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ABSTRACT

The last few decade saw the Nigerian Public sector being lambasted for poor
performance, mismanagement of resources, corruption, embezzlement, to mention but a
few. In particular the public corporations seem to be drawn in the sea of inefficiency;
ineffectiveness; poor funding; absolute reliance on government grants and subventions;
lack of qualified management Saff; corruption; etc which stops them from achieving their
statutory objectives.

The Federal Government, in an attempt to redeem their lost glory, put in place a number
of policy measures aimed at redefining, redirecting and injecting goa attainment in the
public corporations. Structural  Adjustment Programme (SAP) to be precise,
commercialisation and privatisation policies were vigorously pursued by the government.
The researcher singles out some of the objectives contained in commercialisation policy
namely:

To encourage public cor porations to approach and secure fund through
the capital market without government guarantee ;

To encourage them to survive without government subvention

The researcher attempted a review of the Nigerian economy; the Nigerian Public
Corporation; the Commercialisation and Privatisation policy; the Nigerian capital market.
Using NITEL as a case study, the researcher examined the extent to which public
corporations had first been able to survive without government funding and secondly the
efforts they had made towards raising required finance through the Nigerian Capital
Market. Equally, we considered the ability and preparedness of the capital market to
accommodate these corporations. Finally, recommendations were made on how to
ensure adequate telecommunication services at minimum cost; the role the NITEL and
PTC should not play the development in telecommunication industry, the government
should not practise but fully commercialise public corporations.
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CHAPTER ONE

INTRODUCTION

1.1 AN OVERVIEW OF TIHE NIGERIAN ECONOMY (1970 - 1998)

The Nigerian Public Corporations or Lnterprises were created as a strategy  for socio-
cconomic and  industrial development. This was to meet the cver — increasing demands and
aspirations of a newly independent socicty which neither the ministrics nor the private sector could
satisfy (Lar, 1980). The public scctor wilnessed an cnormous cxpansion both in size and number
during the oil boom period, which was accompanied by a lot of structural changes in the socio —
cconomic and political sectors of the economy .

The Federal Government thus embarked on a number of investment projects with the view
of attaining maximum social welfare and obtaining cconomic refurns in some projects. As was
clearly mentioned in its second national development plan of 170 10 1974, government made it her
concern  to control the essential growth — sensitive seetors of the economy 1n arcas of commeree,
industry, fuel and cnergy, constructions, transporl, finance and cducation (Longe, 1982). By and
large, the vital role which public corporations play in achicving our national development goals
cannot be over — emphasized. This resulted in the control by Iederal Government in 1980 of about
110 commercially oriented and 70 non- comimercially oricnted Federal parastatals (TCPC, Annual
Reports,l 1998;‘89). More so, in carly 1980s public scctor accounted for almost half of the Gross
Domestic Product (GDP) and two thirds of the modem sector cmployment. The Federal
Government was thus actively engaged in the ownership and management of these parastatals
covering the major socio-cconomic activitics like banking, insurance, and industry. It was noted

that the Iederal Government invested large sums of money in these corporations



However, it is pathetic o realize that despite the huge amount invested in public
corporations , they have not been doing well In fact, a large number ol them depend greatly on
government funding to survive. The public enterprises have been highly managed inefficiently and
metlectively as far as performance was concerned in mecting the objectives for which they were
established. As Professor Aboyade (1980) obscrved, the performance of the Nigerian Public
Corporations in the last few decades “.... can only be described in a polite language as
disappointing.....” The fact remains that there bave been low returns on capital investment, low
managerial quality and the outright ministerial meddling in the daily operations of the Public
Corporalion contributed to their [ailure (Aboyade, 1980).

Another major problem which when added to the lack of efficient management and
burcaucratic bottleneck compounded the problems of public seclor and the Nigerian economy at
large, was the sudden decline ol oil boom in the 1980s down through the 1990s. The fall in world
oil prices and domestic oil production led to sharp decline in aggregate expenditure and government
subventions or grants to the public corporations which uvsually subsidized their operational cost
when they were unable to break even. This also led (o stoppage in some government projects as
well as under-utilization of our national industrial capacily, for there was large — scale lay- off of
the work force, closure of some industries, scvere market shortages, and consequently high increase
in prices of essential commoditics. J'urthermore, investment as a proportion of GDP has reduced in
both private and public scctors (sce 1986-1998 National Budgct).

Alihough the government to conirol and resolve their economic crisis drew a number of
policy measures, they were no vigorously pursued. Some of these policies include the Trade and
Exchange Control measures under Economic Stabilization Act of 1982 and 1984 and the 15- month

Economic Emergency Policics of 1985. All these have insignificant effect on the economy.

ia



1t was against this background ihat the issue of commercialization and privatization of
public parastatals camce into limelight. These were contained in the 1986 budget within the
framework of Structural Adjustment Programme (SAP) which was a programme designed to re-
organize aggregate domestic expenditure and productive patterns. The government decided to divest
its participation in public parastatals or (o re-organize such investments 1o cnable them survive on
their own and at the same time be independent (sce 1986 National Budget). Privatization here refers
w the sale of government shares or inierest to the public, while commereialization was dcsignalcd
the reorganization and reoricntation of public corporations to make profit or at least break —cven by
covering their operational cost.

This SAP policy, in particular privatization and commercialization policy, was adopted via
1986 National Budgel. As was stated in that particular budget as well as other subscquent budgets
till date, the level of non-statutory transfers to all economic as well as quasi — economic parastatals
would constitute not more than 50 per cent of their present level, The remaining bajance is 10 be met
by mcreases in thew charges, rates, tasiffs and prices. While in those commercially oriented
enterprises or corporation the Federal Government will divest its shares in food, beverages,
brewerics, agricullure, hotel, non-sensitive industries, and distilleries, (sce 1986 National Budget). I
was observed that by so doing the government’s aggrepate expenditure will decline and thus enable
it pay more attention to other pressing socio-cconomic and political nceds of the socicty.

1.2 STATEMENT OF THE PROBLEM

Pubfic corporations no doubl occupy and play a dominant role in our national economy. A
lot of questions were asked by some scholars on how best to solve these probicms posed on the
Federal Government by the parastatals, most especially the non- commercially oriented and

wellare directed enterprise.
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Some obscrves view poor managlclinen( as th{. major problem of corporations.
Others are of the opinion that the poor performance and inefliciency of public
corporalions was causcd by high growth rate in demand, manpower shortage or poor
motivations, whilst some observers are of the strong vicw that such public corporations
are poorly funded, i.c they are crippled by inadcquate financing. Other observers went
further t(i .posit that it is neither of the above mentioned problems but primarily a question
of the. political and socio-cconomic nature of the environment under which they operate
wit.h nevér- ending ministerial and political meddling, | |

The Federal Government thus in consideration of the abovc-mcnlioned.dilcmma
of.the public corporatiéns ado.plcd the commercialization policy to resolve the dilemma.
However, the question or rather the problem belore this research is to analysis the extent
to which connnercialiiation .[.)olicy has been able to check the incffectiveness and
inefficiency of the corporations. To be precise, this rescarch intends to analyze the extent
to which public corporations have been able to survifc w.ithoul go\?ennncnl funding (i.c.
grants, subventions ctc). Secondly, to also find o_qt whether or not these commercialized
public corporation have been ablc to raise funds ie. are being financed through the
capital market, as this is onc of the principal objectives of commercialization policy.
These questions constitute the central focus of this research stud y

1.3 AIMS AND OBJECTIVES

~ This research intends to determine the reasons which prompicd the Federal
Government to adopt commercialization policy, its framework, aims and objectives and
the subscquent commercialisation of Nigerian Telecommunications Limited (NITEL)

being one of the listed corporations to be commercialised.’



The study further intends to evaluate the extont to which NITEL has been able to
carry on its operations and provide services to the public without Federal Government
grants and subventions. The cvaluation will be based on the ability of NITEL to
.raisc capital fund, especially interms of approaching the Nigerian capital market for such
finance.

1.4 SIGNIFICANCE OF THE STUDY

As must have been noted from the prccoding discussions‘;, this research will no

doubt be of vital significance to many issues relating to public corporations as it affects
the national ceonomy.

Fof mstancc thé rescarch deals with an economic and social policy decision of the nation
still undergoing the process of implementation. This of course has not becn adequately
researched on. Moreso, the stﬁdy will in the future ﬁrﬁvidc information to researchers
(both academic and non-academic) as well as public parastatals on issues relating to the
viability of commercialisation of puﬁ!ic Eorporations especially in obtaining finance
through the capital market, and the ability olf the Nigerian capital market to accommodate
public corporations.

Further, the rescarch will build upon existing literaturcs relating to the concept
under study and hence identify the benefits and short comings of the policy as adopted.
. This will further enable it proffer recommendations to resolve the short comings.

1.5 SCOPE AND LIMITATION OF THE RESERACH

The research covers issues relating to commercialisation policy of Nigeria Public
Corporations. It intends to examinc the cffect of its implementation on Public

Corporéiions and the economy at large. NITEL is considered as the casc study for the

’ (J.QI'J -~



research to measure the policy impact. It also covers the years between 1985 to 1998.
This research project is constrained by time and finance. Moreso, this research being
centered on a recent bolicy still in the brocéss of implementation, ﬁot much information )
and literature concerning its impact exist. There also exist the classification of some vital
"* documents and information as strictly confidential, thus lcading to the unwillﬁlgncss by
the authorities to release them.

1.6 RESEARCH HYPOTHESIS

Bearing in mind the aims and objectives of the rescarch as mentioned earlier, the
- following propositions will guide the research.
1. Public Corporations have becn able to survive, carry on with operations amd
' provide services to the public without resorting 10 government grants or subventions
2. NITEL has been able  to obtain finance through the Nigerian Capital market as

Contained in commercialisation policy

17 RESEARCH METHODOLOGY

The research findings of this study as well as its conclusion and recommendations
are based on cxisting literatures, documents and interviews conducted as the main
sources of data i.c. Primary and Sccondary were explored

DATA COLLECTION METHODS

The data used by the rescarcher were essentially drawn from primary and
secondary sources through extensive examination of literatures, documents and

conduction of interviews.
1.5 SCOPE AND LIMITATION OF THE RESEARCH

PRIMARY AND SECONDRY DATA

Primary Data — The main sources of primary data for this thesis arc:



- | Interview
c- | ~ Questionnaire
B Interviews: As data collection techniques, intcr;'icvs;s comprise mectings and
discussions in which the researcher directs question at the subject and record the obtained
responses. These are in the form of face to face interaction. Quite a number of interviews
were conducted at various occasion with officials of NITEL, New- Devco (stock
Brokers), Kaduna Stock Exchange and other Capital Market Operators. Some of those
iﬁterviewcd spccifically requested for anonymity owing to the sensitive naturc of
information involved.
Generally the rescarcher on his visit to NITEL had accessibility to respondents
and some required information {others were classification confidential thus inaccessible).
s« »~This technique allows for quick information generation and higher rates of responsc.
Another advantage enjoyed by this method is allowance for preater flexibility in the
process of questioning, where more topics or issues were introduced. It equally allowed
the researcher to ascertain the validity of responses by further in dept probing of
responses and analysing respondents state of nervousness, hesitation ctc in responding. |

(ii) Questionnaire: This method is a device for oblaining answers to relevant

" research questions from a sample of rcﬁpondents. Expectcdly, the rcscarchcr administered
a form containing a sct of questions, which the respondents fill. In all about 50

~ questionnaires were distributed and only 48 were rcturned.
The questionnaire allowed the research to present exactly the same questions and |

wording, and in the same order to all respondents. The aim is to ensure that all the



respondents reply to the same set of questions, this helps to get the same type of

information from a large number or group of respondents.

SECONDARY DATA-
| The secondary data mainly consist of documents, Official Annual Account and
Report of TCPC, and various publications from NITEL. It should be noted that the
rescarcher was not allowed o take away copies or quote some of these documents, as
~ they are classified information.
The secondary data ﬁmher comprise periodicals, journals, national dailies, and
sessional papers, which provide relevant information to the rescarch work.

" INSTRUMENTS OF DATA ANALYSIS

The researcher employed the following tool /instruments for data analysis
- | Tables and tabulation
- Statistical percentages
- Graphs / charts
The essence of using them is to lucidly present the data obtained and ensurc
clear understanding of the analysis by beneficiaries |, of the major issucs raised and

discussed in the course of the rescarch.



CHAPTER TWO

REVIEW OF RELATED LITERATURE

21 NIGERIAN CORPORATIONS IN REVIEW

Over the years many people perceived that the establishment of Public parastatals
outside the regular administrative framework of government in Nigeria was a by- product
of the traditional conception by the British that civil service as a body ill-fitted both by
outlook, orientation and practical experience for the efficient and effective management
of a commercial and quasi ; commercial character, corporation or enterprise (Teriba,
1968). Moreso, this might be due in part to the more pronounced tendency in developing
countries to create a new quasi- autonomous institution for the fulfillment of almost every
new need that became apparent (Teriba | Ibid).

It will be most appropriate at this juncture to explain and define what is meant by
public parastatals, for it has been and will continuously be mentioned in the course of this
research. The term public parastatals or enterprise is a general term which refers to all
public corporations (i.e public utilities), boards, and government owned commercially —
oriented enterprises (Obasi, 1987). Therefore as was defined by Oynewuenyi (1979),
“Statutory corporations and state- owned companies are public enterprises set up by the
government to provides services, carry out industrial or commercial business, or regulate
activities or practices in some sectors which are fundamental to the national economy™.

Another lucid definition of public enterprises was given by Obasi (1985) when he
observed that public corporation or utility is “an extra -ministerial establishment which is
meant to provide essential infrastructural services such as electricity, water, housing ,

transport, and communication (that privale entreprencurs are  discouraged from



undertaking so that the generality of the people would enjoy such services at reasonable
prices.” It should however be noted that recent proclamation by the Federal Government
had abolished the monopoly hilhcrln enjoyed by these public corporations. The private
sector is now free to venture into such essential infrastructural services ecarlier provided
by only public corporations thus ushering in a new era of competition.

Nevertheless various classifications of these parastatals could be made from the
above definition. These are: firstly, we have public utility corporations which include
National Electric Power Authority (NEPA), Nigerian Railway Corporation (NRC),
Nigerian Airways, Nigeria Telecommunications Limited (NITEL), Water Corporations,
Federal Radio Corporation of Nigeria (FRCN), and Housing Corporation. In the second
category we have the Boards or Commissions that regulate activities and practices, and
examples include Independent National Electoral Commission (INEC), Civil Service
Commission (CSC), Standard Organization of Nigeria (SON), Nigeria Universitics
Commission (NUC) etc. Thirdly , we have state owned companies that produce and
operate as commercial enterprises, they comprise of Ajaokuta Steel Complex , Cement
Company of Northern Nigeria (CCNN), Nigeria National Petroleum Company (NNPC),
Bacheta Sugar Company etc.

2.1.2 THE CHARACTERISTICS OF PUBLIC CORPORATIONS

It is however most interesting to realise that these various categories of public
enterprises shared similar characteristics which include the following as identified by
Obasi (1985):

A MONOPOLISTIC IN NATURE: This refers to the age long control they once

use 1o have over the provision of infrastructural services. However, recent developments



have but challenged this characteristic as more and more private entrepreneurs seem (o
“"now provide similar services. For instance in the communication industry etc quite a
number of private entrepreneurs are actively involved in such businesses carried on by
public corporations for which they were hitherto discouraged from participation. Pick for
example African Independent Television (AIT), Desmim Independent Television
(DITV), etc in the Broadcasting and Electronic Media industry, while in the airline
industry we have private operators like Kabo Air, Chanchangi Airline, GAS, Okada
Airline all challenging the Nigerian Airways. In the telecommunication industry, six
private firms were given licenses to provide digital telephone service within Lagos and
its environs as a sign of dercgulation of the economy by the government .

B PERVASIVE INFLUENCE: These enterprises or corporations exercise a

kind of pervasive influence over the living standard of the masses. For instance, consider
the effect of water corporations service on the generality of the people; or consider that
of NEPA’s service to people’s welfare.

C They are required officially to charge reasonable prices for their services,
although the recent commercialisation policy allowed them to charge commercial prices
for their scrvices. Indeed this has been and is still manifesting in the  various
pronouncement by these corporations of increases in their charges, tariffs or prices from

time to time.

D Their function are mostly service oriented in nature
E They provide mostly infrastructural services
F They are less autonomous than state —owned companies.



el

G Thcy .cnjoy large amount of subsidy or subvention from the governmcnt. However
they will now enjoy lesser degree of subvention as a result of commercialisation
policy. This shall be discussed cxtensively ih chapter four of this work. ..

H Finally, they arc considered as legal entitics that can sue and be sued in their own

corporate names.

2.1.3 REASONS FOR THE ESTABLISHMENT OF PUBLIC

CORPOARATIONS

A number of reasons were advanced as being responsible for the establishment of
Public Corporations . Some of these as rightly document by Obasi (1987) are:

Firstly, the government was induced by the need to control strategic sectors of the

nation’s socio- economic activities which will help in proper planning and dircction of

the nation’s devclopment . Sccondly, there are certain essential scrvices of the
government to the people which nced to be provided efficiently and continuously at
prices to cﬁablc improvement in the standard of living of the masses. Thirdly , enormous
amount of money required to provide such mfractructural services discourages private

entrepreneurs from investing in them, hence the Federal Government was forced to come

. in to protect the intercst of the nation. Fourthly, some of these government essential
.. services to the peopic have to be provided under an organisation environment free from

bureaucratic bottle- neck and red-tape inherent in the civil service. Looked at from

another angle, it will allow freedom of initiative, quick decision , and more flexible

policies and methods all of which are impaired under direct governmental management



through the instrumentality of civil service. Lastly, it is expected that the activities of the
public corporations can produce a kind of multiplier effect within the economy and thus
help to generate more cconomic development .

| 2.1.4 THE PROBLEMS OF PUBLIC CORPORATIONS

Notwithstanding thewr laudable aims and objective, the Nigerian Public
Corporations arc faced with a number of complex problems, some of which were carlicr
obscrved in chapter one. These problems, as succinctly observed by President Babangida
_ (1985), include: incfficient management, high overhead cost, and in 2 number of cascs
low or even negative return on investment . A number of writers tricd on their own (o
pinpeint other various problems responsible for the incfficient and incffective
performance of these parastatals . These problems as observed Obasi (1987) include lack
... of fund, dearth of experienced and competent staff , undue govcm:ﬁent and political

influence, consumers’ unwillingness to scttle bills, high cost of maintaining cquipment ,

. corruption and abusc of office, conflicting role cxpectation, poor caliber of board

members , and the problem of ethnicity and nepotism.

Obasi further observed that all these problems are I#rgcly a product of the
neo-colonial and dependent capitalist character of the entirc .Nigcrian economy. He
believes that the Nigerian public corporations just like other public institutions, “are
suffering from the problems gencrated or exacerbated by the neo-colonial and depend
.' capitalist naturc of the cconomy™
These problems prompted the government at one time or the other to proficr

various corrective measures, the most recent of them all is the twin policy of privatisation



re

and commercialisation  programme. A focus op NITEL will reveal some of the
probicms facing utility corporations in Nigeria.

2.2.0 REVIEW OF NITEL’S PERFORMANCE AND ITS FINANCING

In reviewing NITEL’s performance, attention will be focused on the following

arcas:

- . NITEL’s ability to provide services to customer
= NITEL’s growtl since inception
« . NITEL’s commerciatisation and financing

= Problems and prospect of NITEL

2.2.1 NITEL's PROVISION OF SERVICES TO CUSTOMERS

“Nigeria is placed at the 49" position among under devcioped nations with
" stunted communications facilities. With the average of one telephone to 200 persons, the
country is ranked 79" in the World.” (See the Guardian , “waiting for Tclephone 1998
p4)- . .

’fhc above was quoted from a report published by the International
Telecommunications Union (FTU), where Nigeria (the so called GIANT OF AFRICA) is

ranked among the least developed countries, even in Africa (See waiting for Telephone,

. 1998). Telecommunication scrvices (iclephone) was introduced to Nigeria about a

. century ago , yet we can only boost of about 500,000 functional lincs averaging |

telephone line to about 200 persons, bascd on Nigeria’s estimatcd population of 100
million. This is a far cry from bringing teleccommunication services to the door steps of

every Nigerian. On another account, Nigeria has about 776 Local Government, of which
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only a handful of 228 can boost of enjoying NITEL’s services, the remaining 584 are yet
to have telephone (Obaze, 1998 p20). One then wonders if by the turn of the century,
telephone services could reach the door step of every Nigerian when two — third of the
Local Government are yet to be connected to telephone.

[t has been projected that 11 million telephone lines is required currently to enable
the national carrier (NITEL) and the new entrant private operators to bring
telecommunication services to the door steps of every Nigerian (Obaze, 1998 p20). While
on another analysis, it was further estimated that about 3 million new telephone lines are
needed to meet demand of about 3 million potential subscribers on the waiting list by the
turn of the century (“See waiting for the telephone”, The Guardian 1998, pl4). It is for
this reason that analysts are advocating for not only the deregulation of
telecommunication industry but also advocating for another carrier to join NITEL to
ensure speedy expansion. Such expansion it has been estimated will gulp about = N=500
billion of fresh investment (* See waiting for the telephone ibid)

s At this point we can focus our attention on the quality or effectiveness of
telecommunication services to those areas already benefits from them. To that extent one
may be tempted to ask these questions: fo what extent is telephone services provided
effectively to the customers in the urban areas? How effective is NITEL in restoring or
normalizing faults when reported? In a Guardian publication an article reads “NITEL of
Surulere™ (Alade, 1998 ,pl4) , it was reported that hundreds of telephone subscribers
besiege NITEL office at Bode Thomas Street, Lagos on daily basis to complain about

their faulty lines.



In another instance, a NITEL official admitted their ineffectiveness when he
identified causes of low performance as including poor state of NITEL cables; bush
burning; digging of water pipes etc. as militating against effective communication
systems . The above short comings of NITEL notwithstanding , the authorities concerned
both at parastatal and ministerial/ federal levels have at various instances taken far
reaching decisions towards improving the situation. For in NITEL in  Kaduna recently
embarked upon an intensive rehabilitation of cable network in the state with promise for
further improvement of services , as was disclosed by their territorial PRO , Mr Femi
Odebode (see Punch April 21 | 1998 pl4) . In another development | the Territorial
Manager of NITEL Edo State hinted while speaking with newsmen that serious
rehabilitation of cables and NITEL installations is underway (sce the Punch May 19,
1998 .p4).

Equally worth noting is the efforts of NITEL in providing telecommunication
services at various trade fairs whenever they hold. For instance, NITEL has been
commended for not only ensuring that participants enjoyed constant telecommunication
services, but also for being able to provide, develop, and maintain such services
efficiently and effectively to the country (see Trade fair (day 8) Vanguard Friday April
3, 1998p27).

On a similar note, NITEL has been commended for the introduction of
cardphones to replace coinbooths and business centers running commercial phone
services banned because of alleged malpractice ). Ambekemo (1998) was quik to observe

that the cardphones are however inadequately provided. This facility is mostly found



around NITEL. dﬂices and some selected .locations in c.ities and urban centres to the
neglect of the rural arcas.

Commenting on NITEL’s performance, the lale Head of State General Abacha,
said that “it is heartening to note that while today’s NITEL may not have met the
minimum standard of telephone-to- population ratio, more calls arc being completed on
the first dial” (see NITEL NEWS vol. 8 No 84 May 1998). |

2.2.2 PROBLEMS AND PROSPECT OF NITEL

f— =

Eariler in this chapter, mention has been made of problems facing public
corpoarations. These and others to be enumerated below hinder NITEL from realising its
objectives and attainment of performance pci' excellence. Such additional problems
which arc mostly peculiar to NITEL (sce SEZLINK Vol.1 No 3 March 1998:3) include:

_i_ Inadequacy of trunk circﬁits which inhibit accessibility, customer. satisfaction and
reduces revenue generation

ii_ | Soﬁé Telephone Exchﬁnge are loaded to capacity making cxpansion or provision.
of services to prospective customers on waiting list difficult .

i | Obsolete equipment which are unscrviceable, hence the need to be replace

iv. Lack of steady power supply and absence or obsolesce of station bateries/

géneration sets.

v External Line Plant {(LLP) problcms

vi Quite a number of operational vehicles are old and unscrviccablc

vii Theft and vandalisation of NITEL cables, equipment and installations,
Notwithstanding its numerous problems, NITEL over the years has taken giant

strides towards growth and development. This could be seen in the light of some project
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either already commissioned or embarked upon.. Just recently, in May 1999 it launched a

= N=3.8 billion Kaduna Digital Earth Station and International Telecommunication
Switching Center (ITSC). The center commissioned by the then Head of State Late
General Abacha, was expected to complete the modernization and expansion of Nigeria's
International Communication Infrastructure (see New Nigeria May 27 1998 pl) . The
I'TSC, commented the Managing Director of NITEL Professor Bajoga, is apex of national
switching network, and add to being an interfacing point for international traffic, It
provides the synchronization signal for the entire national network. The ITSC at Kaduna
has an installed capacity of 7, 650 trucks equipped for a wide range of signaling types for
both national and international operations thus can interface with various switching
systems locally and internationally.

It should be equally noted that similar dual antennae digital satellite earth stations
were each commissioned in Lagos in December 1992 and Enugu in August 1993. These
were commissioned by General Babangida, the then president (see NITEL News Vol 84,
May 1998 pl).

To further support these three I'TSC and earth stations, the existing two analogue
carth stations at Kujama (Kaduna State) and Lanlate (Oyo State) are being utilized for
data transmission. With these facilitics, NITEL hopes to achieve a total of 3.4 million
telephone lines by the year 2010, translating to density of 2.4 telephone lines per 100
inhabitants for an estimated population of about 142.12 million at an annual growth rate
of 2.5 per cent (see New Nigerian May 27 | 1998 p2).

In another development NITEL had taken digital technology to Ibadan,

Ogbomosho, ljebu Ode, Akure, Otta, llorin and Abeokuta, while work is in progress at



Adc.).—— E.kiti, Owo , Offa ami Ondo . Whilc iﬁ the North - Eastern part of the country,
work on digital exchanges has reached an appreciable kevel of progress in Bauchi,
Maiduguri, Gombe, Jos, Yola and Makurdi. 'The transmission path which is powered by
solar energy-as a response to the constant power failure was introduced in 1996 (see New
Nigerian lbid)

2.3.1 COMMERCIALISATION POLIY (NATURE AND SCOPE)

It will be recalled that the Federal Government of Nigeria in response to the
oonﬁnued pmbicms of public enterprises {as earlier mentioned in the chapter) adopted the
policy of privatisation and commercialisation of all public enterprises in Nigeria.
Commercialisation is the main theme of this project and shall therefore be our main
concem.hcre._ _

The Federdl Gﬁvcrhmcnt in 1988 prdmulgatcd decree No. 25 which set up the
Technical Committce on Privatisation and Commercialisation (TCPC), now Bureau for
Public Entcrprises (BPE) as a legal frame work for the implcmentatioﬁ of its
commercialization programme within the context of SAP (see TCPC Annual Report and
Audited Account 1988/89).

Under lhis decree, commercialisation was defined as the reorganisation of
enterprises wholly or partially owned by the Federal Military Government in which such
commercialised enterprises shall opcrate as profit making commercial ventures and
without subvention from the Federal Military Government . A total of 35 public
~ parastatals werc listed for commercialisation. 24 out the total figure are for partial

. commercialisation while the remaining 11 are to be fully commercialised



The term “partial connhercialisation “ o.f an cnterprise in ..this regard means that
such designated enterprise will be expected to generate enough revenue 1o break-cven, in
otherwords cover its operating cost. The govérmncnt shall however consider giving thcm
capital grants to linance their capital - intensive projects,

While an cnterprise designated for “full commercialisation “, on the otherhand,
will be expected to operate profitably i.e on a commercial basis and also be able to raisc
funds from the capital market without government guarantec (this is the main focus of
this research, i.c ascertaining the extent of Ircalisalion of this singular objective of
commercialisation policy). It is t;xpecled that the privatc sector procedures and principles
will be adopted by the fully commercialised enterprise in the running of its daily business
within the confines of gencral regulatory power of the Federal Government. Ience they
can for instance;

a Fix rates price and charges for goods and services they provide.

c Capitalize their assets, and

d Sue and be sued in their corporate names.

Below is a table of all Government parastatals listed for both partial and full
commercialisation with the exception of 4 enterprises. These arc Ajaokuta Steel
Company Limited, Associated Ore Minning Company Limited; Delta Steel Company
Limited , and the African Re- Insurance Corporation. They are listed with respect to_thc

degree of the proposed commercialisation

45 : :
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ENTERPRISE o NO OF COMIPANIES TYPL

Nigerian Railway Corporations o 1 o Partial
Nigerian Airports Authority | | |
(Now Federal Airports ) :
Authority of Nigeria — FAN) i : : Partial
Nigerian Securily Printing and :
Minting Company Limited _ S l_ _ | Partial
National Providenl Fund - _ _ | | Partial
Ajaokuta Stee! Company Limited | " l : ‘ Partial
Delta State Company Limited : | -1 _ Partial
Nigerian Machines Tool Limited 1 | _ : Partial
Federal Housing Authority | ' Partiat
River Basin Development Authority ' I Partial
Kainji Lake National Park ' i o Pariial
Federal Radio Corporation 1 Partial
Nigerian Television Authority | | | | partial
News Agency of Nigeria | : 1 Partial
Nigerian National Petroleum Corporation 1 Full
National Telecommunication Limited ' 1 _ ' Full
Associated Ore Mining Company Limiled _ 1 _ _ Full
Nigerian Coal Corporation _ | 1 Full
" National Insurance Corporation of Nigeria ' 1 Full
Nigerian Properties Limited _ | Full
Tafawa Balewa Square .
Management Committee _ 1 _ Full
Nigerian Ports Autharity i Full
Africa Re- Insurance Corporation . : ' 1 - Full
TOTAL No. OF ENTERPRISES

TO BE COMMERCIALISED 35
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2,32 THE OBJECTIVES OF COMMERCIALISATION POLICY

The policy was developed purposely to achieve certain objectives that affect both
management, employees and consumers /customers of such enterprises. These objectives
include:

(a)  To restructure and rationalize public enterprises to ensure an effective and cost
conscious, and goal-oriented management and staff whose future is linked with the
fortunes of the organization they operates

(b) Undertaking a comprehensive review of the accounting and management
information system of the enterprises with a view to installing and maintaining modern
and effective accounting systems which will produce promptly the necessary data for
monitoring their financial and operational performance . To this extent NITEL designed
and is about to implement a set of new accounting systems. (See NITEL News Vol. 8 No
84 , May 1998).

(¢) It is geared toward re- orienting the enterprises for commercialisation towards a
new horizon of performance, improvement, viability and overall efficiency through the
enforcement of strict commercial principles and practices.

(d) Finally, the policy wants to check the present absolute dependence by otherwise
commercially viable enterprises on the treasury for funding through encouraging them to
approach a realistic capital market without government guarantees.

2.3.3 PRECEDURE FOR ORDERLY COMMERCIALISATION

One of the major problems which had plagued past attempts by this county to
reform its public enterprises is lack of vigorous pursuance or implementation of such

corrective measures. The Babangida regime is however , not taking any chances in its
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rcforms and thus sct. up tﬁc fCPC (Now Bureau for Public Entcrprisc.s- BPLE-) and .ils

sub-committees to ensurc the vigorous and full implementation of the commercialisation

package. The TCPC /BPE and its sub-committees was charged with this task (see TCPC
Ibid). | -

A six month period referred to as transition pericd was proposed to systematise

the commercialisation  process which involves a number of preparatory task.

These include some of the following:

- Updating of annual accounts and reports;

- Revaluation of assets where necessary; -

- Improvement in Managemenr Information Systems at the enterprise
level;

- Financial restructuring to prepare the enterprise for market reception;

- Repair and rehabilitation of enterprise facilities to put tbem in good
working condition; _

- Debt resolution and settiement;

‘- Funding arrangement review;
- Design of reporting system to meet internal, external and other obligations;

- - Any other structural changes necessary fo prepare the enterprwe Jor aperatmn
on proper business line. :

The implementation committee is intended to identify thosc arcas in which some
detailed work is necessary by any prolessional group and recommend to TCPC/BPE who
in turn will arrange to make the appointment if necessary.

Finally, fhcre exist a kind of performance contract between the management of
the enterpriscs so revamped guarantecing the attainment of certain stated levels of
financial, operaling , and management performance oh the ground that govémment
' | grants,

a Adequate operational autonomy , and
b Adequate resources.
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This performance contract will sort of usher in or lead to the cra of
commercialization in each of the affected enterprise. The take- off date for all affccied
parastatals is 1 January 1990. However, until date the commcrcialization is yet to be

fully implemented (see the Nigerian Economy Vol 4 No 16: May 13, 1991 p17)

234 COMMERCIALISATION POLICY AS IMPLEMENTED

Although commercialisation policy is yet to .be fully implemented, the
promulgation of its deqrcc has nonctheless enabled the implementation of some aspects
of this poliéy at the enterprisc level. The result was that some public cntefprises raised
their user chafges and tariffs for the various services they rendered to enable sell
ﬁn:;lnéing and self accountihg in aﬁticihation of their autonomy from the cherﬁ]
Government. lor example , NEPA proposed an incrcase ol aboul 400% over its 6 Kobo
per kwh charges. Its argument was that in other West African sub region clcct'ricit).r. tariﬁ‘
cost higher. That while in Benin Republic and Burkina Faso, a unit electricity in 1987
cost 64 Kobo 88 Kobo respectively, in Nigeria it costs only 6 Kobo /unit. Whercas in
Ivory Coast it is 56 Kobo, Camcroun 40 Kobo and 60 Kobo in Guineca (Ayodcle , 1987).

More enterprises like Nigerian Airport Authority /Federal Airport Authority
(FAAN) and Nigerian Railway Corporation (NRC) based on similar perception of
commercialisation policy raised their rates by 100% and 50% respectively in October,
1987 (Ayodele Ibid) . This increase was in addition to an initial increase of about 60% on
the 1986 fares charged by NAA (FAAN). Other enterprises too including NIPOST,
NNPC, NITEL and Water Corporations have at various and different occasions increased
prices and charges as a mark of preparedness to be commercialised. In fact there

are moves by others to further increase their prices and charges as recent development



have indicated. Nigerian Ports Authority (NPA) in February 1991 issued a circular to its
staff’ notifying them of the authority’s decision 10 commence its commercialisation
exercise from 1% of March 1991. It further increased its work time which is now from
8.am to 5 pm (see Nigerian Economist opeit ).

A recent development however is the pronouncement of the Federal Government
to privatisc some of the public corporations already commercialised or listed for
commercialisation . For instance the Ministry of Communication recently set up a panel
to work on the privatisation of NITEL, while its (NITE)L accounts is to be audited in
readiness for the exercise (see Daily Times February 18, 1998 p3). Other corporations
slated for privatisation along side NITEL include NEPA, NAFCON , Federal
Superphosphate  Fertilizer Company and the Refineries. About 40 per cent of
Government holding i.e ownership in these enterprises is expected to be handed over to
qualified technical and financial partners (see Thisday , August 30, 1998:5).

2.4.1 THE NIGERIAN CAPITAL MARKET AT A GLANCE

The Nigeria Capital Market is one of the three basic market found in the
Nigerian Financial Market. The others are the Money Market and the Medium Term
Market. We shall focus attention on the capital market since it forms the central point of
the study. A market in common usage refers to a means by which buyers and sellers
come together to aid the transfer of goods and service with communication playing a
very important role.

Technically speaking, however, financial markets (capital market inclusively) are
specially forms of markets where securities are traded on regular basis. Such markets

play a very important role in the development of any economic system in the world. In



parlicular thé Nigeria capital mark.et can be described és c.omprising the cﬁtii‘c financial
system that offers long term {und necded for linancing not only business and other
economic institutions but the progrmmes of government as a whole (Osaze and
Anao,1990 pi189Y). The market especially deals in long term sccurities ic stocks,
debentures and bonds with a tenor above 5 years.

The Nigerian capital market comprise several financial institutions (e.g Merchant
Banks, Development Banks, Commercial [Banks, and Insurance and Pension
Funds),while thc Nigerian Securities and Exchange Commission as well as the Nigerian
Stock Exchange are considered fcgulators of the market .(Osazc and Anaolbid). Below

is a chart that depicts the capital market as found in Nigeria.



THE NIGERIAN FINANCIAL SYSTEM

The Central Bank of Nigeria

The money markcet : | o The
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Equities Term Loan
Gifts

Source: OSAZE, E.B. The capital Market; {ts Nature and Operational Character
{1991 pl).



2.4.2 CHARACTERISTICS OF NIGERIAN CAPITAL MARKET

- The distinguishing character of Nigerian capital markel when compared to other forms of

market include:

1.

INSTRUMENTS: Equities, debts and quasi — debts like preference shares,

loans or debenture stock and convertible bounds bonus shares warrants are some

of the instruments.

TENOR: Tenor of capital mf;rkcl instruments ranges from five (5) to twenty- five |
(25) years belore final maturity. The tenor of capital market is in fact the longest ,

equity stock, however, has no specific or determunced tenor,

COUPON RATE: This refers to the rate of il interest charged on loan. 1n the past

it usc to be fixed , we also have fluctuatling rate which fluctuates with the fortuncs

of the company issuing the bound.

2.4.3 BASIC FUNCTIONS OF THE CAPITAL MARKET

1

2

Itservesasa convcrging;pomt between the suppliers and users of funds

It serves as a_plaoc for pricing of sccuritics. That is, it provides casy accessibility
and permanent meaﬁs ‘whereby investors can buy and sell securities efficiently
and at minimum cost

It prﬁvidcs a mérkct for secondary securitics

It helps financial system to allocate funds in the most cfficient manner among
competing alternatives uscs. |

The existence of the Nigerian capital market encourages w1dcr distribution of

primary securities issucs.

26



2.4.4

Finally, but certainly not the least , the capital markel offers enterprises new and
wider opportunitics of obtaining the financial resources they need for expansion
and cfficient opcration

ROLE OF NIGERIAN CAPITAL MARKET TOWARDS PROMOTING

BUSINESS AND THE ECEONOMY

The role playcd by Nigerian capital market towards promoting busincss and

economic activitics gencrally in Nigeria , was summed up by Osaze when he listed the

various ways the capital market currently aids business and the cconomy  as viz, (Osaze,

1991p3):

s L

Through the Sccond — tier Securitics Market by promoting the bonification of
the domestic national dcbt by promoting a bonds markel Lo specifically cater for
domestic national debtﬁ.

Equally referred to as securitisation which makes the debts negotiable and
discountable via the Central Bank of Nigeria 1o provide liguidity to Ieﬂdcrs who
would wish to encash their bonds.

Through financing down stream acti;’ilics iﬁ the oil and gas industry-specifically
hydrocarbons (petrochemicals and liquefied natural gas).

Through the privatisation and commereialisation of government controliced
enterprises through offer for- sale /subscription on the capital market based on
Decree 25 of 1998,

Through the internationalisation ol the capital market by daily beaming
worldwide via link — up of the stock exchange’™s computer to the Reuters

International Communication Network, of the names , share prices and other
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financial information of all quoled companics on the Exchange. This encourages

forcign inllow of capital via coquirtes (Alile, 1998)

FINANCING OPTIONS AND FACILITIES AVAILABLE TO _NITEL AT

THE

NIGERIAN CAPTIAL MARKET.

The Nigerian Telecommunication Limited can cnjoy the following service from

the capital market:

i
i

i

e dP

Mergers and acquisitions
Portfolio management _
Debentures and equity placements

Warchousing of undersubscribed shares and stock

It suffice to give a brief description of what is meant by the three financing

options NITEL could use and benefit from the Nigerian Capital Market . These are (sce

Osaze 1991:169-1706):

Loan syndication

Going public /Equity placement
Private placement / Debentures
LOAN SYNDICATION

This refers to a situation whereby an organisation’s  {unding requircment to

finance and execute capital projects is being met by a consortium or syndicate of banks

(i.e more than one bank) owing to the huge amount of money involved, Usually, the

amount involved exceed
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= N= 10, million which makes it difficult for a single bank to raisc. A bank or two
usually coordinate | facilitate and manage the credit involving a single borrower. A single
loan document governs the entire facility even though many banks are involved.

Loan syndication is not without charges, these include for instance:- Interest on
loan , commitment fee, Agency fee, Management fee etc . These charges

notwithstanding, loan syndication ensures

i Enhancement of investment and the economy’s productive capacity

i Reduction of project failure rate

il Enhances the quality and efficiency of the intermediation process.
Nationa

v The spreading of lending risk among several participating banks (leaders)

b GOING PUBLIC

Another alternative open to NITEL is “going public™ also know as “Equity placement™.

This will mean NITEL's transformation to public liability company (PLC) with a

minimum of seven (7) shareholders. This it can achieved by selling shares. Infact this is

what is being agitated through the call to privatise NITEL and other public corporations
Going public carries along with it some benefits which among other, include:-

i Allowing owners to benefit from a more valuable equity position with

promises of growth and retention of control over corporation.

i Promises the attainment of a higher long-term price than those selling to a single
buyer.
i The need for a working capital encourages NITEL to go public
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iv | Addilioml capital for expansion or retirc a debt can be obtaincd

v Equally interesting is that going public cnsures the perpetuity of the company
aller the demisc of the original owners.

vi 1t turther broadens the capital base ol'l an organization , henee creating access o

bank lines of credit and other institutional longer term borrowings.

c PRIVATE PLACEMENTS

This option is wsually chosen when a company is in difc nced of finance and
considers the cost of obtaining the carlier discussed alternative as high. Private placement
provides an attractive and accelerated financing alternative to public offerings savings a
number of charges/fee. Analysts cqually consider it as a praclice field for going public.
Such placement, which include shares, notes, debenture and other sccurities, sales at
lower prices than when placed publicly (i.e public offerings).

Private placement are mostly used for
- Tumiﬁg a company around | _ | y
- Raising of fund for special purpose e.g takeovers, merger or acquisition

Conclusively, NITEL and indced any other commercialised / privatised public
corporation has some benefits Lo reap from or through the capital market given proper
government backing. General Management GM with their various portfolios.

However it should be noted that one General Manager in charge of legal and
Secretarial matters and  three other Deputy General Managers in - charge of Internal
Audit; Public Relations and Corporate Affairs and Management Information System &
Data processing arc directly responsible or answerable to the Chief Executive. This is in

contrast 1o the other GMs and DGMs who are {irst answerable to the Eds. This is not
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unconnected with the nature and sensitiveness of these units, Below is NITEL's
organization chart.

3.4 ORGANISTAION CHART OF NITEL

From the chart above you will discover that ED Long Distance has three GMs
“under him namely GM Long Distance Communication, GM Internal and GM Network
Planning . Whiie the ED Planning and Operations has GM Planning and Development;
GM Operations and GM Project Implementation and Monitoring under his control .
Executive Director Finance and Investment equally controls three GMs responsible for
Investment & Treasury, Finance & Accounts and Budgetary, Purchasing, Stores and Cost
Account. The ED Administration and Corporate has much larger GMs, about four various
heading: Transport, Lstate Management, and Maintenance; Medical and industrial
Services; Personnel Training and Manpower Development, and Purchasing & Supplying.
Last but not the least we have Exccutive Director Zonal Administration who has the
highest number of General Managers under him in charge of various zones. He controls
about six GMs heading Lagos zone; North — East Zone, North- West Zone , South — East
Zone, South -West Zone and Central Zone.

It should be added here that the territories are headed by Territorial Managers
(TMs) who are responsible to their respective Zonal General Managers. TMs have
subordinates such as Senior Managers, Managers ete who coordinate the activities of
their respective sections/units and report to the GMs.

By and large, NITEL is structured on a tri-partite basis i.e the Headquarters, the

Zones and the Territories.
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CHAPTER THREE
HISTORICAL BACKGROUND OF NIGERIAN

TELECOMMUNICATIONS LIMITED (NITEL)

31 ESTABLISHMENT OF NITEL

Nigerian Telecommunications Limited is a limited liability
company which came into being on 1% January, 1985 as a result of a merger of two sister
Telecommunications outfits, Nigerian External Telecommunication (N.E.T) Limited and
Post and Telecommunication (P&T) department.

Prior (o the merger, the Nigerian External Telecommunications Limited takes
care of the external tcleccommunication services while the Post and Telecommunication
(P&T) was in charge of the Postages and Telccommunications services within the
country (i.c internal).

The origin of Nigerian External Telecommunication (NET) Limited dates back to 1886,
when the first direct telegraph-services between Lagos and London was operated through

| submarine cable by the African Direct Telegraphy Company with other lnternational
Telccommunications outfits gave birth to the Imperial and International Communications
Limited London. Soon after that, the Imperial and International Communication (1&1 C)
Limited changed the name to Cable and Wircless Limited which was responsible {or
Nigerian External Telecommunication Services throughout the pre-independence years.

~ On the attainment of sclf rule (independence), coupled with Government
.awaren.ess. of tﬁe paramount role telecommunications play in the pational development,
the Nigerian government decided to team up with Cable and Wireless to form the

Nigerian External Telccommunications (N E.T) Limited.
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Thus, in December, 1963, the Company ‘became known as Nigerian External
Telecommunications Limited with government Equity Share of 51% and the remaining
49% being held by .Cablc and Wircless,  Still pressing for total control of External
_ Telecommunications Services, the government acquired the 49% Shares held by Cable
and Wircless ( C & W) and conscequently, Nigerian External Telecommunications (NET)
Limited became fully owned by the Federal Government of Nigerian, with cffect from
OCTOBER 1* 1972,

Since then Nigerian External Telecommunications Limiled has taken giant strides
towards improving and cxpanding external teleccommunication services in order to
stimulate rapid industrial development and to boost inlernational trade and cooperation
between Nigeria and the outside World .

As earlier mentioned, Nigerian Telecommunications Limited was formerly
cqnstituled on January 1™ 1985 as a result of the merger of internal and external
telecommunication services. The reasons for the merger were basically the
compatibility of services and equipment and the streamlining of activities of both
Organiszit ions (NET and & P & T). It was envisaged that Nigerian Telecommunications
Limited (NITEL} will definitely create harmonization and complementarily of services,
which until the merger, were handled by N.E.T Limited (exicrnal) and P&T (intcrnal).

In a nutshell, NITEL was formed basically to improve the e{fectiveness and
efficicncy of providing telecommunication services (both internal and external) to reduce
cost. Since ils inception, a lot of activities have taken place and are still taking place
inorder to achieve the desired objectives/goals.

Nigerian Telecommunications Limited as a whole comprises of six (6) Zones and
thirty nine (39) Territorics in the whole Federation. It has its headquarters at Abuja the
Federal Capital Territory (FCT). '



The Zones are:- (1) Lagos Zone

(2) North — East Zone — Bauchi

(3) North — West Zone — Kaduna

(4) South — East Zone — Enugu

(5) South — West Zone — [badan

(6) Central Zoace — Abuja.
The North - West Zone is responsible for the provision of Telecommunications services
to some states in the Northern part of the Country. The staff strength of North - West

Zone stood at 1278 as at the end of September, 1998 in the following distributions :-

Zonal Headquarters Kaduna - 219

Kaduna Territory -410
Kano Territory - 280
Sokoto Territory - 93
Katsina Territory -9
Jigawa Territory - 64
Kebbi Territory - 57
Zamfara Territory - 58
Total 1,278

Each Zone is headed by a Central Manager while the Territories are being manned by

Territorial Managers.
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3.2 THE ROLE AND TYPES OF SERVICES PROVIDED BY NITEL

Nigerian Telecommunications Limited provides three (3) basic
telecommunication services all over the Country. These are TELEPHONLE, TELEX/FAX
and TELEGRAPH. It also provides other specialised services e.g. International Dircet
Dialing — 1DD, Private Lease Telephone and Telex Satellite Mobil Communication
(INMARSAT), Electronic Mail, Data Switching system ete, can also be designed and
" provided to individuals and organisations on request. NITEL also provides a means of
Transmission and Reception of Real Time Television for Network.

The role of NITEL to the socio-cconomic development of Nigeria cannot be over-
emphasised. Thus Telecommunication services is a valuable commodity which is
beneficial to mankind. Human beings are continuously creating new means of making
life easier. In this endeavour, the exchange of ideas and all forms of information
between persons, communities, Countries, Continents and even planets have propelled
Telecommunications into what is referred to as “The Global Village™. Numerous
benefits such as Financial, Medical, Agricultural, Military, Culture ete can be derived
through the Telecommunication Phenomena which is the responsibility of NITEL.

Though there has been a lot of eriticism for NITEL’s inability to meet up with the
increasing demand of its customers nationwide, this was not unconnected with the
problems encountered as a result of the merger, environmental constraints and other
infrastrutural facilities coupled with the costly equipment used by the organisation, 90%
of which are imported . iluwulvcr, there seems to be an improvement on the situation
with the commissioning cutover of a number of Digital Exchange and other re-

organisations.
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3.3 ORGANISATIONAL STRUCTURE OF NITEL

The organisation is being headed by a Managing Director (MD) who cqually is
the Chief Exccutive and member of the Board of Dircctors. The MD is assisted by Five
Exccutive Directors (ED) incharge ol long distance Communication; planning
operations; Iinance & lnvcslmcni; Administration & Corporate and Zonal
Administration. Under cach of these ED’s we have a number of General Managers (GM)
with their various portfolios.
llowévcr, it should be noted that one General Manager incharge of legal and Scerctarial
matters and three other Deputy General Manager In charge of Internal audit; Public
Rclations and Cooperate Affairs and Management Information System and Data
processing arc dircctly responsible or answcrgblc to the Chicf Exceutive. This is against
the other GMs and DGMs who are first answerable to the Eds. This is not unconnected
with the naturc and sensitiveness of thesc units. Below is NITEL’s organisational chart.

3.4 ORGANISATION CHART OF NITEL

From the chart above you will discover that ED long distance has three GMs under
him namely; GM Long Distance Communication, GM Internal and Network planning. |
While the ED planning and operations has GM planning and Dcyclopment; GM
operations and GM project implementation and Monitoring under his control. Exccutive

"" Director finance and Investment equally controls three GMs responsibie for Investment
& Treasury, Finance & Accounts and Budgetary, Purchasing, Stores and cost Account,
The ED Administration and Corporate has much larger GMs, about four various heading;
Transport, Estate Management and maintenance; Mcedical and Industrial Service;

Personnel Training and Manpower Development and Purchasing & Supplying. Last but
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not I;he least we have Exccﬁtivc Dircf:lor Zonal Administration whol has the highest
number of General Managers under him incharge of various Zones. He controls about
six (GMs heading Logos Zone; North-East Zone and Central Zone

It should be added here that the territores arc headed by Territorial Managers (TM )
who are responsible (o their respective Zonal General Managers. Tms have subordinate
such Scnior Managers, Managers ctc who coordinate the activities of their respective
sections/units and report to the Gms.

By and large, NITEL is structured on a tri-partite basis i.c the Headquarters, the Zones

and the Territorics.

37



129y 1503 zjesumlineg
SJUNQoYY ' o
P SO Suozz WA TE e Ainsessr 9 B St 2 Bujuueid [BUCIEU summg Buony
rn”w.ﬂ"um-N _mmM«a...“_._oNz ISeAA-UIICN| |1SES-UINCS| | iSeMm-uinag mun....._ud.ulNd juBWIISSAU HM“””” mm”hcnwﬂm ﬂ“ﬂﬁhﬂn HIDYNYA | _..._mmdqnzg
59 HIOYNVA | | uzovnvin || BSDvNvia | | H3EYNYAN [ usovNyid HEDVNYI il HIOVYNYI & IVHINZO | | TVHSNZD
,mm,..w,ﬂﬂm IWHINSD | | twesnzs || avesnzo | | TYESENID | | qyyanse TwH3INTgD | | TYESNSD TYHINID IVHINID 2| | N2
I
|
wewdo@aag sa0AL9S sourusiuEN Cupoiuon ¥ wetsdolasag
amodugpy (B SnpU % iuswsleuen pogruaudw) suonesed BSuluueld
u”“Mﬁﬂ,H_umwnM hcuﬁcuwmﬁhﬂh.&r g redipew ajrie3 prodsuril JUO. Toa-d mmmu{z,ﬁ“u ,MM.O(Z{E
HEDVYNYA HIDVNYI HEOVNVA mmw<zmi mmw,lqzﬂz iy S LENTE
IVYHINSD | IVHIN=D TYHINZD TIVHINZD TYHENZSD

juswisaal] g esueuly

UOHBNSIURLPY [BUOZ
HOLO3HIQ SALLNOSXS

@#je20Ci00 § UCH B SIUIWPY
H0O1338I0 IALLNO3IX3

HOLO3HIA JALLNDIX3

sucijeied 3 Buluueld -

HOLD3IHQ JALLNOAX3

vonRIUNWIL0g 22utisig Sua
HOLO3HIQ SALLNOIXT

Buisseoold Bleg 9

WwalsAs uoieulop] Juswebeuey
HIOYNYWN TVHINID ALNd3d

suely 9jeiodioc) 3 SUOHERY Jland
HIOYNYW TVYHINZD ALNd=Sd

HPNY |[BuuS3u]
HIDVNVYA TVEINID ALNG3A

[eueissoag v eta
HIDVNYWA TYHESNZD

eyo reucneziueblio
PSSO EOIUNWILIODSIS] UBLSEIN

SALNDAX3 13HD
/HOLO=HId ONIDVYNYI

6¢



b

CHAPTER FOUR

DATE PRESENTATION AND ANALYSIS

4.1 __ BRIEF OUT LINE OF THE CHAPTER

In this chapter the result of various interviews conducted with NITEL staff and
officials and questionnatres administered as .wcll as documents, NITEL Journals,
Mapazincs, Dailics, consulted were presented and analysed. This is to enable a valid and
authentic assessment of the hypothesis

: One sct of questionnaires was administered, in all filty (50) questionnaire were
distributed and forty cight (48) responded to while the remaintng lwo (2) were not
returned.

Accordingly thc.48 that v}crc returncd and correctly responded to by officials viz-
a viz interviews and documents/journals /dailies consulted constitutc the data base.

4.1 ANALYSIS OF _NITEL’S ABILITY TO SURVIVE ON INTERNALLY

GENERATED REVENUE

The Technical Committee on Privatisation and Commcrc.ialisation (TCPC)
reforms of 1992 transformed NITEL into a fully commercialised organisation (with
shares completely c;wned by the Federal Government) cxpected to operate and provide
services profitably. This is to be achieved through the application of the basic principles
and procedurc of the private sector in the running of its daily operations. NITEL was
thus, for instance to fix rates, prices and charges for goods and services it provides in
order 1o, not only break — even and operaic profitable, but also survive without recourse

to either grants or subventions from the government.
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In response to question 3 the .qn.zcstionnairc, forty - two (42) respondents
representing about 85.5 percent agreed that NITEL has wilness and inercasc  in its
revenue generation, while the remaining six (6) respondents representing 12.5 percent of
the sample population disagrecd. They opined that the organisation has not wilness
increase in revenue gcncmlion. .

Information available to the rescarch reveals that NITEL has witness a progressive
generation and colleetion of revenue since 1989. For instance with an asset base of N1.5
billion NITEL has a total exchange installed capacity of ncarly 4000,000 tclephone lines
and 12,692 telex lines from which it gencrated a total turnover of N296 million in 1990
(sce NITEL journal Jupc 1990 P.3). Currcntly however, the total asset base of NITEL
has increased substantially and so is its exchange installed capacity to about 766,000
telephone lines, telex/fax and Telegraph. It cqually provides other specialised services
such as INTERNET, IDD , Private Leased Telephone and Tele, Satellitc Mobile
Communication , Interconnectivity services to private Telephone operators (PTOs} etc
which all translate to increased in NITEL's gencration capacity .It is indicated that
during the year 1985 the installed capacity was increased by over 200% (sce Kaduna
‘ Polytechnic Bulletin Vol 10 Jan. 1999 P. 15)

If the above is anything to go by, the company especially afier its full commercialisation
should be witnessing a substantial inercasc in révenuc gengeration.

QUESTION 5: HAS THE GOVERNMENT CONTRIBUTED TOQ THIS

CAHNGE IN REVNUE EITHER IN THE FORM OF GRANT

OR SUBVENTIONS?
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TABLE 2

RESPONSE NUMBER OF PERCENTAGE
RESPONDENTS

YES 4 8

NO 44 92

TOTAL T 100

SOURCE: RESEARCH QUESTIONNAIRE, 1998

A sizeable pumber of the respondents, o be precise forty ~ four (44) constituting

those contacted answered N@ to the question as shown on table 2 above. This i1s an

indication that the Federal Government has not contributed in any form (cither

92% of

subvention or grant) to NITEL since it was commercialised in 1992. The remaining 4

- respondents who constitute 8 percent, on the other hand, believed that the government

has contributed to their revenue generation.

92 percentiage of those contacted answered

period of time.

QUESTION 9:

WOULD YOU SAY THAT NITEL HAS BEEN:
Surviving on Government Grants & subvention only
Surviving on Capital Market Finance only
Surviving on Internally Generated Revenue only.

(a)
(b
)
(d)
()
(N

Surviving on A & C only
Surviving on B & C only
Survivingon A, B & C.
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TABLE 3

RESPONSES | NO OF RES. PERCENTAGE
Surviving  on gt)VL‘rHl_l]-Clﬁ____';;'_I‘;mh;__&_ N i o
subventionsonty 0
Surviving on Capital market finance only - -

" Surviving revenue only | 4 | 92

" Survivingon A & Caboveonly | 4 | 8

SowmsmB&ECy | - | -

R —— o — N o
Surviving on A, 3, & C above - -
TOTAL o 8 | 100 =

'SOURCE:  Research Questionnaire , 1998
As indicated in table 3 above being a response to question 9 of the questionnaire,
92 percent of those contacted are of the of the view that NITEL has been surviving on
internally generated revenue with out recourse to government grants or subvention. The
remaining respondents representing 8 percent of the sample population disagreed with
the above claim. They argued that NITEL has been surviving on not only internally
generated revenue but also on favours from the government . This group represents the 8
percent respondents on whom the rescarcher earlier remarked while commenting on table
2 above. It should be noted that an observation was made on the likely reason why they
hold that opinion as revealed below.
A carcful perusal of specches made by top government dignitarics as well as
documentary materials revealed that presently NITEL is fully  commercialised with the
complete removal of subsidy and does not enjoy government subvention of what ever

kind, NITEL invariably sources and finances its operations on internally generated
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revenuc. Only just folur years ago 1n (1995) that the Military Government headed by Late
Sani Abacha, sponsored a project payablc as loan within a given period. This was
revealed by a staff of NITEL who begged for anonymity. |
Supporting the above argument however is Major General Aziza the then minister of
commuincations who stated that NITEL had just spent funds in excess of N100 billion on
projects execution in the  last five yecars (sce NITEL journal June 1998 p22). He
mmkcd that projects inter alia, include the Kaduna satellite gateway and ITSC and
two others ol its kind at Lagos and

Swpperting the above argument however is major General Aziza the then minster of communication
who stated that NITEL had just funds in exeess of N10D billion on projects exceution in the Jast
years (see NITEL journal june 1998 P. 22). He remarked that these projects inter alia, include  the
Kadwuna digital satelite gateway and I'TSC and twu others of its kind at Lagos and

were financed through NITEL’s internally gencrated  revenue.
Equally, the late Head of State , General Abacha in another instance (at the

launching of Kaduna digital satellite gateway) supported the above argument when he

‘staled that “........... Equally gratilying is tho foct that all the projecta I have enumeratad
arc being linaneed by MTTTEST ‘ cr s st of exchanee and this s without
“‘ ;'.‘.-I":i'f.’%'}ﬂ"'_"i' A ;-1“I BT TS LR i : el P RN T\-,. PR o : T _— Vi

poﬁéy" : (ScclﬁITEL Journal June 1998 P. 22)

o Further more, NITEL has also made substantial cfforts in staff welfarc matters,
usiﬁg internally generatcdl revenue, For instance it increased its staff bus fleet to a total
number of 162 buscs while stafl rcmuneration was cqually revised upward . The
company furthcr embarked on staff housing project in Abuja, the Federal Capital, where
the first phasc of thc project , 60 flais (of 3 bedrooms each) and other convenicnccs is

estimated to gulp the sum of N564.2 million (se¢ NITEL Journal of June 1998).



Indeed NITEL’s cffort to have survived this far on internally generated revenue
alone is quitc commendable, as it has actually challenged the widcly held opinion that
public parastatals arc the conduit pipes where the government treasury is constantly being
syphoned . This has cstablishc(i NITEL as a company that is financially self sufficicnt to
expand and modcernisc its network and facilitics o be able to carry whatever  traffic is
generated in the industry (i.c from both NITEL ‘s nctwork and the network of the private
Operators ).

Alas, this financial self sufficicacy is, however, not to last beecause of the new
cconomic policy measurc  adopted by the military administration  led by Genceral
Abdulsalam. The Federal Government in that policy which recently lifted the five year
old cmbargo placed on external loans in the 1999 national budget. This singular act of
lifting the embargo may drive NITEL to go for cxternal loans to enable it complete some
of its abandoned projects and pursue agpressive reflurbishment of its obsolete equipment
as claimed NITEL Chief Exccutive. (See Vanguard Jan 13, 1999 p. 13).

The embargo which came into effect in 1994 was placed on extcrnal borrowing
particulaﬂy with respect to concessionary and project tied loans and credits. Thus the
embargo automalically incapacitaled NITEL to sought and negotiatc for external loans,
henee its reliance on internally generated revenue to expand and modernise its network.
This cqually explains why a number of projects werc frustrated and abounded because
the external multilateral loans like .

- The $225 million World Bank loan for the expansion and modernisation of

Logos network , and '

- The 3171 million Japanese Overseas Development Fund (OECF) for the

expansion and digitalization of Eastern Network were all cancelled (see
vanguard Wed Jan 13 1999}
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Wilh these projects at the back drop and the lifting of this embargo, NITEL, is
widely expected shall sought for and approach a number of multilateral financial agencics
and telecommunicalion services providers for Iﬁnancing, thus, bringing to an end rcliance
on intcrnally generated fund only.

42 ANALYSIS OF NITEL’S EFFORT TO RAISE FUND THROUGH THF.

NIGERIAN CAPITAL MARKET.

Research findings revealed that the raising of fund through the Nigerian capital
market as appropriately referred (o “CAPITAL MARKET FINANCING (CMF) is

only applicable to privatised corporations. This was rcalised in an interview with the

~manager in New- Devco Limited onc of the capital market operators/brokers. To this end,

NITEL is yct to be privatised as clearly depicted in table 4 below.

QUESTION 1: HAS NITEL ACTUALLY BEEN PRIVATISED _AS

CONTINUALLY STATED IN SOME OF THE

PRECEEDING NATIONAL BUDGETS?

TABLE 4
RESPONSE NUMBER OF RESPONDENTS PERCENTAGE
YES ; ) ;

NO : 48 '. 100
TOTAL | 48 100

SOURCES: Rescarch Questionnaire , 1998
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As shown on lable 4 above , the entire 48 respondents representing 100 percent of
the sample population unanimousty answered N9 o question 1 ablovc which is the first in
the questionnaire. This revealed that contrary 1o its continual pronouncement 10 privatise
NITEL, the government has failed o do so.

That although speeches by top government functionaries and NITEL exccutive at
various times in the last few years made the public to believe that NITEL is to be
privatised, this is yet to implemented owing largely to some things which have to be put
in place. Tor inslance General Abdulsalm in his State of the Nation address last year
reiterated  government inlention  to privatisc NITEL when he stated that” ............
Accordingly government will explore the possibility of handing over the management,
control and dispose of 40 percent of ownership of NEPA, NITEL, NAFCON, Fedcral
Superphosphate  Fertilizer Company and the Refineries to qualified tcchnical and
financial partners”( sce Thisday, August 30 1998 p. 5).

It is in line with similar pronouncement that in TFcbruary 1998, the then
Communication Minister set-up a commilice to workout modalities for the privatisation
of NITEL, while its accounts was to be audited in readiness for the exercise. (See Daily
Tincs Wednesday Feb 18 1998 p. 3)

" Towards the last quarter of 1998 the Federal Government through BPE advertised
for the privatisation of its public enterprises where the government would sell off 40
percent shares of each of the enterprises slated for privatisation to qualified technical and
financial partner, 20 percent will be sold to the gencral public at a later date, while it

intends to retain the remaining 40 pereent.
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International Finance Corporation (IFC), the commercial arm of the World Bank
approved by the Federal Governmient to serve as technical advisers to the Bureau for
Public Enterprises on the 37 public enterprises slated for privatisation.

In particular Solomon Smith, Barney and Citibank were considered and given
approval to work on NITEL. (See Thisday, Feb. 22, 1999, ppl & 2)

The technical advisers in the first phase are to undertake the necessary studies that
would determine the financial, operational and marketing performance and viability of
NITEL. They are expected to also develop indicative structure valuations, and options for
the sale of the affected assets.

The sccond phase of the programine which comunenced in October 1998 saw
about five enterprises , NITEL. inclusive being advertised in major local newspapers and
on the internet. The technical advisers in this exercise were expected to complete
documentation on assets to be  sold to potential bidders and prepare marketing plan
relating the sale of NITEL .

Lastly the final phase is for the technical and financial advisers to assist the
burcau in refining and modifying the investor profile and terms and conditions of the sale
contract within the shortest time possible (e before May 29, 1999) without sacrificing
the integrity and thoroughness of the process.

Conclusively one can observe that the earlier reluctance on the part of government
to privatise as well as its indecisiveness on the faith of these public enterprises can at
best be described as “a cog in the wheel of progress™. It has only succeeded these public
enterpridses to settle down as viable commercialised enterprises and thus deny them the

- chance to learn fully the skill and strategies for survival In a competitive
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private/commercial  world. Moreso, it had denied them the so contemplated option of
privatisation which could have afforded them the opportunity to enjoy CMF not to
mention the various financing options available.

4.3  TESTING OF THE FIRST HYPOTHESIS

Based on the presentation and analysis of data in 4.1 above, our hypothesis that
“public corporations have been able to survive, carry out their operations and provide
services fto the public without resorting to government grants or subventions” is
VALID and hereby ACCEPTED.

4.4 TESTING OF THE SECOND HYPOTHESIS

Based on the presentation and analysis of data in 4.2 above, our hypothesis that
“NITEL has been able to obtain finance through the Nigerian capital markets as

contained in commercialization policy” is INVALID and hereby REJECTED,
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATION

5.1 SUMMARY OF FINDINGS

This rescarch was undertaken to evaluate some of the basic objectives underlining
the policy of commercialization and privatization of public cnterprises. In particular the
rescarcher attempted an indept analysis on NITEL, onc of the fully commercialised

public enterprises to delermine:

“a Iis ability to survive on internally gencrated revenue withont recourse fo
_ suhventions and grants from government
b Its ability to raise fund independently, from the Nigerian capitul muarket without

government guaranice

as werc both contained in the commercialisation policy.

To eflectively carry out this study noi only were interviews and qﬁéstionnaircs
designed and administered , but d(l(:l.llll;cnls, Journals, magazines and newspapers  were
also consulted thus building a broad data basc for the purpose.

Guided by the above rescarch: instrmﬁcnls, it was discover;:d that NITL:L has
neither approached the government for, nor received grants or subventions for the five
years, This infact is a tremendous achievement which deserves a commendation . “This is
not unconnected (o the substantial increase in its asset base which witnessed an increase
of about 200 pereent between .lhc year 1985 (o date.

it should however be noted that records and information on NITEL’s current
- turnover and thosc of the post- commercialisation era were nol available to the

rescarcher. They were considered highly classified. Nevertheless judging from the
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substantial increase in NITEL's asset base, c%-&ccution of multi-billion naira projects (from
internally generated revenue ) which were well in excess of NI billion and the varicus
staff welfarc package implemented as  well as improvement in service provision, the
researcher deducted that NITE has a positive and tremnedous turnover to its credit,
Morcover, this poirils to the fact that NITE’s turnover has been on the increase since its
full commercialisation in 1992 [cading to its financial self sufficiency .

Furthermore, the rescarch data showed that NITEL has not been able to approach
the capital market for the much nceded CMF required to finance abandoned projects and
pursue agpressive rcfurbishment of obsolete ¢cquipment as well modcernisation of ds
operations/ services. These is largely due to the fact CMF is a facility open to the private
sector, hence applicable 1o only privatised enterprises, which NITEL is not. Although
there had been, hitherto, pronouncement by the Federal Government over the last fow
years (o privatise NITEL alongside other key public enterprises, it was only recently that
the Bureau for Public Enterprises advertised for the sale of NITEL along with four others.
It is therelore expected that NITEL will be privatised within the shortest possible time.

Until this is done , NITEL cannot approach the Nigerian capital market for CMF,

3.2  CONCLUSION

By and large the analysis has shown that NITEL has benefited from the policy of
commercialisation which cntrenched financial self sufficicncy in its operations. As a
result NITEL has been surviving on only mternally genecrated revenue for five good
years. For instance it has been able to mect up with both staff remuncration welfare,
provide and expand its services, cxecuted projects well over N100 billion without

receiving government grants or subvention. It has c¢qually been able  to reactivate its
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revenue generation capability thereby making itself one of the most viable public
~ COECTPIISCS.

Even though it could not approach the capital market for CMEF , it nevertheless
executed muiti- bitlion naira projects which only tells its strength and ability to  survive
and make profits not only in a better ¢nabling environment but also a competitive one
for that matter.

Commercialisation policy was not without its own attendant problems and
conscquences. Its major problem lics in the inability of such commercialiscd enterprisc
to, despitc increase in charges, bills and prices of services/ goods, ensure cffective and
efficicnt provision of its operations and services.

Sccondly, NITEL customers were over burdened with inerease in taniff without
adequately rceiprocating this in terms of providing telecommunication services
effectively and 1o the gencrally of the population, counsidering telephone hine population
ratio.

Thirdly, with the impending privatisation of NITEL and the dercgulation of the
telecommunication sector where private telephone operators have a stake there exist the
pr.oblem of misconception of the role cach party is expected to play. Infact the question
before the government is “should NITEL be the only national carrier or are others
welcome?.”

Finally, with all the efforts the Federal government has made for the privatisation
of NITEL |, the sordid and sorry characier of Nigerian bourgcoisic in  abusing and
flaunting rulc to the detriment of generality of people immediately comes to mind. The
rescarcher cntertains the fear that the 20 percent ownership of NITEL which is to be sold
to the gencral public at a future date stands  the risk of being hijacked by the Nigerian

“moncy bags” and top government officials /politicians who have amassed much wealth.
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Afterall this same class of elite are those who refused or see to it that such  enterprises

failed in achicving their statutory objectives hence ,metamorphose in to their present

predicament.

3.3

RECOMMENDATION

5.3.2

5.3.3

534

Based on our finding the following  recommendations are hereby made:

First NITEL should put all hands on deck to ensure that the general public is not
only linked to the world but also enjoys such telecommunication facility at a
minimum cost and convenience. This can be achieved through meeting up with
the minimum standard of telephone 1o population ratio.

Secondly, the Federal Government should clearly define the expected roles each
party (NITEL & PTO) should play in the development of telecommunication
industry

Thirdly, it is strongly advised that such public enterprises be left fully
commercialised and not privatised. This is because the enterprises seem to be
picking —up and doing well and only require capable hands and committed
management team, considering their present performance as commercialised
enterprises.

Conclusively, if however the Federal Government decided to privatise these
public enterprises, they should spell out in clear terms the way and manner the 20
percent ownership of NITEL (which has been reserved for the general public) will
be sold to them. This is to avoid money bags and top government functionarics/

politicians from hijacking the process at the expense of the general public
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Questionnaire
(PLEASE KINDLY TICK — or COMMENT AS APPROPRIATE)
.~ Has NITEL actually been privatized as continually stated in some of the
proceeding of the National budget? Yes ] No =3
< If the answer to the above is YES, for how long has it been privatized.
3 Has NITEL witnessed any appreciable increase in its revenue generation?
Yes (3 No [
4. What is the current revenue bracket of NITEL?
5. If “YES” will you attribute this change in revenue to the Prwatlsatmn of
NITEL? YES NO
6. Has the Federal Government Contributed to this change in revenue either in
the form of grants or subvententions?: Yes C— No T
7. What are the various sources of raising finance available to NITEL?
i)
i)
i)
iv)
8. Has NITEL ever approached the Nigerian Capital Market for raising finance?
Yes. T3 Nee ——

9.

Which of the following financing options available did NITEL apply for?

Would you say that NITEL has been

a) surviving on government grants and subventions only e—
b) Surviving on capital market finance only )
c) Surviving on internally generated revenue only e
d) Surviving an “a” and *¢” above enly —
e) Surviving on “b” and “c™ above only

f) Surviving on *a”, *b” and “¢" above only e |

Bricfly comment on the privatisation of NITEL

Thank you for your cooperation,



