigerian Development Corporation, the African Continental

Bank, and the Oodua Investment Company. Such Inter-State

Corporations deserve a special attention because they have their own
peculiar problems and their administration surely calls for a strategy
appropriate to their composite ownership (see also Ayoade, 1982: 1-12).
As we argued earlier, public corporations can be classified
according to the function they perform and that each of the corporation
classified by ownership obviously can be further classified by functions.
It is important to note that there is no agreement on the nomenclature of
the functional classes of these corporations. For example, the Nigeria
House of Representatives Committee on Public Matters identifies three
such enterprises. They are: (1) Regulatory, Welfare and Service Agencies;
(2) Statutory Corporations or State-Owned monopolies / companies
established under the companies act to carry out commercial or industrial
activities. Similarly, Rweyamamu, (quoted in Ayoade, 1982), has triadic
classification which is however, fairly different in detail. He identifies (a)
Business-typc organization; (b) Infrastructure organizations that provide
the basic services nceded by the nation to develop; and (c) Service
Organization. But whatever the difference in terminology, it is clear that
broadly speaking public corporations can be distinguished as to whether
they are seryice oriented or commercial. When pressed to its logical
conclusion this could be a blunt distinction because all corporations

ake ; i ons give service
Make profit, tangible or intangible and all corporations gIve
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evenue camned by them is pad directly in to !?u‘ reasuny. Because 1y,
operate as government departments, therr carcer stafY are civil ST anh
whole conduct are governad by the provisions of the General Order
G.O) The budget, accounting and audit controls which are apphicable i
other govenment departments are also apphicable to these enterprises
Parastatals in this group are usually established for the admimistration of
natonal senices or monopohes.

Type (1) parastatals are owned wholly by government and normalh
came inte existence through Acts of parhaments which also define thex
powers. Their powers usualiy authonse them o conduct speats

enterpnses of groups of enterpnses. Their other features include:

a)  Complete or nearly complete freedom from government control i
dav- to-day operations and emplovment of statf.

b1 Independent financing with bormowing powers.

¢)  Exemption from regulatory statutes applicable to expenditure of
public funds.

d) Independence from the budget accounting and audit laws and
procedures apphcable to non corporate agencies.

Examples of parastatals under this class include the Nigeria Alrways. the

Nigenan Ports Authonty. National Electric Power Authority (NEPAY

and the Nigenan Railway Corporation. -

Type (1) are enterprises established under (he ordinary compan
law and. in this country, this means the Companies Act 1.%‘\‘_ Such
parastatals are wholly or partly-owned by government which also has 4

controlling interest through the ownership of some of its shares. As the)
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are created under the Companies Act, it is normally presumed that they
will operate under commercial conditions.

Type (iv) is, strictly speaking, not a class of parasiatals but an
administrative arrangement for the management and operations of an
existing parastatal. Recent examples in this country include the Nigerian
Railway Corporation managed sometimes ago under a contract by an
[ndian firm and the Airways managed by the Royal Dutch Airlines —
KLM. The contract managers are paid an agreed contract fee for services
and reimbursed for costs incurred in managing the enterprises concerned.
As shall be glaringly demonstrated in the next section of this paper, the
basic problem of all parastatals in Nigena is the maintenance of a

balance between operational autonomy and governmental control. Type
Q) parastatals maximise flexibility. Types (ii) and (1ii) do the opposite
while type (iv) attempts o achieve a balance between the two rather

conflicting goals (Iwayemi and Inanga. 1982:16).
The Malady of Public Enterprises in Nigeria

The performance of public enterprises in Nigeria like in most
African countries 1s unsettling. In contrast to India, which since
proclamation of her sovereign independence in 1947, it has been
successful to a great extent in sweeping away the legacy of almost 200
years of colonial rule, eliminating its social and economic backwardness
and creating the foundations of a modern economy. The public sector
was assigned the major role in carrying out these changes. The rate of
growth in India’s public sector is indicated by the fact that the number of
commercial companies of the central and state governments rose from
183 in 1965 to 651 in 1976. Although this is only 1.5 per cent of the total
number of registered companies, they hold about 70 per cent of the total
paid-up capital (Sosna, 1983:19). Presently, India has 236 public sector
undertakings (PSUs), with as many as 123 profit-making. The top 20
profit making PSUs accounted for 80% of the profits, implying that less
than 10% of the PSUs were responsible for 80% of the profits (Shastr,
2001).
. Niczn"’efsely. despite the fact that Nigeria's public enterprises sector
bf:inggﬂ::n;z;)' elxpenenced major expansion in the 1970s and 1980s,

with revenue from the oil industry; by the late 1930s, the

Public ent :
€rpnse sector was estimated to have accounted for 30-40 per

ent of Gpp and 20 per cen

of emplovment 1n the modemn economic
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According 1o the President. it is estimated that successive Nige
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governments have nvested up o 800 billion
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ate-owned enterprises o
become more efficient (Obasanjo, 1999),

In the extant literature on public enterprises, there are several other

maladies of the public sector. As rightly noted by Sosna (198 3), the most
Important reason for the mefficiency of many public enterprses is the
extremely low level of social and economic development as @
consequence of long years of colonial rule, which entailed the Tow h‘“il
of the socialization of production, the insufficient division of labout,
narrow domestic markets, limited opportunities for specialization and l.nt‘l
operation on a national scale, difficulties with material and techme

fied skilled personnel. Besides.
provision, and finally the lack of quah

n
d carhier, primanily
public enterprises are established, as mentione I
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Hes irom 1379 — stipulates that dppointments to Federal Civil Senvce

eral character’
The Constitution of FRN, 1999). The grea
the parastatals is

slipshod. The di

of the Country (see,
test problem that this poses for
that the operationalization of this req
sintegrative potentials
Nigeria vis-a-vis all facets of the socj
Nigerians (see, Ayoade, 1998; Adebisi. 1998: Aboyade, 1992: Suberu.

2001 and Ojo, 2001). For example, some people would w
federal character (or local gov

uirement has beer
of federal character pnnciple in
ety 1s being discussed daily by

ant to see the

emment character), reflected in each and
every parastatal rather than in the sum total

effect of this is that Board membershj
quite apant from the unwieldy natyre

of all the parastatals. The
P becomes very unwieldy. And
of such Boards, they do not
Pointment of Boards. Basically.

These are policy-type boards and
MEr comprises
rged with §
bilities qf th

conform with normal criteria for the ap
there are two types of Boards.
functional-type: boards. ﬂ_]e for ainly or entirely of
members each of whom is cha pecific responsibilities for

€ corporation. Members of

certain departments or respons;
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gilian government it has tended to have this effect because the
¢ ;

iz qualily of Boards and methods of appointment, particul
_ se who
- competent are not necessarily good party men. Thus ‘federal
paracter’ only has a distributive connotation without any emphasis on
competence Of expertise. Consequently, board members have come to
operale as spoils. It is possible to imagine that such non-expert boards
will be easy to control by the expert management staff. However,
expenience has shown opposite to be the case because such non-experts
rely so heavily on the political power behind them that they do impede
the administration of the corporations. But ‘federal character’ principle
application does not end with the appointment of board membership. It
unfortunately also extends to the award of contracts. Thus, contracts are
awarded sometimes with little or no regard for the ability of the
corporations to fulfil the objectives for which they were set up under
such inhibitors. Similarly, the siting of corporation projects, recruitment
and promotion of staff must reflect federal character. The effect of this is
that projects maybe located to hostile environments where they cannot
perform at an optimum level. The story of the moribund Ajaokuta Steel,
a plant in perpetual construction very well illustrates this point.

The problems enumerated above are helped by the constitutional
agreement for the ministerial supervision of the corporations. Public
corporations are directly under the office of the Vice President of the
Republic or the Deputy- Governor of the -states. Bearing in mind that
public corporations are often used to provide job for good party men the
Vice President and the Deputy Governors are therefore given very
important political powers to compensate their acolytes and party men,
without necessarily taking adequate cognizance of the competence of
such appointees vis-a-vis the corporations. This may not be a problem
where both the executive heads and their deputies are in good terms, but
where they are at loggerheads, it could be a source of serious friction.
The protracted antagonistic relationships between the Deputy- Governors
of Lagos and Osun States suffices to buttress this point.

Lastly, statutory overlaps also constitute a constraint on the
performance of public corporations. It is not unusual that the same
functions are inadvertently allocated to several public corporations while

this results in higher expenses for the government, it can also create

\
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) ministo
triction between corporations and )
is wasted.

lasts valuable time and money arty system as we have it Present]y
: :

- , t-
During civilian rule and multi-p eme
ana
both board members and even manag Ity of an officer or app,;
rty lines. Whenever the loyalty PPOIntee
€ ary 5 i 4
made to toe part is either transferred or his appomtmem

nt teams of the enterpriseg are

1s in doubt such .person f this practice is that syors .
terminated summarily. The effect O | Piciop
radiates the whole life of the (:Orpora[iorf and performance s 4 timeg
impeded. Not only that, public enterprises z?re @ade 0 enrich the
political party in power through contract sum inflation. In the ultimage
analysis it is the corporation that is thus denied of the needed funds for
executing its programmes. At least, in some cases, this jg why
corporations become financially *anaemic’.
On legislative control of an enterprise, this is not bad in itself
However, it is not unusual for members of the legislature to abuse thej;
position by demanding privileges from such enterprise. Members of the
legislature some times infiltrate into the cnterprise by requesting the
appointments of relatives and supporters or securing the distributorship

of the products of such corporations. Whenever this happens, the

treated by the corporation with levity and

€ven contempt.
Finally, there

is often some competition and tension between

administrators and technijcal experts. This is well known in the public

service but it is definitely more acute in some parastatals where the

technical experts constitute the core of the organization. And more often

than not a poor solution to these issues will affect the performance of
such corporations.

Nonetheless, it must be pointed out that in developing countries the
efficiency of an enterprise cannot be — nor should it always be — judged
by profitability alone. A young state may consider it advisable.at some
Point to establish new industries, which, if unprofitable, are still vital _l0
the cconomy, and will manufacture domestic products, which Wh";
costing more than the same commodity imported save a lot O.f hafd
currency. In essence. an efficient public enterprise is, in fact mlrfo"‘zo
through several lenses (Davies, 1989). In fact, the current approact-1 .
efficiency is based on the understanding that a publjc enterprise has
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financial terms. This approach. which takes into co
mn

ve role which does not boils down - nor can

nsideration both

; ional scale and the profitability aoh s
officiency on a national scale and the profitability of each enterpnse. is

pical of the socialist oriented countries. This is perbaps the paradox of
;“e malady of public enterprises in Nigenia. Where the curremt debate is
th _ _ _
o terms of ‘Naira’ and ‘Kobo’ if their future will be changed.
} B2t

All the constraints and general malady of public enterprises in
\igeria discussed above are more or less political. It needs be
Nig

emphasised that very many of them are under-funded which has

q

immeasurably cumbered their efficiency. See figure 2 below on how best

-

n

1o fund them.
Fig-2: Scheme of Financing Parastatals (Financial Surpluses of Parastatals)
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Source Iwayemi A and Inanga. E L (1982), ‘The Financing Problems of Parastatals” The
Ngenan Accountants. Vol XV, No. 3.

Finally, the extent to which public corporations in Nigena has been
benefiting from the aforementioned sources of finance in the extant
lnerature on public corporation finance generally cannot easily be
determined but the essence of this literature search is indeed to provoke
further debate on better management technique. To just infer that better
Management technique can not be evolved may be 100 Iackadia_iswial
Which is currently the perception of public policy formulators ip §-1g§na
that has informed a kind of ‘blind’ privatization. commercializauon
Outnght sale of these public enterprises.
C""Cluding Remarks

Instead of the current government disposit
“ondition of public enterpnses is irredeemable, the

se m
Eovernmeny can do to bring them back on cours

ion that the appalling

y things
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t es scrally thos¢
Ost &
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nd customers pay for their goods and services
f leakages drastically curtailed.

t should not be appointed to boards

private enterp
| cost. ensure that private and public

much as possibl
sector subscribers a

promptly with all avenues O

Similarly. members of parliamen
of parastatals, as they may be subjected to party and constituency
pressures which may '
at may not be in the best interest of the organmization. Also. the

lead them to advocate party and constituency
- ., e

policies th
objectives of each parastatal should be clearly defined in clear and
unambiguous terms 1o enable critena to be established for 3._\':@\-;-1
management performance. Duties and responsibtlities should be »ea_:

defined at all levels of management, and staft at each level made aware
of the importance of public accountabtlity. Finally, training programme
| I g programmes

~e
.

should be established for staff : ‘
: 5 or staff at ¢ vels including
' 4 ff at all levels including managemen
hierarchy. (Iwayemi and Inanga, [982:14)
Indeed, the gargantu: ' '
! gargantua D > enterpnises |
¢ garg n problem of public enterprises ts not even
"0 CVRl ) ren 2 o s z
unconnected with governmental inefticiency. To compound the probie:
igeria is a ‘soft’ state where laws are made but not well executed.
Q « £y aAg - &Y » « ~ A 2
This paper has attempted a comprehensive and indepth analysis of
the malady of public corporations in Nigenia and this has been done with
aco alive me “the :
1 comparative method of the forms and characters ot public corporation

in Nigenia. However, the greatest problem  facing State-Owned
Enterprises (SOEs), is not unconnected with bad governance The P
management of these parastatals - stems primarily trom incongnE®
orientation  to efficiency and  proper  management that p-:f\&\f"-‘
Nigenans' perception to government job. I Atrican contet, govemux®
Unul a re-onentation hike :

v 1n the WO

job is hke “no man’s work.” A SuEne’
out, public corporations may sull t
eviving them known o the guvernix®

[y

Upc'rdlmn 1s carned
No wonder, the only way ot 1

and commerciahizanon = mav stll not achieve s 14

privatsaton
goals without these reforms,
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velopment 1s equally lacking in Nigeria. Managers of stape Owned

entzrprises are yet 10 be aware that if an establishment is not profit-

making but service-oriented does not mean that rendering of such

%u-l}f_r.t_;g

sductivity and attz

R A

services should be “epilepuc”, this is because the bedrock of
development of any country do not lie on the private sector alone, for
both should be efficient pari passu if national development would not be

a mirage. This paper. however, infers that public enterpnises in Nigeria

reguire radical reorganization and re-orientation to achieve the goals for
»Tuch they were set up.
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