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ABSTRACT

vorts. The data has
M) model 45 percent

of privatized comp

Nigeria as a developing country witnessed the growing involvement of state in economic
activities. The expansion of state owned enterprises (SOES) into diverse economic activities was
viewed as an important strategy for fostering rapid economic growth and development. Nigeria’s
public enterprise sector is one of the largest in sub-Saharan Africa in terms of scale and scope as
reflected in the absolute numbers of enterprises. These covered industries (manufacturing,
agriculture, services, public utilities and infrastructure). They also includes: telecommunications,
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power, steel, petrochemicals, fertilizer, vehicle assembly, banks, insurance and hotels etc,
Jerome, (2008). Shares of employment, value added and gross fixed capital formation of public
enterprises generally exceeded those of other African countries. The estimated 1,500 enterprises
accounted for about 57% of aggregate fixed capital investment and about 66% of formal sector
employment by 1997.

2. NIGERIAN PUBLIC ENTERPRISES PERFORMANCE

In the opinion of Jerome, (2008) the persistence failure of Nigeria’s enterprises has been
extraordinary. He further argued that the enterprises consumed, massive idies but deliver

Many studies and reports such as
documented the reasons for the poor@@erformance of pubN
presence of multiple objectives anti i

There is also weak capacity to implement
#). This made Nigeria under-achieved its growth

these enterprises, a t the background of severe macroeconomic imbalance and public sector
crisis, precipitated’ the concern of government towards privatization. The privatization
programme was subsequently adopted as part of the structural adjustment programme in this
country.

The programme is expected to:
* Restructure and rationalize the public sector in order to lessen the preponderance of
unproductive investments;
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* Reorient the enterprises towards performance improvement and overall efficiency;

* Ensure positive returns on investments in commercialized public enterprises;

* Check absolute dependence of commercially-oriented parastatals on the treasury and encourage
their patronage of the capital market.

3. METHODOLOGY

This paper used secondary data because focuses on the performance ofgprivatize enterprises it
therefore requires two set of data pre- and post-privatization data. f 35 companies are

through public offer of shares because only SOEs that are
financial and accounting data that is directly comparab

privatization. Thereafter mean value of each v
excluded from the mean calculation since it is p

Mean comparison method of analysis
measures differences between pop

most appropriate one.
method is used fqp
¢ are measurement firm performance for pre-
periods of sampled group of firm, respectively. The means
d group for pre-privatization and post-privatization periods

ectively. A higher mean in the succeeding era suggests
nce of the sampled groups. Throughout the mean comparison
pendent random samples are selected from one population, the

= Xg =X, is continuous, and the n differences are a random

In the opinion of Corder and Dele (2009), two dependent samples mean is used to determine if
the difference between the sampled groups is statistically significant. For examining the
differences mean performance of grouped firms for pre- and post- privatization periods, Ho:

He —Ha =0 against Hi®#e —#a#0 zre used. The t—test is used to test the hypotheses. In
common with other statistical test, the two sample t — test requires that the data have an
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approximately normal distribution and the standard deviations from the two samples are
approximately equal.

4. THE RESULTS

GPM indicates the amount of profit from the sale of goods produced. In the opinion of Kihn
(1993), it shows profit relative to sales after production cost, also it indicates relationship
between production and selling price. A higher GPM is a sign of good agement and indicate
the company is doing well. The results of the previous studies such (1986), Magginson
et al. (1994), Boubakari and Cosset (1998) and D’Souza and Magginso 9), privatization
leads to higher GPM. This research use GPM to measure effect of |

performance of privatized SOEs. Therefore, based on prew

has positive effects on the performance of the growth

privatization.
ove the overall
average.

Table 1 presents the empirical results and after privatization.
Table 6.3: Mean Comparison Res

Subsector Name of Firm Mean

A Before After Difference

Oil Conoil 0.08 0.04 -0.05
Forte Qil 0.56 0.07 -0.50
MRS 0.02 0.02 0.00
Mobil Qil 0.07 0.07 0.00
Okomu Oil 0.50 0.24 -0.26
Oando Qil 0.52 1.08 0.56
Total Qil 0.08 0.76 0.68

Manufacturing Naitonal Salt Company 0.79 0.71 -0.08
Ashaka Cement 0.42 0.18 -0.24
Benue Cement 0.77 0.32 -0.45
CCNN Plc 0.08 0.11 0.02
WAP Nig Plc 1.00 0.27 -0.74

Insurance AIlICO Plc 0.33 1.08 0.75
Continental Reinsurance 0.20 0.15 -0.05
Conterstone Plc 0.17 0.13 -0.03
Cosolidate Insurance 0.15 0.12 -0.02
Crusader Nig. Plc 1.00 1.13 0.13
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Int. Energy Insurance 0.25 0.05
Equity Insurance 0.13 0.01
Guinea Insurance 0.25 -0.09
Lasaco Assuarance 0.23 -0.85
Law Union Insurance 0.08 -0.15
Linkage Insurance 0.12 -0.02
Niger Insurance 0.22 0.00
Oasis Insurance 0.47 0.13
Prestige Insurance 0.26 0.09
Regency Insurance 0.11 0.01
Royal Exchange Insurance 0.61 0.15
Standard Insurance 1.29 0.36
Unic Insurance 0.43 -0.01
Unity Insurance 0.20 0.08

Universal Insurance 0.83 -2.34 ¥
Banking First Bank Plc 0.23 -0.12

UBA Plc 0.20 -0.05

Union Bank Plc 0.31 -0.41

Overall Average OYO.lo
Plc is public liability company.

The result of the sampled SOEg.n the oil marketing sectOfishowed that, five companies had their
ivatizati il Company recorded the highest

In manufacturing sy#Sector, Only CCNN plc recorded positive mean difference. The company
has 0.08 mean before privatization, the mean increased to 0.11 after privatization. The sector
show a very weak mean difference results after privatization. This may not unconnected to the
withdrawal of subsidies and other benefits by government as a results of privatization. The weak
mean difference improvement, although is not expected but is in line with the finding of Hakro
and Akram (2009). The result of their study revealed that cement and chemical fertilizer
companies experienced negative mean change after privatization.
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The insurance service subsector has the highest number of sampled privatized SOEs. Half of the
companies in the sector recorded mean difference increase after privatization and the
performances of five are above the average. AIICO insurance company plc recorded the highest
GPM mean change. It had 0.33 mean before privatization, the figure improved to 1.08 after
privatization. The mean difference performance of the company is above the average. The
standard insurance company plc is next to AIICO in term of mean difference improvement. The
company has 0.93 mean before privatization, the mean increased to 1.29 after privatization.
Therefore, the 0.36 mean difference recorded is above the calculated ay#age. The results of the
insurance companies are in line with the findings of Boubakri and

reported mean improvement in their sampled SOEs.

and it dropped down to 0.23 after privatization.

statistically significant at 10 percent. From the res

improved mean of the banks. The unfavorable GP
mpetition in the sector.
r the negative results in

ross the sectors and companies after

represents 54 percent and is not

alysis of the GPM model, 46 percent of
ence after privatization.

differences among the sectors. The insurance sector which is less
protected by gove erformed better than the rest of the sectors.
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