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ABSTRACT 

The study evaluated the effects of Privatisation on the Nigerian economy, a 

case of telecommunication sector. The study uses a comprehensive national 

level data set in Nigeria for a sample period of 31 years (1981-12011), the 

period was divided into 12 years before privatisation and 19 years after 

privatisation. Data on economic indicator variable gross domestic product 

(GDP) and privatisation variables such as telecommunication contribution to 

GDP, telephone line subscriptions, telephone line subscription per 100 people, 

private investment, mobile cellular subscriptions and mobile subscriptions 

per 100 people were obtained from the World Bank Development Indicators 

Database and Central Bank of Nigeria Statistical Bulletin. The data were 

analysed using Karl Pearson Product moment correlation coefficient and 

ordinary least square (OLS) multiple regression methods. The causal 

relationship between the gross domestic product (dependent) variable and 

the privatisation variables (independent) were tested using time series data. 

The result suggests that the economic variables that are influenced by the 

privatisation have a strong positive influence on the gross domestic product. 

Based on the findings it was recommended among others that Political issues 

should be addressed swiftly by those concerned as laudable policies driven 

towards effect Privatisation has remained on paper. There are certain factors 

that have impeded the smooth development of the privatisation of the 

Nigerian telecommunication sector, such as irregular power supply, cultural 

barriers, lack of skills and technological know-how, as well as high cost of 

telephone.   
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INTRODUCTION 

In the World-over, Privatisation has turned out to be a main strategy accepted 

to enhance the performance of state-owned enterprises (Joseph 2010). In 

developing countries, privatisation has continued to be seen as the main 

element of economic reforms. Privatisation has spread across various regions 

in the world and has been involved in the utilities sector such as 

telecommunication, energy and water sectors. A significant amount of foreign 

investment resulting from privatisation has become popular in less developed 

economies.  

There are various new forms of regulation which result from policies that 

emphasis on increased private sector involvement in economic activities via 

privatisation. The modern types of rule do not lay more emphasis on just 

controlling the private sector, but focus more on how to balance between 

boosting private sector activities and ensuring that the social interest are 

protected against the likely abuse of private companies exerting market 

power (Cook and Minogue 2002).  

In the sub-Sahara Africa (SSA) the pressure to Privatise did not come from the 

masses. There has been little demand from the society, while the business 

cycles have not been pursuing for the state to retreat, but the initiative has 

come from both the government and the external bodies. Commencing from 

government, since, governments have been the instigators and advocates of 

privatisation. Then from external bodies, since they reacted to initiatives of 

overseas donors and international bodies, which are principally the World 

Bank and the International Monetary Fund (IMF), with little seeming 

enthusiasm (Cook, P. and Kirkpatrick 1995) 

State owned Enterprises privatisation has been identified as a major element 

of the structural reform process and globalisation plan in numerous countries 

(Jerome 2008). Many less developed and transition countries have embarked 

on widespread privatisation plans for the past fifteen years, which serves as a 

process of promoting economic growth, achieving macroeconomic stability as 

well as decreasing state-owned enterprises borrowing obligations which 

result from corruption, subsidies and subventions to loss-making public 

enterprises. Up to the end of the year 1996, most of the countries in Africa had 
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divested several state-owned enterprises within the framework of 

macroeconomics reform and liberalisation (White and Bhatia 1989). 

 Also, following the global trend, empirical work on privatisation has risen, 

though with a microeconomics orientation which highlights efficiency gains 

(La Porta and Lopez-de-Silanes, 1979; D’Souza and Megginson, 1990; 

Boubakri and Cosset, 1998; Dewenter and Malatesta, 2001). However, in spite 

of the increase in research on privatisation and its effect on economic growth 

in both developed and developing economics, not much has been recorded on 

how it has affected the Nigeria telecommunication sector. Therefore, this 

research will examine the effect of privatisation on the Nigerian economy with 

particular reference to telecommunication sector. 

 

RESEARCH QUESTION 

How has Privatisation in telecommunication industry affected / influenced 

the Nigerian economy?  

 

RESEACH OBJECTIVE 

1. To critically analyse Nigerian telecommunication industry before and 

after   privatization 

2. To critically evaluate the impact of telecommunication on the Nigerian 

economy 

3. To make policy recommendations about the regulation of the 

telecommunication industry that will benefit the Nigerian economy 

 

LITERATURE REVIEW 

ECONOMIC MODELS FOR NATIONALISED INDUSTRIES 

Nationalisation is the taking over ownership from the private sector by the 

public sector, which is an institutional change with the economy of the first 

order. This reassigning of ownership from private to public gives the 

government the privilege of making unrestricted decisions in the 

corporation’s domain on every matter which has not been overtly resolved by 

contracts (Du Plessis, 2010).  

Veljanovski (1987) suggests that nationalisation cannot be equated to state 

ownership since state owned enterprises are manage directly by any current 

government. However, there are different forms nationalised industries can 

take, For example in Britain, the concept behind nationalisation was to ensure 
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that the nationalised industries were distant from the government and also 

not manage by government officials. Instead they were operated by a class of 

qualified administrators / managers.  

The main motive for nationalisation besides the ideological commitment to 

state ownership of means of production was to enable the state control these 

nationalised industries as a means to achieve nationwide economic planning 

and reconstruction after the period of war. In addition, the state can decide 

whether or not to reimburse the privately owned business. 

All over the globe, the performance of businesses in industries such as 

telecommunication, gas, electricity as well as water is usually compelled by 

what, comparative to most other segments of the economy, can honestly be 

regarded as subjected to a high level of political domination. It has been found 

to be true irrespective of the nature of the firms’ ownership, whether in the 

private or the public sector. Public ownership and private ownership that are 

regulated can be seen as another process of pursuing series of public policy 

objectives which, seem to display less global dissimilarity than the tool 

adopted for their achievement (Helm and Yarrow 1988). The Utility 

industries Electricity, gas, post and telecommunication, according to Helm 

and Yarrow (1988) provides important infrastructure goods and services 

throughout the world, have been, and will remain under high degree of 

political control. Commonly, these industries government (state or 

municipalities) and where is not so, it is under a cordless of regulatory 

measures. 

The process of reviving market economy for the past five years, policy makers 

(economic) and economist have come to acknowledge the benefits of allowing 

markets to function instead of trying the central, indicative and other kinds of 

‘Planning’ that have been in vogue in the first part of post war era (Robinson 

(2000). 

 

REASON FOR NATIONALISATION 

This section will describe how several countries conducted nationalisation. 

Monsen and Walter (1982) claims that there are one or two key reasons why 

most countries carry out nationalisation. First ideological, which like the 

redistribution of income as well as wealth in order to minimise the power of 

the capitalist as goals of socialism.  
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The second reason is political, this happens when politician move to maximise 

vote in order to gain or maintain political position. To them it may be 

politically beneficial to evade layoff wherever nationalisation or the 

subsidisation of companies might be thought inexpensive to the country in 

short term if not on the long term. Consequently, in the United States of 

America under conservative administration, the drive to carry out 

nationalisation for ideological reason might not be there, but for practical 

political motives nationalisation my happen. In such situation above, the 

reasons for nationalisation is not socialism, nevertheless, democracy and the 

need to win election (Monsen and Walter 1982). 

In Britain, most of the nationalisation happened after Second World War 

when the labour party was elected into power. Most sectors such as Coal 

mines, steel mills, and automobile factories, production of airplane, 

shipbuilding, electricity generation, and oil have all come under public 

ownership. This nationalisation in Great Britain is more of ideological 

(Monsen and Walter 1982).  

In France also, it was driven by the socialist ideology. In 1981 the coming to 

power of socialist president (Francois Mitterrand) and also a socialist 

National Assembly kind of reversed the ideological trend. Though in reality it 

could be referred as less of reversal than the oratory proclaims. Together 

President Valery Giscard d’Estaing and Raymond Barre Prime Minister 

Upheld a sturdy interest in an ideological objective of a dynamic privately 

owned economy, and both try as much to maintain French’s economic 

advancement even in the face of “oil shocks” of the 1970s. In spite of that, they 

were still compared to nationalise ample of the steel sector as well as to make 

move to sustain, instead of roll back, the previously large public owned 

sectors. Regardless Market economy rhetoric, reversal of state ownership did 

not happened in the administration of Giscard’s government. 

State ownership in French increased instead of decreased. Under the socialist 

government, the rate of nationalisation increased (Monsen and Walter 1982). 

In Italy, the Picture was different. The public-owned enterprises present a 

different picture when compared to that of the Great Britain and the France. 

The nationalised firm in one sense, were more of political than nearly all other 

economies. Enrico Mattei, became one of the foremost political power in 

sprouting the petroleum giant ENI in Italy. Enrico Mattei is a very good 

example of how a head of public owned enterprises can develop his power by 
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way of bribing law makers (legislators) as well as anybody else vital to 

accomplish his desired expansion, development and power of “his” public-

owned firms. In reality the President Mattei run the government to work for 

his favour rather than vice versa. However as a public enterprise ENI 

apparently was answerable to the Italian, but Mattei got power that is above 

the senate and before his death among the most powerful men in Italy and 

Europe.  

The public enterprises from their start been intimately linked with politics. 

Most of the management positions are given to politicians retiring from 

elected position. This has affected the morale of top management and the 

efficiency of enterprises as it has been affected as a result of the practices. 

Certainly, those occupy top management position in Italian public owned 

establishments often has little or no business know-how. The government of 

Italy is well known for using public enterprises for politics.  

In summary, nationalisation is quite different from state ownership, which is 

managing state enterprises. Most countries carry out nationalisation for 

different reasons which could be ideological in case of fulfilling socialist 

objectives and for political reasons in order to win an election or to take 

political power. In both Britain and France most industries were nationalised 

for ideological reasons, but in Italy the case was different. It was carried out 

to achieve certain political objectives. 

ECONOMIC SYSTEM 

Countries own and manage their available resources in different ways. The 

methods and ways in which these resources owned are managed; as regards 

to taking decisions or actions on what to produce, how to produce and for 

whom to produce is known as the Economic system. This actions or decisions 

could either be in the hands of the government (Planned economy), individual 

(Free market economy) or both the government and the individual (Mixed 

economy). 

 

PRIVATISATION THEORY AND APPLICATION 

 Privatisation is the transfer of state own asset to private sector, the process 

whereby government transfer the management or running of state own asset 

or organisations to the private sector. 

Odeh (2011) posit that the privatisation school of thought is centred on neo-

liberal which is founded on principle of contest and profit motive based on 
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capitalism. In this theory, privatization can lead to effectiveness, productivity 

and cost effective service which are merit of market system and competition. 

Dimgba (2011) define privatisation as the handover of ownership and 

management of state establishment from public to private investors, 

according to him, privatisation conform to the principles of liberalisation. 

Ugoji cited in Odeh (2011) suggest that privatisation is an approach for 

cutting the size of government and hand over assets from government to 

private sector. 

 Also Alabi, Onimisi and Christian (2010) Suggest that Privatisation could be 

seen as the implementation of the philosophies and methods of private sector 

organisation administration in ownership and running structure of state 

establishment. They further outline the structure of privatisation which are as 

follows: 

-Denationalising the management of government activities by contract, let out 

and concessions. 

-By allowing private sectors to carrying out those activities that were done by 

the government before and through contracts. 

- Permitting individuals and businesses to compete in those areas that were 

absolute dominated by government establishment. 

-Encouraging competition by breaking up monopoly and 

-hand over of government department organisation and body to the 

individual and private organisations. 

 Yaqub and Faisal (2011), and Schoenberg (2006) Agree that privatisation is 

the method of moving assets from government ownership  to private sector 

or the transfer of establishment of a service or action from public sector to 

individual or business enterprise. 

 Privatization means permanent handover of management, which result from 

handover of title right, from the government to private ownership. It also 

involves a transfer of delivery of good or service from government to 

individual ownership, with the authority holding the basic task of making the 

service available. It is still likely to see privatisation occurring exclusive of 

ownership transfer of public assets (Jerome 2008).    

 
PRIVATISATION OF TELECOMMUNICATION 

According to Wojuade (2005) one of the greatest developments in 

telecommunication is wireless telephone method, the wireless telephone 

method cames in the form of fixed wireless or Global system for mobile 
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communication (GSM). The role telecommunication has played in Nigeria 

cannot be over emphasis, it has led to an improve communication and also 

generate investment. Manuaka (2008) and Okereocha (2008) discovered that 

liberalization in telecommunication which leads to more investment in the 

sector has resulted to employment of more than 1million Nigerians directly 

or indirectly. Soyinka (2008) found that the introduction of mobile phone 

which was also a product of privatisation in telecommunication has led to 

poverty reduction as it has enable most less privileged an opportunity to be 

engaged in income generated activity.  

Also Adebayo (2008) suggest that the coming of mobile telecommunication 

has a possible way of lowering business operation cost and step up output. 

Soyinka (2008) and Ndukwe (2008) both agreed that the investment in global 

system for mobile (GSM) like printing of recharge card has contributed to the 

economy.  

Okereocha (2008) supported Soyinka and Ndukwe, to him the industry has 

turn out to be an important instrument for empowering Nigerians and that 

there is hope for the future as a result of the high volume of investment being 

attracted to the telecommunication industry. Awoleye et al, (2012) found that 

investment in telecommunication which resulted from privatisation in 

Nigeria has an impact on the performance of the economy, the investment in 

this sector have the potential to increase growth.  

Different studies carried out show a positive relationship between 

telecommunication and economic growth. Jorgenson (2001) observed that 

the investment in information technology in United States added up to more 

than one-half to the growth of United States economic development. Oulton 

(2001) found that investment in information technology in United Kingdom 

at the beginning and towards the end of 1990 contributed 0.63 per cent and 

0.57 per cent respectively to GDP growth. Beligium, Kegels, Overbeke and 

Zandweghe (2002) discovered that the build-up of information 

communication technology imparted significantly on output development 

and average growth of labour productivity.  

 
THE MODEL USED IN THE PRIVATISATION OF UK TELECOM 

Privatisation also known as denationalisation has assumed radically different 

forms in different economies in the world. Many governments have taken the 

option of the sales of state owned enterprises (SOE) shares to the general 

public, whereas others have sold the state owned enterprises (SOE) asset or 
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share largely to lone buyers, and also a great number have resorted to the 

option of both general public and single buyers. The public share offering is 

commonly used in the developed economies due to the presence of a well-

developed equity market (Vuylsteke 1988). 

 In 1912, the Britain telephone service was nationalised and this brought it 

under the control of post office. Before 1969, it was run as government 

department under Postmaster General and in October 1969, the Post Office 

was made public corporation headed by a chairman reporting to secretary of 

state for industry. The victory of the conservative party in 1979 general 

election with Margaret Thatcher as prime minister came with strong 

commitment to reduce waste as well as bureaucracy so as to boost efficiency. 

In July 1981, the British telecommunication Acts of 1981 received the Royal 

ascent and this legislation was the beginning of the process of 

denationalisation of the British telecommunication sector. In 1981 

telecommunication act, the activity of telecommunication was separated from 

the post office and a public corporation was formed. The 1981 act also allowed 

the government to issue license to rivals that can connect to already existing 

network. 

In privatising the British telecommunication, the government approved a 

massive marketing campaign; this was done in order to create awareness, 

inform and creating interest in the sale of shares in British telecommunication 

sector. This was in line with the government policy to create widespread share 

ownership.  

Marsh (1991) claims that the themes widespread ownership of shares 

generally as well as boosted employee specifically ownership of shares, 

became very significant ones for the government of conservatives even as 

denationalisation continued. The statement of John Moore in July 1984 

confirms the logic of the part of government strategy, which according to 

Marsh only omitted the administration’s assessment and electoral advantages 

resulting from the changes.  

With this method, there was strong evidence that the amount of people who 

owned share have evidently grown since the year 1979. Evidence from survey 

carried out (in the Stock Exchange-Treasury 1988) imply that approximately 

9.4 million people, 23 % of adult age of the population can now boast of having 

a share, contrasted with 1983 figure of about 2 million which was 5 per cent 

of the adult population, prior to the large market floatation. The British 
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Telecom and British gas floatation were of specific important: each produced 

global record of having been world‘s largest share-holder register when sold 

(Bishop and Kay 1988) 

In Britain, the privatisation of the telecommunication, can be seen to be 

typified by the sale of a good number of the shares of the previous state 

organisation to the private sector, which signify a new definition of the 

portfolio of the privatised organisation via splitting its regulatory from the 

operational functions as well as exposing its operational doings to an open 

rivalry regime. 

 
THE MODEL USED IN THE PRIVATISATION OF FRANCE TELECOM 

In France, privatisation was influenced considerably by the British experience 

which happens just some years following French nationalisation. Since then 

the French has been following, at first from 1986 to 1988, and then from 1993, 

which saw the overall effort in the direction of achieving total or in few 

instances partial, denationalisation of big government enterprises, together in 

industrial and service sectors in the economy. The two periods was when in 

the parliament there was a new political group as the majority (the rightist) 

and with a leftist presidency (Parker 1998). 

Clifton, Comin, and Fuentes (2006) agreed that the privatisation programme 

in France between 1986 and 1988 is seen as a reaction to the nationalisation 

programme carried out by the previous socialist government, and also France 

privatisation became very important in the period of 1990 in line with other 

Europe countries.    

Maclean (2008) suggest that in France, Privatisation can be described as a 

process of letting go of corporate establishments from state ownership which 

could be progressive, in phases, or at once (single move). According to him, 

Vicker and Wright (1988) observed the privatisation as an umbrella word 

used to describe various dissimilar policies loosely connected by the way that 

they are used to refer to a reinforcing of the market at the expense of the 

government. The privatisation as an objective, stood as a glaring dissimilarity 

to the long-time habit of government interference in the economy (Maclean 

2008).  

 The aimed of the government is not just to render null and void the 

nationalisation which was carried out by the previous socialist government, 

however most significantly to institute fresh policies on the economy on two 

counts. The first is to broaden involvement in economic life by means of 
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transforming French public into a state of stockholders that will be valued by 

de Gaulle; and also to change underdeveloped Paris Bourse into the vigorous 

centre French business (Bauer 1988). 

In France telecommunication privatisation, unlike the case of British 

privatisation, the government sold a minority stake to the private 

shareholders. Despite the fact that the organisation function more at arm’s 

length from the government, the state however have complete control of the 

corporation (Hulsink 1999). 

 
NIGERIAN MODEL OF TELECOM PRIVATISATION 

In Sub-Sahara Africa, the Nigerian’s public corporations could perhaps be the 

biggest both in terms of total figures of corporations as well as the impact on 

gross domestic product (GDP) (Lewis 1994). From the time of colonial period, 

state enterprises have undertaken progressively varied and tactical   

developmental positions in the economy of Nigeria. This was highlighted in 

the period of oil boom of between 1970s and 1980s, once the army rule 

resolved to take control of the commanding heights of the economy. This 

covered the following various sectors, manufacturing, banking and finance, 

services, and state utilities like telecommunication, power and water (Jerome 

and Ariyo 2004) 

From a survey carried out it show that in 1987, about 1500 state owned 

enterprises (SOEs) comprises of 600 at the central level and around 900 

smaller SOEs at the state level. State owned enterprises accounted for around 

thirty to forty per cent of total fixed capital investment as well as 50 to 60 per 

cent of real sector employment. By estimate, the consecutive government of 

Nigeria spent around 800 billion of naira which is equivalent of 90 billion US 

dollars on state owned enterprises over twenty years (Obadan and Jerome 

2004). The amounts were comprised of loan (equity), financial backing from 

the treasury and loan settlement guarantees. Between 1980 and 1987 the 

amount yielded by these investments was only $1.5 billion as dividend and 

loan repayment (FGN 1986:24). 

In view of insistence failure, these public enterprises called for unceasing 

enormous subsidies, nevertheless deliver merely erratic and second-rate 

service. Approximately 40% of non-salary recurrent spending and thirty per 

cent of capital spending was used yearly on the public enterprises. The net 

expenditures from the state to government enterprises was approximated at 

2billion US dollars per annul (Callaghy and Wilson, 1988). The entry of 
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potentially more capable private operatives has been hindered by the 

existence of unprofitable public enterprises (Ariyo and Jerome 2004)  

During the period of economic recession that started in 1981 after the fall of 

oil prices, the actions of state owned enterprises (SOEs) drew further 

attention and suffered closer examination, ample of it concentrating on the 

poor performance and the drain finance. The above condition precipitated the 

mood of the Nigerian government towards a nation-wide privatisation 

program, which started with implementation in 1988. The then military 

government headed by Ibrahim Gbadamosi Babangida afterward proclaimed 

decree “no. 25” on privatisation and commercialisation in 07/1988 which was 

to give legal support and officially originated privatisation and 

commercialisation program in the country (Ariyo and Jerome 2004). 

 
METHODOLOGY  

The methodology of this research relies on two main approaches. The first 

approach is further divided into two subsections, Karl Pearson Product 

Moment Correlation Coefficient method and T Statistics method.  

In the first subsection, Karl Pearson Product moment correlation coefficient 

will be used to analyse the result. Joseph (2010) adopted the Karl Pearson 

product moment correlation coefficient in his earlier studies to examine the 

strong reason for privatisation as a way of getting Nigeria on the correct lane 

to sustainable economic growth. Below is the formula of the Pearson Moment 

Correlation  

r   =   ∑(x-x̅) (Y- Y
_

 )      

          ∑(x- x̅) 2 ∑(Y- Y
_

 ) 2  (Joseph 2010) 

In this section, two sets of question will be employed; one question refers to 

independent variable X and the second question to dependent variable Y. The 

two questions (for X and Y) will lead to answering the question of how 

privatisation of state enterprises will be able to bring about positive impact in 

promoting economic growth. The result is expected to show a significant 

relationship (correlation) between the independent X variable and the 

dependent Y variable.  

The second method will involve using the T statistics in testing the 

significance of correlation that is to determine whether privatisation has any 

significance impact on economic growth. The following is the T test formula.  
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T= r   n-2 

         1-r²   

Finally, the second approach of this methodology will involve the use of 

ordinary least square (OLS) multiple regression analysis. The aim of this 

model is to identify as well as to test the significance of the parameter in the 

model. The objective can be accomplished by means of ordinary least square 

technique that produces balanced, reliable, as well as well-organized 

estimates. Such outcome lends itself to simple as well as obvious 

interpretation. Gold, Saibu and Yusuf (2012) adopted this model in their 

previous research study to determine the impact of Mobile 

telecommunication on household income capacity and business expansion in 

western region of Nigeria. 

 
MODEL SPECIFICATION 

In this study, the modified Keller model (2001) will be adopted. Below is the 

generalised form of the model adopted.   

 Y= b0 + b1X1+b2X2...+ bkXk + e          (Joseph 2010)  

Where, Y represents the dependent variable, x1, x2......xk represent the 

independent variables, while b0, b1.....bk are the coefficients and e represents 

the error term. The e (error) stochastic, accommodate every other factors that 

is not accounted for by means of the independent variables. 

The following is the regression model for the study 

GDPj = α0j + α1j TELCONTRj + α2 j PINVESTj  +  α3jTELPLINEj+ α4j TELP/100j +α5 

MOBSUBj + α6j MOBSUB/100j + ej 

α1j α2j α3j α4j α5j α6j >0 

Where, 
TGDP = Total Gross Domestic product 
TELCONTR GDP= Telecommunication contribution to GDP 
PINVEST = Private investment in Telecom 
TELPLIN = Telephone line subscriptions 
TELP/100= Telephone line subscriptions per 100 people 
MOBSUB= Mobile cellular subscriptions 
MOBSUB/100= Mobile cellular subscriptions per 100 people 
 

DATA COLLECTION 

As mentioned above, this research work will rely on secondary technique of 

data collection and this will include data from standard articles as well as 
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concurrent journals from reliable sources such as Central bank of Nigeria 

statistical bulletin, (CBN) International telecommunication union (ITU) 

Nigeria Communication Commission (NCC), World Bank indicator database, 

and federal office of statistics (FOS) 

 

SAMPLE OF THE RESEARCH 

For the purpose of this study, the research sample will cover the period 

between 1980 and 2011 which include 12 years before privatisation and 19 

years after privatisation.  The study will make use of time series data.  

 

HYPOTHESIS TESTING 

Hypothesis 1 

The correlation between privatisation variables and economic growth is 

expected to be strong and positive 

Hypothesis 2 

The privatisation variables are required to be significantly related to the GDP 

growth, which means that a change in privatisation variables is required to 

have an impact on economic growth. 

Hypothesis 3 

The privatisation variables are expected to have joint impact on the economic 

growth 

        h1:  α1 = α2 = α3 = α4= α5= α6=0 

        h2: α1 = α2 = α3 = α4= α5= α6≠0 

 

Research Design 

In this, research study, data spanning over 12 years before and 19 years after 

privatisation in telecommunication industry in Nigeria will be collected. 

Consequently, this study will implement longitudinal research design. 

 
DATA PRESENTATION AND ANALYSIS  

 DATA FEATURES 

This study covers seven macroeconomic variables which comprise of one 

dependent and six independent variables. The dependent variable is the 

country gross domestic product (GDP). The independent variables are 

telecommunication contribution to GDP, Telephone line, Telephone line (per 

100 people), Mobile cellular subscription, Mobile cellular subscriptions (per 

100 people) and Private investment in telecommunication. The 
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telecommunication contributions to GDP measure the total amount of 

contribution to the gross domestic product (GDP) by telecommunication 

sector. Telephoneline are the fixed telephone lines that connect a subscriber’s 

terminal equipment to the public switched telephone. Telephone line per 100 

people measure the fixed telephone line connected to a subscriber’s terminal 

equipment to the public switched telephone per 100 people. Mobile cellular 

subscriptions measure the subscription to public mobile telephone service 

using cellular technology. Mobile cellular subscription per 100 people 

measure the mobile cellular subscription per 100. 

 

STATISTICAL FINDINGS 

In relations to the outcome of the multiple regressions conducted on 

Statistical package for social science (SPSS) package, using TGDP as the 

dependent variable and TELCONTR GDP, TELPLINS, TEL/100, PIVEST, 

MOBSCRIPT and MOBSUBSCRI/100 as independent variables. The tables 

below show the results of the model. 

 

Table 1: Pearson Correlation before Privatisation 

The above table 1 shows the Pearson correlation result between dependent 
variable (GDP) and the various privatisation variables as discussed below: 
The result shows a very high and positive correlation between dependent 
variables GDP and the independent variables telecommunication 
contributions to GDP, telephone lines subscriptions and telephone line per 
100 people. This implies a strong positive relationship between dependent 
variable (GDP) and the independent variables such that a unit change in 
Telecontr GDP, Telplins and Telp/100 result to 0.926, 0.914 and 0.892 
increase in the dependent variable (GDP) respectively.  
Such change indicates that a little improvement in those particular variables 

could also generate significant impact on the Nigerian economic growth as the 

GDP in this case indicate the national output 

 TGDP Telecontr 
GDP 

Telplins Telp 
/100  

PInvest Mobsubsciptn Mobsubscri/100 

TGDP 1.000 .926 .914 .892 . . . 

Telecontr GDP .926 1.000 .936 .908 . . . 

Telplins .914 .936 1.000 .995 . . . 

Telp /100 .892 .908 .995 1.000 . . . 

PInvest . . . . 1.000 . . 

Mobsubsciptn . . . . . 1.000 . 

Mobsubscri/100 . . . . . . 1.000 
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Table 2: Pearson Correlation after Privatisation 

 TGDP Telecontr 
GDP 

Telplins Telp 
/100  

PInvest Mobsubsciptn Mobsubscri/100 

TGDP 1.000 .947 .673 .573 .795 .973 .975 

Telecontr GDP .947 1.000 .703 .608 .771 .963 .970 

Telplins .673 .703 1.000 .991 .912 .585 .618 

Telp /100 .573 .608 .991 1.000 .870 .474 .509 

PInvest .795 .771 .912 .870 1.000 .727 .752 

Mobsubsciptn .973 .963 .585 .474 .727 1.000 .999 

Mobsubscri/100 .975 .970 .618 .509 .752 .999 1.000 

 

From the table 2 above, it is observed that Telecommunication contribution 

to GDP, Mobile cellular subscriptions, and mobile cellular subscriptions per 

100 people all have a very strong positive correlation with the dependent 

variable (GDP) this implies that a change in Telecommunication contribution 

to GDP, mobile cellular subscriptions and mobile cellular subscriptions per 

100 people will result to similar change at the rate of 0.947, 0.973 and 0.975 

which means an increase in dependent variable (GDP) respectively . 

Similarly, telephone line subscriptions, telephone lines subscriptions per 100 

and private investment all have a moderate positive correlation with the 

dependent variable (GDP) such that a unit change in telephone lines 

subscriptions, telephone line subscriptions per 100 people and private 

investment will  lead to 0.673, 0.573 and 0.795 unit increase in the dependent 

variable (GDP) respectively.  

These results suggest that on average those variables had positive significant 

contribution to the Nigerian economy after privatisation, even though some 

of the variables seem to have less impact than other the overall result is 

conclusive.                                                         

 

Table 3: Pearson Correlation 

 TGDP Telecontr 

GDP 

Telplins Telp 

/100  

PInvest Mobsubsciptn Mobsubscri/100 

TGDP 1.000 .948 .781 .694 .853 .965 .969 

Telecontr GDP .948 1.000 .752 .671 .814 .969 .975 

Telplins .781 .752 1.000 .937 .928 .664 .691 

Telp /100 .694 .671 .937 1.000 .879 .579 .606 

PInvest .853 .814 .928 .879 1.000 .777 .798 

Mobsubsciptn .965 .969 .664 .579 .777 .1000 .999 

Mobsubscri/100 .969 .975 .691 .606 .798 .999 1.000 
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The above table show the Pearson correlation for the period of thirty one 

years between 1981 and 2011. From the table above it can be observed that 

telecommunication contribution to GDP, mobile cellular subscriptions and 

mobile cellular subscriptions per 100 people all have a very strong positive 

correlation with the dependent variable GDP. This implies that a change in 

telecommunication contribution to GDP, mobile cellular subscriptions and 

mobile cellular subscriptions per 100 people will result to similar change at 

the rate of 0.948, 0.965 and 0.969 respectively, bringing about an increase in 

the dependent variable GDP.  

Also, telephone line subscriptions, telephone line subscriptions per 100 

people and private investment all have a high correlation with the dependent 

GDP such that a change in the independent variables (telephone line 

subscriptions, telephone line subscriptions per 100 people will result to 

moderated  change of 0.781, 0.694 and 0.853 in the same direction.  

From the above result, an indication of a significant impact of privatisation on 

the Nigerian economy has been identified, this results show a high significant 

contribution of the privatisation variables to the Nigerian GDP. However some 

of the variables have more impact than others as has been earlier stated (see 

table 3).  

 

Table 4: Model Summaryb    before Privatisation 

Model R R 
Square 

Adjusted R 
Square 

Std. Error of the 
Estimate 

Sig. F 
Change 

1 .937a .878 .833 60802.7707389 0.000 
 

From the table above, the R square value of 0.88 simply tells us that about 

88% of the systematic variation in the dependent variable (GDP) is explained 

by changes in our explanatory variables. This is surely a strong fit as only 

about 12% of the systematic variation in the dependent variable is left 

unaccounted for by the model which we attribute to the stochastic error term. 

Again, the adjusted R square value of 0.83 tells us that 83% of the systematic 

variation in the dependent variable (GDP) is explained by the changes in our 

explanatory variable. This also implies a good fit as about 17% of the variation 

in the dependent variable (GDP) is left unaccounted for by the model which is 

also attributed to the error term 

The overall test of significance (F-test) shows that the model passed overall 

statistical significance test at a sound 5% level of significance. This implies 
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that the model can be used for further analysis despite the low value of t 

statistics.  

 

Table 5: Model Summaryb after Privatisation 

Model R R 

Square 

Adjusted 

R Square 

Std. Error of the Estimate Sig. F 

Change 

1 .989a .979 .968 2059052.32080756620000 0.000 

 

In the table above, the R square value of 0.98 tells us that about 98% of the 

systematic variation in the dependent variable (GDP) is explained by changes 

in our explanatory variables. This is surely a good fit as only about 2% of the 

systematic variation of the systematic variation in the dependent variable 

(GDP) is left unaccounted for by the model which can be attributed to the 

error term. 

Again, the adjusted R square value of 0.97 tell us that about 97%of the 

systematic variation in the dependent (GDP) is explained by changes in our 

explanatory variables. This also implies a good fit as only about 3% of the 

variation in the dependent variable (GDP) is left unaccounted for by the model 

which we attributed to the error term. 

The overall statistical significant test (F-test) value of 0.000 implies that the 

model passed the overall statistical test at 5%level of significance. 

 

Table 6: Model Summaryb 

Model R R Square Adjusted 
R Square 

Std. Error of the 
Estimate 

Sig. F 
Change 

1 .992a .984 .980 1507560.7115378 0.000 
 

From the table above, the R square value of 0.98 tell us that about 98% of the 

systematic variation in the dependent variation (GDP) is explained by changes 

in our explanatory variable. This is surely a good fit as only about 2% of the 

systematic variation in the dependent variable (GDP) is left unaccounted for 

by the model which we attributed to the error term. 

The adjusted R square value of 0.98 also tell us that 98% of the changes in the 

dependent variable (GDP)can be explained by the changes in the explanatory 

variables. It again implies a good fit as only about 2% of the changes in the 

dependent variable (GDP) is left unaccounted for by the model which we 

attribute to the error term. 
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The model passed the overall statistical test of significance at a sound 5% level 

of significance as it has an f- value of 0.000. 

 

Table 7: Coefficientsa     before Privatisation 

Model 

 

Unstandardized Coefficients Standardized Coefficients t Sig. 

B Std. Error Beta 

(Constant) -72523.866 559289.517  -.130 .900 

Telecontr GDP 1762.606 1819.006 .440 .969 .361 

Telplins 3.250 5.128 1.167 .634 .544 

telp per(100) -2719397.088 6291217.776 -.668 -.432 .677 

 
The above regression result was obtained before privatisation in Nigeria. The 
result shows that telecommunication contribution to GDP is not significant at 
5% level of significance as the value of telecommunication contribution to 
GDP (0.969) is less than 2. Again, the t-value of telephone lines (telplins) is 
not significant at the same 5% of significance due to its low value of 0.634. 
Finally, the t-value of telephone per 100 implies insignificant relationship at 
5% level of significance. 
The standardized coefficient value of telecommunication contribution to GDP 
has a positive relationship with the dependent variable (GDP) such that a unit 
change in telecommunication contribution to GDP will result in 0.440 unit 
increase in the dependent variable (GDP) and vice versa. 
Also, the standardized coefficient telephone line subscriptions (telplins) 
shows that telphins is positively related to the dependent variable (GDP) such 
that a unit change in telephone line subscriptions will result 1.167 unit 
increase in dependent variable (GDP). 
The standardized coefficient of telephone per 100 (telp per 100) has a 
negative relationship with the dependent variable (GDP) such that a unit 
change in telephone per 100 will result in 0.668 unit decrease in the 
dependent variable (GDP). 
 

Table 8: Coefficientsa   after privatisation 

Model Unstandardized Coefficients Standardized Coefficients t Sig. 

B Std. Error Beta 

(Constant) -3946268.483 5739273.004  -.688 .505 

Telecontr GDP 1.321 25.152 .013 .053 .959 

Telplins -5.462 39.640 -.212 -.138 .893 

telp per(100) 24204148.200 59752774.315 .571 .405 .693 

PINVEST 1465.540 1395.567 .163 1.050 .314 
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Mobsubsciptn 2.845 .935 8.153 3.042 .010 

Mobsubscri/100 -4102360.211 1538825.497 -7.465 -2.666 .021 

 

The above regression result after privatisation between the periods of 1993 
to 2011 reveals the following: 
The t-value of telecommunication contribution to (GDP) 0.053 implies an 
insignificant impact as its value is less than 2 at 5% level of significance. Also 
the t-value of telephone line, telephone per 100 and private investment are all 
not significant at 5% level significance due to their low values which are less 
than 2. 
The t-values of mobile subscription and mobile cell subscription per 100 
people are significant at 5% level of significance as their values are above 2. 
Meanwhile, mobile subscription per 100 has a negative significant impact.  
The standardized coefficient value 0.013  of telecommunication to GDP is 
positively related  to the dependent variable such that a unit change in 
telecommunication contribution to GDP will result in 0.013 unit increase in 
GDP and vice versa. 
The value of telephone line subscription is negatively related to the dependent 
variable GDP such that a unit change in telephone line will result in 0.212 unit 
decrease in the dependent variable (GDP). 
Again, the value of telephone per 100 is positively related to dependent 
variable (GDP) such that a unit change in telephone per 100 will result in 
0.571 units increase in the dependent variable (GDP. 
Private investment in telecommunication is also positively related to the 

dependent variable such that a unit change in the private investment will 

result in 0.163 unit increase in the dependent variable. 

Also, as can be seen, from the regression result above, mobile subscription is 
positively related to the dependent (GDP) such that a unit change in mobile 
subscription will result in 8.153 unit increase in the dependent variable (GDP)  
Mobile subscriptions per 100 people indicate a negative relationship with the 

dependent variable (GDP) such that a unit change in mobile subscription per 

100 will result in 7.465 unit decrease in the dependent variable (GDP).       

 

Table 9: Coefficientsa 

Model Unstandardized Coefficients Standardized 
Coefficients 

t Sig. 

B Std. Error Beta 

(Constant) -2274021.190 780268.194  -2.914 .008 

Telecontr GDP -.151 17.965 -.001 -.008 .993 

Telplins 10.850 2.444 .465 4.439 .000 
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telp per(100) 436144.302 2666219.348 .013 .164 .871 

PINVEST 1352.174 975.484 .148 1.386 .178 

mobsubsciptn 2.844 .576 7.453 4.937 .000 

Mobsubscri/100 -4142376.262 988965.484 -6.924 -4.189 .000 

From the table above, the regression result for combined period between 

1981 and 2011 shows the following. 

Telecommunication contribution to GDP, Telephone per 100 and private 

investment are not significant at 5% level of significance as they have values 

which is below 2. Furthermore, telephone line, mobile subscription and 

mobile subscription per 100 are significant at 5% level of significance. 

The standardized coefficient of telecommunication contribution to GDP is 

negatively related to the dependent variable (GDP) such that a unit change in 

telecommunication contribution to GDP will result in 0.001 unit decrease in 

the dependent variable (GDP) 

Telephoneline is positively related to the dependent variable (GDP) such that 

a unit change in telephone line subscription will result in 0.465 unit increase 

in the dependent variable (GDP) vice versa. 

Telephone per 100 is also positively related to dependent variable (GDP) such 

that a unit change in telephone per100 result in 0.013 unit increase in the 

dependent variable (GDP). 

Private investment has a negative relationship with the dependent variable 

(GDP) such that a unit change in private investment will result in 0.148 unit 

increase in the dependent variable (GDP) vice versa. 

It can also be seen, that mobile subscription is positively related to the 

dependent variable (GDP) such that again a unit change in mobile 

subscription will result in 7.453 unit increase in the dependent variable (GDP)  

Mobile subscription per 100 has a negative relationship with the dependent 

variable (GDP) such that a unit change in mobile subscription per 100 will 

result in 6.924 decreases in the dependent variable vice versa.  

Comparing the regression result of both pre privatisation period and post 

privatisation, the result suggest that post privatisation period has a better 

result as its t values are more significant at 5% level of significance. This can 

be observed from their individual t statistic. Mobile cellular subscriptions 

with t value of 3.042 and mobile cellular subscriptions per 100 people (2.666) 

are both significant at 5% level of significance as can be seen from the 

regression result in table 7 and table 8. The result of post privatisation is 

better off than pre privation period.  
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Figure 2: Telecommunication contribution to GDP 

 

The graph above measured the percentage growth rate of telecommunication 

contribution to GDP and total gross domestic product from 1981 to 2009. 

From the graph, it can be observed that between these periods, 

telecommunication contribution to GDP take a zigzag shape. The growth rate 

was low in 1985,1997 and 2009. While it was at it peak in 1983 1987 1996 

2001 and 2005. The growth observed   

 

 
Figure 3: Telephone line subscription 

The fig 2 above shows the percentage growth rate of telephone line 

subscription and the gross domestic product (GDP). it can be observed like 
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the telecommunication contribution to the GDP, telephone lines subscription 

also take zigzag shape.  Between 1981 and 2009,there was up ward and down 

ward movement in the growth rate. The growth rate was at it peak  between 

1993 and 1994 this could be attributed to increase in number of telephone 

line.  

 

 
Figure 4: Telephone line subscriptions per 100 people 

Figure 6 above, indicate the growth rate of telephone line subscription per 

100 people. It can also be observed that  the growth rate take zigzag form of 

movement. There was increase between 1981 and 1982  then move down 

ward between 1983 and 1984 but pick up again in 1985 and continue the up 

and down movement till 2009. The graph shows how it has affected the GDP 

of the nigerian economy. 

 

 
Figure 5: Private investment   

Figure 4 above represent the percentage growth rate of private investment in 

telecommunication sector. The chart indicate growth of privte investment 

between 1988 and the 2000 which could be attributed to the government 
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reform in the sector. The graph was at it peak in the year between 2000 and 

early 2001, this was when new service provider enter in the market. 

 
Figure 6: Mobile cellular subscription 

 

Figure 5 above represent mobile cellular subscription percentage growth rate. 

From the graph it can be observed that upward movement was observed in 

1993 this could be attributed to the introduction mobile cellular phone into 

nigeria market. It went down in 1994 and all through 1996 which could be as 

a result of the high cost of the service. It started picking up in 1997 and 

between later part of 1999 and  2000 / 2001 it was at it peak which could also 

be attributed to the entrance into the market by new services providers which 

was as a result  the reform that took place during that period. Between 2002 

and 2003 it went up and down this could be attributed to government 

regulations in form of tax and teriff. 

 
Figure 7: Mobile cellular subscription per 100 people  
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Figure 6 above represent mobile cellular subscription per 100 people  

percentage growth rate. From the graph it can be observed that  upward 

movement was observed in 1993 this could be attributed to the introduction 

mobile cellular phone into nigeria market. It went down in 1994 and all 

through 1996 which could be as a result of the high cost of the service and 

number of people that have assess to phone went down as a result of high cost. 

It started picking up in 1997 and between later part of 1999 and  2000 / 2001 

it was at it peak which could also be attributed to the entrance into the market 

by new services providers which result from the reform that took place during 

that period. This increase the number people that have assess to mobile 

cellular to phone. Between 2002 and 2003 it went up and down this could be 

attributed to government regulations. 

 

CONCLUSION AND RECOMMENDATIONS  
Privatisation has continued to be a very important policy issue in both 
developed and developing countries especially in sub-Sahara Africa. These 
privatisation policies have contributed a significant level of foreign 
investment in developing countries. In the light of this, this study has 
examined how privatisation as an economic policy adopted by the Nigeria 
government in telecommunication sector has affected the nation’s economic 
growth in terms of improving the gross domestic product. 
Since meeting the set objective of achieving economic growth has remained a 
challenge for Nigeria, the proposed vision 2020 of being among the 20 best 
economics in the world by 2020 looks remote. 
However, the Nigerian policy makers have seen the need to move towards the 
set objectives of achieving vision 2020 by promoting sustainable economic 
growth programme. This has prompted the formulations and implementation 
of several policies of which privatisation is a key policy.  
 In this research, economic indicators were selectively chosen to analyse the 

impact our selected variables have on the Nigerian gross domestic product in 

order to  establish whether privatisation will have positive impact in the 

Nigeria economy. 

The analysis has shown that the economic variables that are influenced by the 
privatisation have a strong positive influence on the gross domestic product. 
However, the impact was more pronounced after the implementation of 
privatisation than before its’ inception. The analysis also indicates that the 
influences of certain factors will have greater influence than others.  
According to Odeh (2011), when countries implement privatisation, there are 
better service levels at lower cost. This is favoured by the consumer, who 
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might well not be aware of the economic philosophies or the longer economic 
consequences of the privatisation. But at the same time it is feared that if 
privatisation does not bring about immediate positive benefits in one form or 
the other, those opposing privatisation will feel they have justifiable reason to 
reject the policy.  However, the study has shown that this may cause a negative 
impact to the economy.  
Statistics have shown that there was an improvement on the contribution of 
the privatisation variable after privatisation. This indicates positive impact on 
the gross domestic product. This improvement on the result goes to support 
Adeyemo (2005) who correctly observed, that the main justification for 
privatisation and commercialisation is that there will be an improvement on 
the efficiency and profitability after the privatisation exercise; thus the only 
way to convince the opponent of privatisation that is the clear demonstration 
of improvement on the investment.  
Another factor could be that a steady macroeconomics environment could 
attract foreign direct investment (FDI), which will further develop and boost 
the economy of Nigeria. This study observes that private investments by 
foreign investors have significant contribution to the economic growth. 
Consequently, it is as a result of the privatisation that more foreign direct 
investment was attracted to the telecommunication sector which was not 
possible when the sector was purely government monopoly. This line of 
thought is in agreement with the work of Ding and Haynes (2006) whose 
study revealed that the share of fixed investment in telephone is positive and 
significant to the gross domestic product. Furthermore, it confirms the 
existing literature’s findings of (Wang and YAO 2003; Mody and Wang 1997) 
that the Chinese economic growth has been driven by accumulation of fixed-
assets (Ding and Haynes 2006). 
The analysis of this study reveals that telephone line subscription per 100 has 
positive correlation on the GDP. This also confirm the findings of Ding and 
Haynes (2006) which found out that telecommunication infrastructure which 
is measured using telephones per 100 is significant and positively correlated 
to economic growth. 
From the findings of this study, the researcher believes that a strong political 
resolve that is driven by commitment and absolute sincerity of purpose can 
propel Nigeria to achieve sustainable economic growth through privatisation. 
The study shows that benefits of privatisation outweigh its cost.  
Privatisation programmes should be targeted at achieving Pareto 
improvements. The benefits should be holistic in nature. The government, 
consumers, employees and the new firm’s owner all benefit financially and 
through improved service. Furthermore privatisation reduces government 
fiscal deficits which help the government to allocate resources to other 
programmes. It boosts company’s performance as well as increases labour 
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productivity, leads to high profitability and general productivity. Privatisation 
can also lead to increase in investment as it promotes competition which can 
result in increase quality of service.  
Despite the benefits, there are still some arguments against privatisation. One 
of such arguments claims that privatisation will reduce the availability of 
services and also will induce an increase in price. It will also reorient public 
firm’s basic objective away from political goals and set it in the direction of 
economic objectives of profit maximisation. Relating to telecommunication, 
private service providers would use their position as monopoly to exploit both 
the consumers and the government (Megginson 2002). Apart from inducing 
an increased price, welfare would also be affected. This can result to firms 
seeking for reliable and profitable customers rather than providing services 
for the entire society.      
 
RECOMMENDATIONS 
Based on the results in our study, it is glaring that Privatisation will benefit 
the Nigerian economy immensely if they are pursued and implemented 
accordingly.   
The researcher believes the under listed suggestions could ignite the 
proposed attainment of economic growth through privatisation into reality; 
1. Political issues should be addressed swiftly by those concerned as laudable 

policies driven towards effect Privatisation has remained on paper. 
2. There are certain factors that have impeded the smooth development of 

the privatisation of the Nigerian telecommunication sector, such as 
irregular power supply, cultural barriers, lack of skills and technological 
know-how, as well as high cost of telephone. Therefore, it is advisable that 
the Nigerian government perfects its policies in view of these, so as to 
cover any existing lapses between the economy and the rest of the world.  
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