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ABSTRACT

The focus of this study was on the effect of privatization on the economic growth
and development of Nigeria: 1979-2007 in retrospect. Its aim was to ascertain
the relationship between public and private sector spending and Gross Domestic
Product (GDP). Ex-post facto research design was adopted for this study. Data
gathered were analyzed and tested using the ordinary least square multiple
regression statistical model. The results of the test showed that the combination
of private and public sector capital spending significantly impacted on the GDP.
It was also discovered that there existed a strong and positive relationship
between GDP and public sector capital spending. The study consequently
recommended that foreign investors should be encouraged to participate in the
investment opportunities created by the privatization programme and should be
allowed one hundred percent equity share holding in companies established in
Nigeria.
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INTRODUCTION
The participation of the Statein enterprisesin Nigeriadatesback tothe colonial era. The
task of providing basicinfrastructure such asrailway, road, bridges, water, e ectricity and
port facilitiesfell onthe colonial government dueto the absencesof indigenouscompanies
withtherequired capitd aswell astheinability or unwillingnessof foreigntrading companies
to embark on capita intensveproject (Iheme, 1997). Theinvolvement wasexpended and
consolidated by the colonial welfare devel opment plan (1946-1956) that wasformulated
when labour party cameto power inthe United Kingdom. Thistrend continued after
independence such that by 1999, it was estimated that successive Nigerian government
had invested up to N800 billion in public owned enterprises (Igbuzor, 2003 asciting
Obasan| o, 1999). Throughout much of the twentieth century, there were three dominant
drategiesfor infrastructureinvestment. In some countries, most notably thoseinthe Eastern
Bloc, State ownership of themeansof production was promoted, while others (Western
Bloc) promoted private ownership of production. A large number of countriesa so predicted
what wastermed amixed economy, acombination of public and private ownership of the
means of production. However, by the end of the twentieth century with the end of cold
war between the eastern and western bloc, private ownership of themeansof production
gained ascendancy. Today, what is applicableisthat the State should recede from this
role, and that private ownership of themeansof productionistheonly viable approach to
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theefficient production of goodsand services, aswell aseconomic growth and development.
Consequently, thereisastrong move all over theworld to privatize erstwhile public
enterprises (Igbuzor, 2003). Thus, privatization could belooked upon asthe reduction of
public sector intervention in economic activity. It involvesthe divesture of government
economic activities (Anyanwu, 1993). It occupiesaunique positionin aglobal economic
liberation and providesan avenuefor raising productivity, thus, enhancing overal economic
growth and development (Salako, 1999).

Thisishowever, achieved through increased invol vement of the private sector in
productive economic activitiesthrough the sale of public enterprisesto the private sector
with the ultimate aim of infusing improved economic efficiency in the businesses. With
privatization, theroleof government indirect productiveactivitiesdiminishesastheprivate
sector takes over such responsbilitieswith profit motive asitsmajor objective. Insucha
Stuation, thegovernmentisonly expected to provideessentid infrastructureand anenabling
environment through which private enterprisescould flourish. Privatizationispredicated
on theassumptionsof Stateinefficiency and absolute efficiency of the market (Salako,
1999). Itwould berecdled that severd Nigerian public enterpriseshaveon severd occasions
been under severecriticism by internationa mediaagentsfor their operational and pricing
inefficiencies. Nigerialike many other devel oping economieswitnessed increasing cost
and poor performance of State-owned enterprises (SOES), resulting in heavy financial
losses. Init, there hasbeen proliferation of SOEsin all facetsof economic endeavours, as
ameansof fostering rapid economic growth and devel opment (Eke, 2000).

Unfortunately, most of themwerestructuraly ill-conceived, economicaly inefficient
with accumulated huge financial losses and thus absorbing disproportionate share of
domestic credit. They were al so sustained through heavy budgetary allocations of the
country (Jerome, 1996, ascited in Eke, 2000). For instance, the state-owned enterprises
(SOEs) are adjudged to have contributed substantially to public sector deficit and have
financed lessthan onefifth of their investmentsthrough Internally Generated Resources
(IGR) (Nair and Filippides, 1988). Assomegovernmentsraninto severefiscal problems
suchthat loansbecameincreasingly difficult toraisea homeand abroad, they wereforced
to consider someradica methodsof reviving the SOEs. Such reformsembarked upon by
developing countriesincluded privatization. Kikeri (1994) has noted that the high costs
and poor performance of SOEsand themodest and fleeting results of reform effortshave
turned many governmentstowardsprivatization.

Again, the tremendous successes recorded by the United Kingdom through
privatization hasencouraged their nationsto adopt this method of enterprisesturnaround
exercise. Fiscal criseshave also led some government to privatize asaway of raising
revenuesand slemming losses, especially intheface of increasing public debt. Also, many
governmentsare believed to have opted for privatization because of their inability tofinance
investment intheir SOEsand expectationsof efficiency gains. However, the objectivesof
government for embarking on privati zation vary from country to country. They includethe
expansion of therole of the private sector to improve mobilization of savingsfor new
investment, moderni zing theeconomy through increased privateinvestment, new technol ogy
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and efficient management to stimulate growth. Other objectives are; to facilitate the
devel opment of the competitive environment, provide greater employment opportunities
over-time and to reduce the price of goods and servicesfor customers. However, the
motivation that drivesthrough would determine, to alarge extent, the successor failure of
the programme.

InNigeria, therehad beenacumulativedisma performance of SOEswhichresulted
inacrisisof confidence. Thiswas dueto various problemswhich can be attributed to
internal and external factors. Theinternal factorsrelate to inadequate and inappropriate
investment decisions, adverse busi ness environment characterized by weak capital base
and control mechanism, poor system accountability and the absence of any remarkable
reward system. Theexternd factorsrelateto unfavourable export/import prices, restricted
accessto externa marketsand funds, highratesof interest on foreignloans, among others
(Eke, 2000). Arising from the prevailing socioeconomic and political conditionsof the
Nigerian economy, thejustification institutional reformsof the SOEsderivesfromthree
main concernswhich are macro-economicin nature. Thefirst, centerson the need for
restoration of fiscal baanceinthehighly indebted Nigerian economy inthelight of excessive
budget deficit (which SOEs have been amajor cause, through excessloans) and their
inflationary impact. The second relatesto the need to improve efficiency in the public
sector, especialy the SOEs sub-sector. Thethird factor, whichisinternational in nature,
centersontheneed to reducethes ze of government involvement ineconomic activitiesin
order to force some resources which could be deployed to alleviate international debt
burden. Thereform of SOEsin Nigeriahas, thusfocused on such acritical aspectsas
financia and physicdl restructuring viadivesturewith amarket oriented approach under
the Structural Adjustment Programme (SAP) adopted in 1986 (Nyong, 1995).

After independencein 1960 and closely followed by the oil boom of the 1970s,
Nigeriawitnessed agrowing involvement in State economic activities. Of grest importance
wastheproliferation of State-owned enterprises(SOES) in diverseeconomic activitiesas
ameansof fostering rapid economic growth and devel opment. Unfortunately, these SOES
in Nigeriahave become sources of budgetary deficits; they witnessed increased costs,
followed by declining profitability. Thereisaso ageneral poor performancedueto lack of
diligenceonthepart of theoperatorsinthe system. Other problemsinhibiting SOEsefficiency
include: I1I-conceived incorporation procedurein order to score political pointsin some
cases; engagement of unqualified and i nexperienced management team, unconducive
investment climate, obnoxious government policiesand inappropriatefunding arecritical
issueswhich are better handled by the private sector. It ison these basesthat privatization
has becomevery relevant in today's economy and should be encouraged (Asika, 1999).
Theobjectivesof thisstudy thusare:

I. To ascertai n therel ationship between government/public sector spending and the

Gross Domestic Product (GDP).

. To determinetherel ationship between private sector spending and GDP
il Tofind out whether thereisany relationship between public and private sector
spending and GDP.
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V. To proffer suggestionson whether the Nigerian government should continuewith
the privatization of SOEsor should not.

Privatization of SOEscould be seen asaveritable mechanism through which private sector

investment isencouraged. Individual saswell ascorporate organizationswould beaware

of exigting investment opportunitiesand may wishto diversify their assets. The study may

simulate and expand the activitiesof capital market throughinformation disseminationon

potential good securitiesto be offered for subscription. Besides, the study could act asa

simulusto smal incomeearnersto pool their resourcestogether inaunit trust schemeand

invest inthe capital market, in order to reap huge benefits accrued to big investors. In

order torealizethe above objectives, thefollowing null hypotheseswereformulated to

direct the study.

I. Thereisno significant relationship between public sector capital spending and
grossdomestic product of Nigeria.

i. Thereisno significant relationship between private sector capital spending and
grossdomestic product of Nigeria

PRIVATIZATIONAND ECONOMIC GROWTH IN NIGERIA

Many countries of theworld have embarked on privatization programmesaat different
times. Chileintroduceditin 1974. The United Kingdomimplemented arigorousprivatization
programmes during theregime of Margaret Thatcher in the 1980s (Iheme, 1997). The
decisionfor Britainto embark on privatization programmewaslargely informed by the
need to cut back on public spending rather than the need to promote efficiency and
competition. Countrieslike Russia, Romania, Czechod ovakiaamong otherswitnessed
theimplementation of privatizationinthe 1990s. Privatizationin Nigeriawasintroduced by
the privatization and commerciaization Decree of 1988 aspart of the structural Adjustment
Programme (SAP) of the Babangidaregime (1985-1993). Thevision of a"globa market
civilization" hasbeen reinforced by the policiesof themgor ingtitutionsof globa economic
government named up to themid 1990s. Underlying the SAP, hasbeen anew-libera
development strategy referred to asthewashing on consensuswhich prioritizesthe opening
up of nationa economicsto globd market forcesand therequirement for limited government
Intervention in the management of theeconomy (Ayodee, 2002).

One of the main objectives of SAP wastherefore to pursue deregulation and
privatizationleading toremova of subsdiesreductioninthewagebillsand theretrenchment
of thepublic sector ogtensibleto trim the Statedown to s ze (Egwu, 1998). Theprivatization
and commercialization decree of 1988 set up the Technical Committeeon Privatization
and Commercialization (TCPC) under the chairmanship of Dr. HamzaZayyad. Hewas
mandated to privatize three public enterprisesand commercialize 34 others, in 1993, the
TCPC concluded itsass gnment and submitted afina report privatizing 88 out of thethree
enterpriseslisted inthe Decree. Based on the recommendation of the TCPC, the Federa
Military Government promul gated the Bureau for public enterprisesAct of 1993 which
repedl ed the 1988 A ct and set up the Bureau of public enterprises (BPE) toimplement the
privatization programmein Nigeria. In 1999, the Federal government enacted the public
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enterprises (Privatization and Commercidization) Act which crested the Nationa Council

on privatization under the chairmanship of theVice Presdent Alhgi AtikuAbubakar (Igbuzor,

2003). Thefunctionsof the council were:

I. Tomakepalicieson privatization and commercidization.

. To determine the modalities of privatization and advising the government
accordingly.

il Todeterminethetiming of privatization for particular enterprises.

V. To approvethe pricesfor sharesand appointment of privatization advisers.

V. Toensurethat commercidized public enterprisesaremanaged in accordance with
sound commercial principlesand prudent financia practices, and

Vi. Tointerfacewith public enterprises, together with the supervising ministries, in
order to ensure effective monitoring and safeguard of the manageria autonomy of
the public enterprises.

The act al so established the Bureau of public enterprises BPE asthe secretariat of the

nationa council on privatization. Thefunction of thebureauinclude:

I. Implementing of the councilspolicy on privatization and commercidization;

. Preparing public enterprises approved by the councils for privatization and
commercidization;

il Advising the council on further public enterprises that may be privatized or

commercidized,

V. Ensuring the update of accountsof all commercialized enterprisesfor financial
discipling

V. Advising thecouncil on capital restructuring needs of the public enterprisesto be
privetized;

Vi. Making recommendationsto the council inthe appointment of consultants, advisers,
investment bankers, issuing house, stockbrokers, solicitors, trustee, and other
professiona srequired for the purposeof either privatization or commercialization;

Vil. Ensuring the success of the privatization and commercialization exercisethrough
effective post transactional performance monitoring theevauation, and
Viil. Providing secretarial support to the council.

Underlying the moveto privatize public assets appearsto be abasic belief that
government owned and managed enterprisesare inherently less efficient than private
enterprises. Whilethereisagreat deal of evidenceto suggest that thisistrue, it doesnot
gppear tobeasgnificant dternative pushtoincreasetheefficiency of government enterprises,
except in those cases where the body politics has defined enterprises as a uniquely
governmentd function (Gauche, 2000). Thus, thisdefinitionisbecomingincreasingly narrow
over time. Consequently, privatization of public assets appearsto stem from adesireto
bring market disciplineto bear on enterprisesthat were once sheltered by government
ownership. Thisdesiremay stem from increasing realization that international trade of
those nations and peoplewho participatefully in theinternational economy. However, a
country or an enterprise cannot participatefully intheinternational economy without being
fully competitive. Thus, abasic thrust of privatization appearsto be the promotion of
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economicgrowth. Itistheobjectivewhichwill bethwarted to agreat extent if theprivatizing
governmentsfail tolink up the privatized capital with thosewhowill usetheearningsfrom
capita with thosewho will use earningsfrom that capital for consumption. If that capital
goesprimarily to thosewho reinvest rather than consumetheincomefromthecapitd, total
activity intheeconomy will belessthan otherwise possible and economic growth will
suffer asaresult (Kelso and Hetter, 1982).

PRIVATIZATION IMPLEMENTATION PROBLEMS

Thereare concernsin civil society circlesthat the economic environment of Nigeriaas
presently congtituted, aswell astheway the privati zation programme has beenimplemented
cannot lead to success. According to the World Bank (2003):

most privatization success stories come from high income and middle-

income countries. Privatization is easier to launch and more likely to

produce positive result when the company operates in a competitive

market and when the country has a market-friendly policy environment

and a good capacity to regulate. The poorer the country, the longer

the odds against privatization producing its anticipated benefits, and

the more difficult the process of preparing the terrain for sale.
Fromtheabove, four conditionsmust bemet for thesuccessof any privatization programme.
First, the country should be either in the high or middle income bracket. The second
condition isthat the country should operate acompetitive market. Thethird isthat the
country should beagood policy environments, and finally, agood capacity to regul ateit.
Any keen observer of Nigeriaseconomic environment will know that these conditionsare
completely absent. Thisiswhy apologist of privatizationinsiststhat any privatization
programme should beapart and parcel of acomprehensive public sector reform package
(Jerome, 1991). However, it hasbeen argued that the Nigerian privatization exerciseis
not accompanied or preceded by an articulated and property phased public sector reform
anditwill thereforenor resultin moreefficient production of public goods, nor will it make
any significant positiveimpact tofisca balance (Amadi, 2003). It isingtructiveto notethat
theWorld Bank giveseight key lessonson the experience of privatization:
I Privatizationworksbest whenitis apart of large programmeof reformspromoting

efficdency;
. Regulationiscritical to the successof monopolies
. Countriescan benefit from privati zing management without privatizing ownership

of assts;
V. Thesdeof large enterprisesrequiresconsiderable preparation,;
V. Trangparency iscritica for economic and political success

Vi. Government must pay specid atentiontodeved opingasocid safety net; theformerly
socidist economiesshould privatizeinal possiblewaystha encourage competition,
and they should experiment with al available methodsthat go beyond acase by
case gpproach to privatization;

Vil. In changing the public-private mix in any type of economy, privatization will
sometimes belessimportant than the emergence of new private business.

International Journal of Economic Development Research and Investment Vol. 3, No 2, August 2012 30



METHOD

Ex-post facto research design was adopted for this study. The data used for this study
were gotten mainly from secondary source which includestablesfor Nigeria's Gross
Domestic Product, public spending and private sector spending from 1979 - 2007. The
major statistical tool usedin analysing the dataobtained for thisstudy istheordinary least
sguare (OL S) regression technique. To analyse the hypothesesformul ated for the study,
themodel bel ow was devel oped.
GDP=a+ Db PBSS+b PTSS+
Where

GDP = Gross Domestic Product

PBSS= Public Sector Capital Spending

PTSS= Private Sector Capital Spending

aand b = Regression Parameters, and

M= Stochastic error term.
Totest thetime seriesproperties of the variablesempl oyed for the estimation of the above
model, both stationarity and co-integration testswere conducted. However, thetesting for
unit roots of variablesaways precedesthe co-integration analysis. Augmented Dickey-
Fuller (ADF) test wasemployed to determinethe order of integration of thevariablesin
thetwo modelsand thisisdoneto determinewhether the seriesfollow anon-stationary
pattern. According to Nyong (2005), when the seriesare non-stationary, the use of orthodox
method of estimation such asordinary least squarewill lead to theacceptance of meaningless
result. Assuch, when the seriesare non-gtationary around themean, weadopt thetraditiond
practiceof differentiating the serieswhich lead to stationarity that alowsthe study to adopt
the conventional econometric method which explainsthelong-run relationship.

RESULTSAND DISCUSSION
The dataon table 1 show that GDP recorded 17.8 per cent in 1979 and in 1980 GPD
dropped by 0.19 per cent, picked up steadily from 1.89 percent in 1981 to 54.77 percent
in 1988. GDPreducesto 15.94 per cent in 1989 and witnessed acontinuousincreasetill
1997 and in 1999 the growth ratein GDP was negative. This could be attributed to
trangtion of power from themilitary to the civilian government. GDProse up steadily and
witnessed an annual differential per centincrease of 04.59, 3.47, 10.23, 4.44, 15.0993,
15.90 per cent respectively from 2000-2007. Public sector capital spending (PBSS) within
the period under study showsthat it increased by 140.86 per cent in 1979, dropped by
35.38 per cent and 40.45 per cent respectively in 1980, and 1982. PBSS increased
steadily from 30.7 per centin 1987 to 144.1 per cent in 1992. PBSS dropped again by
26.9 per cent in 1993 and rose up steadily till 1999 when PBSS decreased by 65.53 per
cent and witnessed a continued decrease in 2001 and 2002 when PBSS reduced by
17.09 and 54.502 per cent respectively. PBSS picked up in 2003 by 11.02 per cent and
increases steadily till 2007. The private sector capital spending witnessed acontinued
positiveincreasein growthwithin the period under study. The highest private sector capital

spending.
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Theunit root resultswhichindicatethe order of integration of each of thevariables
ispresented ontable 2. Thetest revealed that thevariables: LGDP, LPBSS, LPTSSare
al gationary at first difference; thevariablesareintegrated of order | (1). Thisimpliesthat
the null hypothesisof non stationarity for al thevariablesisreected. Giventhe unit root
propertiesof thevariables, we proceed to establish whether or not thereisalong run co-
integrating rel ationship among the variablesin the equation by using the Johansen full
information maximum likelihood method. The Johansen co-integration test ontable 3
reveal ed that thetrace and maximal Eigen statistics show the existence of three and two
co-integrating relationship between L GDPand it determinantsat the5%leve of sgnificance,
Theconclusondrawnfromthisresultisthat thereexistsaunit long-run relaionship between
LGDPR, LPBSSand LPTSS. Sincethereisone co-integrating vector, an econometric
interpretation of thelong-run growth (GDP) can be obtained by normaizing theestimates
of unrestricted co-integrating vector onthe GDP.

The PT-matrix of the betacoefficient from the Johnansen co-integrating analysis
andthe preferred co-integrating (Cl) equation are presented ontable 4. Using Max-Eigen
statistics, only one co-integrating rel ationswas chosen among thetwo, base on statistical
significance and conformity of the coefficientswith economic theory. Asshown by the
chosen Cl eguation, which normalizesthe coefficient of log of GDP, al the explanatory
varidblesaresgnificantininfluencing changesin GDP. Themog sgnificant of thedeterminants
of GDPareexpected MGDPand RDEP,

Theadjusted R? of the estimated model showsthat about 98% of thevariationin
GDPisexplained by the combined effects of al the determinants. Whilethe F-statistics
value of 1004.4 showsthat the overall regressionissignificant at both the 1% and 5%
levels. Also, theequation's standard error of 0.791 signifiesthat in about two-thirdsof the
time, the predicted value of GDP would be within 79 percent of the actual value. The
Durbin-Watson valueis 1.53 which showsthat it falls between theinconclusive zone.
Thereforewe can not say whether serial correlation existsor not. Also, thefirst lagged
value of GDP greatly influenced the changesin current GDP growth over timewitha
strong inertiaof 600 percent. The coefficient of the variable private sector capital spending
(PTSS) isfoundto bepositiveandinlinewith economicapriori criteria. Thisimpliesthat
when private sector capital spending (PTSS) increasesthe GDP of the country will also
increase. Thisresultisstatisticaly significant bothat 1 and 5 per cent levelsof significance.

Theresultsaso show that if al other explanatory variablesare held constant, al
per cent increasein PTSSwill induce 55 per cent growth in GDP. Public sector capital
spending (PBSS) conformsto our theoretical expectation by bearing apositivesign. This
resultissignificant at 5%leve. Therefore, arisePBSSwill lead to acorresponding increase
inGDP Thereisneed thereforeto raise PBSSin order to open new industry and create
employment In other words, public sector capita spending (PBSS) exertsvery significant
positiveinfluenceonthelevel of GDP. That is, if PBSSincreasesby one percent, gross
domestic product (GDP) will increase by 53.4 percent. Thefindingsof thisstudy reveded
that thereexist asignificant relationship between public sector spending and grossdomestic
product of Nigeria. Thisimpliesthat when public sector spending increases, the gross
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domestic product of thenationwill lsoincreases. Thisfindingisin agreement with that of
Gauche (2000), who found out that an increasein public sector spending impliesthat
government will spend much money investing on lucrative businesseswhich will yield
dividend to the nation thereby raising the GDP. Thisfinding however, iscontrary to the
findings of Udoka (2004) reveal sthat in the case of Nigeria, money meant for public
projectswerediverted into the pocket of privateindividualswho went ahead to use such
moniesfor holidaysabroad. Hed so noticed that someof the projectswhich the government
invested in were poorly managed. Consequently, thisstate of theartsleadsto the negativity
of thegrowth of the Nigerian nation. The second finding of thisstudy revealed that there
exist asignificant relationship between private sector capital spending and the growth of
theeconomy. Thisfindingisinlinewith thefindingsarrived at by Onoh (2002), who
noticed that money spend in the private sector of the economy iscarefully planned and
implemented. Thereforeany littleamount of money spend inthat sector will lead toeconomic
growth.

Table 1: Relationship between public sector spending (PBSS), private sector spending
(PTSS) and gross domestic product (GDP) 1979-2007

Year GDP % increase PBSS % increase PTSS % increase
1979 43150.8 0.178393 4219.5 1.408674 6206.5 0.158608
1980 50848.6 -0.00196 10163.4 -0.35386 7190.9 0.342586
1981 50749.1 0.018919 6567 -0.02281 9654.4 0.177857
1982 51709.2 0.105066 6417.2 0.073007 11371.5 0.086391
1983 57142.1 0.113156 6885.7 -0.40455 12353.9 0.047604
1984 63608.1 0.137519 4100.1 0.332821 12942 0.058569
1985 72355.4 0.009764 5464.7 0.560342 13700 0.267518
1986 73061.9 0.490313 8526.8 -0.25265 17365 0.146962
1987 108885.1 0.333913 6372.5 0.308764 19917 0.259718
1988 145243.3 0.547726 8340.1 0.802628 25089.8 0.233282
1989 224796.9 0.159432 15034.1 0.599604 30942.8 0.18383
1990 260636.7 0.243148 24048.6 0.178484 36631 0.237345
1991 324010 0.696888 28340.9 0.403036 45325.2 0.346278
1992 549808.8 0.267877 39763.3 1.441432 61020.3 0.166474
1993 697090 0.312513 97079.4 -0.26948 71178.6 0.653149
1994 914940 1.161606 70918.3 0.708139 117668.8 0.493919
1995 1977740 0.427842 121138.3 0.309894 175787.7 0.123155
1996 2823900 0.040989 158678.3 0.322432 197436.9 0.378411
1997 2939650 -0.01985 209841.3 0.129834 272149.2 0.240072
1998 2881310 0.172151 237085.8 0.364826 337484.6 0.340539
1999 3377330 -0.02535 323580.8 -0.65539 452411.1 0.150596
2000 3291700 0.045994 111508.6 1.329487 520542.5 0.427589
2001 3443100 0.034765 259757.8 -0.17095 743120.8 0.232127
2002 3562800 0.102391 215353.4 -0.54502 915619.3 0.262484
2003 3927600 0.044442 97982.1 0.110213 1155955 0.079472
2004 4102152 0.150993 108781 0.308521 1247821 0.14075
2005 4721547 0.159072 142342.2 0.070253 1423452 0.212082
2006 5472613 0.084761 152342.2 0.071546 1725342 0.086881
2007 5936475 163241.7 1875241

PBSS= public sector capital spending, PTSS= private sector capital spending
Source: CBN Statistical bulletin 2008

Table2: Test for ationarity and order of integration of the series

Variables ADF Order of Integration Lag
Levels 1st Diff

LGDP -0.749515 -3.289157 1 (1) 2

LPBSS 1.241037 -6.924047 1 (1) 2

LPTSS 0.311488 -4.331483 1 (1) 2
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Table 3: Johansen maximum likelihood co-integration test for GDPin Nigeria
Unrestricted Co-integration Rank Test

Hypothesized Trace 5 Percent1 Percent

No. of CE(s) Eigenvalue Statistic Critical Value Critical Value
None * 0.550224 32.87719 29.68 35.65

At most 1 0.368404 12.10301 15.41 20.04

At most 2 0.005977 0.155859 3.76 6.65

*(**) denotes rejection of the hypothesis at the 5%(1%) level
Trace test indicates 1 co-integrating equation(s) at the 5% level
Trace test indicates no co-integration at the 1% level

Hypothesized Max-Eigen 5 Percent 1 Percent
No. of CE(s) Eigenvalue Statistic Critical Value Critical Value
None 0.550224 20.77417 20.97 25.52

At most 1 0.368404 11.94716 14.07 18.63

At most 2 0.005977 0.155859 3.76 6.65

*(**) denotes rejection of the hypothesis at the 5%(1%) level
Max-eigenvalue test indicates no co-integration at both 5% and 1% levels

Table4: Unrestricted co-integrating coefficients (normalized by B* S11* B=I)
Unrestricted Adjustment Coefficients (alpha):

D(LGDP) -0.017116 -0.046514 0.009790
D(LPBSS) -0.215906 0.054867 0.008416
D(LPTSS) 0.005584 0.029294 0.005487
1 Co-integrating Equation(s): Log likelihood 46.45962
Normalized co-integrating coefficients (std.err. in parentheses)
LGDP LPBSS LPTSS
1.000000 -0.724512 -0.446901

(0.05692) (0.04195)
Table5: Regression result of the relationship between PBSS, PTSSand GDP
Variable Coefficient Std. Error t-Statistic Prob.
C 1.250590 0.288518 4.334532 0.0002
LPTSS 0.552453 0.051518 10.72356 0.0000
LPBSS 0.535614 0.064698 8.278694 0.0000
R-squared 0.987223 Mean dependent var 13.28106
Adjusted R-sgquared 0.986240 S.D. dependent var 1.835158
S.E. of regression 0.215270 Akaike info criterion -0.136148
Sum squared resid 1.204873 Schwarz criterion 0.005297
Log likelihood 4.974144 F-statistic 1004.436
Durbin-Watson stat 1.531009 Prob(F-statistic) 0.000000

CONCLUSIONAND RECOMMENDATIONS

Thisstudy ontheeffect of privatization oneconomic growth of Nigerianemployed secondary
datawhich was analyzed and tested using ordinary least square multiple regression
technique. Based ontheregressionresult it wasdiscovered that there existed asignificant
rel ationship between GDP and private sector capita spending, also astrong and positive
relationship existed between GDP and public sector capita spending. The combination of
the private and public sector capital significantly impacted onthe GDP of thenation. It
was also discovered from the study that privatization isnot acomprehens ve sol ution of
the problemsof poorly performing State owned enterprises. The study again discovered
that the standard proceduresfor privatization were not followed asin the case of the
aborted sale of the Nigerian Airwaysto Airwing of the UK, which had neither asolid
capital base, nor therequired experienceto merit taking over the national carrier. After
many yearsof privatization exercisein Nigeria, there has not been any comprehensive
assessment of post privatization performance of the affected enterprises. Based onthe
findingsgathered from the study thefoll owing recommendationswere made:
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1. Foreign investors should be encouraged to participate in the investment
opportunitiesmade avail able by the privatization programme. Furthermore, they
should beallowed to hold one hundred percent equity shareholding in companies.
Withthis, they could assist to revamp thewesk private sector economy of Nigerig;

2. Theforeign businessesin Nigeriashould be encouraged to produce goodsfor
exports, thereby, creating export market and providing global linkages and
international exposurefor private businesses. Thiswill enhancethevalueof the
Nairaaswaell as provide employment opportunitiesfor the Nigerian youths,

3. The capital market should be madeto handle all salesof SOEsinstead of BPE.
The BPE should only set up modalitiesfor salewhilethe capital market should
undertakethe negotiation and actual sale and account to the government.

4, Atleast alucrativebusinessin ether theoil and minera sector or infinanceshould
bereserved for participation by the Nigerian workersasisdonein Maaysia.
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