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Abstract
This study examined privatization of public enterprises and its impact on
economic growth using secondary data from 1995 to 2021. The data used
were obtained from Central Bank of Nigeria Statistical Bulletin and World
Development Indicators. The data used for this study were Total Privatization
Proceeds, Domestic Private Investment, Domestic Credit to Private Sector and
Real Gross Domestic Product
The study used descriptive statistics, the Augmented Dickey Fuller test, and
the Phillip-Perron tests to determine the stationarity level of the variables,
trend analysis, and the Bounds cointegration test to test for the long run
relationship between the variables. The Auto-Regressive Distribution Lag
(ARDL) was used to detect the variables' short and long run relationships. The
serial correlation test, heteroscedasticity test, Ramsey RESET test, and
normality tests were used to confirm the robustness and validity of the ARDL
result.
The results of the test concluded that the variables had a long run and a short
run relationship. According to the results, the short-run ARDL model shows
that all the explanatory variables have positive coefficients in their present
period but negative at lag period. The Jarque-Bera Normality Test revealed
that the variables are normal. The study recommended that the government
could consider providing more incentives, such as tax breaks or lower interest
rates, to commercial banks to encourage them to increase lending to the
private sector.
Key word: Economic Growth, Public Enterprises, Privatization.

Privatization can be referred to as the transfer of ownership and control of public
enterprises from the state to the private sector. It can be seen as a process of reorganizing the
economy and operations and moving of the public assets from the public sector to the private
sector. One of the method for raising money for the government is through the privatization of
state-owned businesses. While some studies opposed privatization in order to raise money to
cover their deficits rather than choosing to do so in order to promote economic growth, some
other researches support privatization as a global economic reform that encourages effective
resource management for the nation's economic progress. Privatization has been found as one
of the key components of the structural reform and globalization strategy in many economies.
Therefore, several developing and transition economies have embarked on extensive
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privatization programs in the last one and a half decade as a means of accelerating economic
growth, and macroeconomic stability is attained.

The idea that the private sector, not the governmental sector, should drive economic
growth is also becoming more widely recognized. While trade, investment, social advancement,
and human development are among the many sources that can fuel growth, privatization is also
expected to have significant effects on economic growth (Estrin & Pelletier, 2018). One method
for raising money for the government is through the privatization of state-owned businesses.
Privatization has become a potent instrument for restructuring the public sector and promoting
economic development. This study, therefore, aimed at measuring the impact of privatization
on economic growth, capturing the direct impact of privatization on economic growth of
Nigeria, and a detail analysis of the pattern of privatization on economic growth of Nigeria.

Conceptual Review
Economic Growth
Concept of Economic Growth

Several authors have defined economic growth in the past with all tending towards the
raise in the economic activities of a nation. Beginning with Dewett (2005), economic growth can
be referred to as a raise in the net national product over of a country over a specific time
period. Also, economic growth can be defined as the gradual rise in the economy's productive
capacity through time, resulting in higher levels of national output and income (Todaro and
Smith, 2005). According to Olopade and Olopade (2010), economic growth entails a rise in
economic activity. Economic growth may also be described as the increase in the market value
of an economy's goods and services over time, expressed as a percentage rise in real gross
domestic output (GDP) (International Monetary Fund, 2012). Economic growth, according to
Jhigan (2002), is the process by which a country's actual per capita income expands over time. It
can also be simply defined as an economy's potential to create the commodities and services
required to improve the well-being of citizens in increasing numbers and diversity over time. It
is the gradual rise in the economy's productive capacity through time that leads to an increase
in national income (Anyanwu & Oaikhenan, 1995).

Economic growth is, therefore, an increase in capital that flows into a nation over a long
period of time, geared towards the provision of diverse economic products and services for the
nation’s citizens. So, the focus of economic growth is primarily long run realization of economic
prospects of a nation. Hence, economic growth can be achieved through the efficient use of
available resources and the expansion of a country's production capacity, promoting income
redistribution between the population and society. Economic growth is a necessary component
of long-term development. Improvements in infrastructure, health, housing, education, and
agricultural productivity all contribute to a higher standard of living for a country nationals.

Privatization of Public Enterprises

Public enterprises, often referred to as state-owned enterprises, are organizations that
are owned or operated by the federal, state, or local governments. Government develops,
finance, manage, and have influence over these organizations. They can be found in all
economic sectors, including those involving education, service provision, power generation, and
communications, among others. Water Corporation, Nigeria Port Authority, Nigerian National
Petroleum Company (NNPC), Power Holding Company of Nigeria (PHCN), and Federal Radio
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Corporation (FRCN) are a few examples of public enterprises. The provision of basic services
and the justification of the ruling government are the main objectives of public companies
(Omoleke, 2011).

However, public enterprises have a variety of drawbacks, such as subpar performance,
fraud, poor management, and reckless behavior on the part of the workforce. For instance,
poor management, arising from inefficiency and ineffectiveness in utilization of assets and
resources, have made it challenging for public enterprises to offer the services they were
originally established to provide over time (Omoleke, 2011) prompting the government to
privatize some of those public firms by selling them to the private sector.

Privatization is the process of transferring ownership, assets, or businesses from the
public to the private sphere. The corporation or business is no longer owned by the
government. Privatization is another name for the process by which a publicly traded
corporation is taken over by a small group of individuals. Government companies are
transformed into private companies in two ways:

° By the government giving up control and administration of businesses in the public
sector.
° By direct sales to the public of businesses in the industry.

The Nigerian Privatization Programme

Nigeria has one of the largest public enterprise sectors in sub-Saharan Africa,
notwithstanding the privatization process which has reduced both its size and significance.
Nigeria was unable to realize its full potential for prosperity because of its massive public
enterprise sector, which is rife with corruption and incompetence. A significant source of fiscal
issues and a restraint on growth has been public enterprise deficits (World Bank, 1995). These
activities of state firms gained increasing attention and underwent deeper investigation during
the economic slump that started in 1981 as a result of the drop of oil prices, concentrating on
their poor performance and the burden they place on government finances. Due to their
insufficient financial returns, triggered the concern of government towards privatization.

Objectives of the Privatization Programme in Nigeria

The primary goal of the privatization programme is to make the private sector the
leading engine of growth of the Nigeria economy under the administration of President
Olusegun Obasanjo. Generally, the programme has four objectives:

a) To achieve higher allocation and productive efficiency, leading to faster economic
growth and development;
b) To strengthen the role of the private sector in the economy through job creation and

economic development; acquire new knowledge, skills and technology and expose
Nigeria to international competition;

c) To raise funds for financing socially-oriented programs in such areas as poverty
eradication, health, education and infrastructure; and
d) To free resources for use in sectors important to all Nigerians, such as education, health,

housing, transportation, and other infrastructure development initiative.

Theoretical Framework
This study is hinged on the theory of property rights.
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Theory of Property Rights

Theory of property rights recently formulated by Grossman, Hart and Moore (Grossman
and Hart (1986), Hart and Moore (1990), Hart (1995)) The theory states that the rights of
individuals to the use of resources is supported by the force of etiquette, social custom, and
formal legally enacted laws supported by the state’s power of violence or punishment.
Investment is required for growth, which is the economic basis for securing property rights.
However, investors will not make investments if there is a risk of expropriation by the
government or other parties.

Since property owners have the legal right to bar others from using a good or asset;
property rights are synonymous with private property or ownership rights in this context.
Property rights influence economic growth through efficiency and security channels. Property
rights suggest that the private sector, enterprises, or individuals can use assets transferred to
them productively through their investments and efforts, thereby promoting economic growth.

This theory is relevant to this study and underpins this research by creating strong
individual incentives, as a significant factor in the pursuit for long term growth. By creating
strong incentives, property rights will lead to an increase in investment since people are certain
and secure about the ownership of their property. Furthermore, individuals gain an access to
credit since they can use their formal titles as a collateral for loans, ultimately leading to an
increase in investment. Finally, property rights give people an incentive to pursue long-term
rather than short term economic goals.

When we speak on property rights and privatization in economic terms, as many other
economic ideas, this one was also discussed in Adam Smith’s work. He writes on privatization in
his An Inquiry into the Nature and Causes of the Wealth of Nations. As soon as the land of any
country has all become private property, the landlords, like all other men, love to reap where
they never sowed, and demand a rent even for its natural produce.

Empirical Review

Several studies previously carried out on privatization of public enterprises and its
impact on economic growth showing divergent results. For instance, Awoyemi and Aiyegbusi
(2022) investigated the impact of private sector development on the Nigeria’s economy. The
bounds cointegration test was used to examine the long-term relationship between
privatization and GDP growth. The long- and short-term connections between private sector
development and GDP growth were studied using an Auto-Regressive Distributed Lag (ARDL)
model. As a result, economic growth was found to be highly influenced by gross capital
formation and market capitalization of domestic listed enterprises as a share of GDP, according
to the ARDL estimates in the short term. In addition, the periods after privatization increase
growth by about 0.23% in the short run and by 3.87% in the long run, at a 1% significance level.
At a 1% significance level, gross capital formation and market capitalization of domestic listed
enterprises as a share of GDP positively affected economic growth in the long term. This led to
the conclusion that private sector development positively influences Nigerian economic growth
in both the long- and short-term. This study recommends policy changes such as raising
domestic investment and promoting privatization, capital market development, and financial
institution development. This will stimulate private sector development and have a favorable
impact on economic growth.
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The study of Bajira (2021) examined how privatization of socially owned enterprises
affects economic growth, entailing an empirical test using a panel effects regression analysis on
a sample of 571 state owned enterprises. The findings of the study demonstrated that
privatization at the aggregate level does boost economic growth. The methods used to privatize
are not a determining factor and the effects of privatization vary according to the method used.
It was noted that the sale of state-owned enterprises or parts thereof in the first decade of
privatization has been quite selective, lack of developments effects and faced with serious
obstacles to privatization funds being directly invested in the economy.

Assa and Calderon (2020) explored privatization of healthcare. Controlling for per capita
income, health inequality and several other control variables, it was found that that a 10%
increase in private health expenditure relates to a 4.3% increase in Covid-19 cases and a 4.9%
increase in Covid-19 related mortality. Globalization also has a small positive effect on Covid-19
prevalence, while higher hospital capacity (in beds per 1,000 people) is significant in lowering
Covid-19 mortality. The findings suggest caution regarding policies which privatize healthcare
systems in order to boost efficiency or growth in the short-run, as these reduce countries' long-
term preparedness for dealing with pandemics.

Jointly, Reddy, Teshome and Ashenafi. (2019) conducted a study on whether
privatization has long run or short run significant impact on economic growth of Ethiopia by
considering real GDP growth as a proxy for economic growth and privatization proceeds as to
the measure of the magnitude of privatization using time series data starting from 1994 to
2016. Autoregressive Distributed Lag (ARDL) method was used to characterize long run and the
short run relationship between real GDP growth and independent variables. The empirical
results revealed that both privatization and foreign direct investment due to privatization are
found to have a positive impact on economic growth and statically significant at 1 per cent and
5 per cent respectively in the long run as well as in the short run. While, inflation and
government consumption proxy to corruption affects economic growth negatively in the long
run. The findings of this study concluded that economic growth can be improved significantly
when the privatization policy accompanied with other structural change are implemented and
the government should strive to strengthen privatization policies together with other policies.

The study of Saaondo Simon (2019) explored the impacts of privatization on the
Nigerian economy an assessment of Power holding company of Nigeria in Benue state. The
study adopted the Neoliberalism theory of political economy as a theoretical framework for the
study. Data were collected both from primary and secondary sources using descriptive statistics
method to analyze the data. The study found out privatization has a positive impact on Nigerian
economy through the broken down of the power monopoly in the power sector by luring new
investors into generation of power, transmission of power and distribution of power. The study
recommended that government should diversify the power sector not just selling of shares in
the power sector but by opening up of other energy source such as biomass, solar energy, wind
vine energy, nuclear energy and geothermal energy.

Oyediran, ljaiya and Lawal. (2017) examined the impact of privatization on Nigerian
economic growth. The study adopted ex-post facto research design in examining the effect of
privatization on the Nigerian economy from 1980 - 2014. Data were collected from secondary
sources through the Central Bank of Nigeria and National Bureau of Statistics, and were
analyzed and tested using the multiple regression analysis. Result emanating from this study
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revealed that the combinations of capital expenditure (CAPEXP), investment (INV) and inflation
rate (INF) significantly impacted on the GDP. The study therefore recommends effective
regulatory framework, observation of transparency, accountability and due process in the
implementation of the privatization Programme, as well as judicious utilization of privatization
proceeds.

Sobir Shukuorov (2016) investigated the macroeconomic gains from privatization during
the transition period in Uzbekistan. The choice of the country was due to its stable
macroeconomics performance beginning from 1996 onwards, and author’s related work
experience at The State Committee of the Republic of Uzbekistan for Privatization. Based on the
macroeconomic empirical literature on growth, the standard model of gross domestic product
growth with other transition-specific variables was used to investigate the impact of
privatization on economic growth. In so doing, it was found that economic growth was
significantly influenced by investment (more importantly investment to the education), and
employment growth.

Jumare Haruna (2013) analyzed the effects of privatization of public enterprises in
Nigeria from 2006 to 2010. The study considered the parameters of visible trade, the rate of
exchange of the naira to the dollar, the market value of stocks, the quality of products and the
rate of unemployment as yardsticks for assessment. The work depended largely on secondary
data generated by the Central Bank of Nigeria (CBN), the National Bureau of Statistics and some
National Dailies. The study revealed that over two decades old privatization of public
enterprises in Nigeria [since 1988] had significant positive effects on the economy and the
polity in the first place; but the effects could not withstand the challenging global economic
meltdown that swept across the globe especially in the year 2008 and 2009. The study showed
that the gains made initially were reduced to insignificance and the social cost of living was
raised as a result of the high record of failed businesses. The study concluded by recommending
extreme discipline, productive paranoia and empirical creativity as the solution for withstanding
the uncertainties that lie in the way of businesses.

Muhammad Zahir (2013) centered on the effects of privatization on economic
growth of Pakistan and on the other macroeconomic indicators. The data was gathered
from various sources, for the time period of 1992 to 2008. Descriptive Statistics, and
Correlation Matrix were used for the analysis. The major limitation was insufficient
authentic statistics available on the revenue obtained by the sale of SOEs in Pakistan. The
study found that there was consistent gradual rise, over the period of time, in the rate of
GDP/Economic Growth, while drifts of privatization remained unsteady.

Ifionu (2013) investigated the impact of privatization on economic growth in Nigeria.
Error correlation model (ECM) was used to analyze the data. The study discovered that
privatization has not impacted positively on economic growth in Nigeria, and this was blamed
on a lot of factors like political instability and inadequacy of the past policies to achieve good
result. It was recommended that it will be highly necessary to create a supportive enabling
environment if we must achieve growth.
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Methodology

In this section, the outlines of the methodology used in conducting the study are briefly
treated. This includes data collection which is predominantly secondary, techniques employed
for the analysis of the data and the research design for easy interpretation.

Research Design

The research design used in this study was ex-post facto design. This research made use
of secondary data which was sourced from Central Bank Statistical Bulletin (2021) and World
Development Indicators (2021). For the model, it consist of Total proceeds from privatization
as a percentage of GDP(TPP), Domestic credit to private sector (DCPS), and Domestic private
investment (DPI) which are the independent variables while economic growth is the dependent
variable. The proxy for privatization is Total proceeds from privatization as a percentage of GDP
(TPP) and the proxy for economic growth is Real Gross Domestic Product (RGDP). The data
period spans from 1995 to 2021, which is a period of twenty-seven years.

Model Specification

The model adopted for the purpose of this study was from the work of Oyediran, ljaiya
& Lawal (2017). The only change made to the model was the inclusion of Total Privatization
Proceeds and Domestic Credit to Private Sector. Total Privatization Proceeds and Domestic
Credit to Private Sector was included to fill the gap in the study so that upcoming researchers
will be able to understand the impact of Total Privatization Proceeds and Domestic Credit to
Private Sector on economic growth in Nigeria from 1995 to 2021. This model is formulated
based on the research objective and hypotheses that were specified in the first chapter of this
study. The functional and underlying econometric model of the relationship are specified
below.

The model is functionally represented as:
RGDP =f (DPI, DCPS, TPP) .. (1)

The econometric model is written as:
RGDP= 0 +a;DPI + a;,DCPS +a3TPP + p....... (2)

Where:

RGDP = Real gross domestic product (proxy for economic growth).
TPP = Total proceeds from privatization (proxy for privatization)

DCPS = Domestic credit to private sector

DPI = Domestic private investment

oo = Intercept of the regression model.

a4 = Coefficient of parameter estimates of the explanatory variables.
U = the disturbance of stochastic error term

Estimation Technique

The data was analyzed using the multiple linear regression method. The estimation
technique adopted was based on unit root test. Ordinary least square (OLS) method would be
used if all the variables are stationary at levels; Johansen cointegration Model would be used if
all the variables are stationary at first difference while ARDL would be used if some variables
are stationary at levels and some at first difference.
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Data Analysis and Discussion of Findings

The data analysis, discussion of the results, inferences, and relevant recommendation
are all presented in this chapter. The study’s conclusions and suggestions translate into
answering the research’s questions. This study focuses on the following variables; Domestic
private investment, Domestic credit to private sector (% of GDP), and Total Privatization
Proceeds with which E-views software was used to perform the analysis.

Data Presentation

The data for Domestic private investment (DPI), Domestic credit to private sector (% of
GDP (DCPS), Total privatization proceeds (TPP), Real Gross Domestic Product (RGDP) for the
period 1995-2021were used for the study. The empirical analysis is done with the Econometrics
Views 13 (E-views) analytical software, which is used to estimate the model, and the results are
presented in the subsequent sections.

Descriptive Analysis
The descriptive analysis and summary of the statistics of the variables are presented in
Table 4.1 below.

Table 4.1: Descriptive Statistics

RGDP DPI DCPS TPP
Mean 47810.71 24.06591 11.02240 19.48400
Median 46802.76 24.62523 10.60000 0.000000

Maximum 72094.09 |40.55340 19.63000 |372.4000
Minimum 21881.56 14.16873 6.510000 |0.000000

Std. Dev. 18370.44 8.577083 3.375418 74.94531
Skewness -0.035638 0.507287 0.944242 4441617
Kurtosis 1.455730 2.054316 3.457979 21.35609

Jarque-Bera |2.489428 2.003832 3.933453 433.1852
Probability 0.288023 0.367175 0.139914 0.000000
Sum 1195268. 601.6478 275.5600 487.1000
Sum Sq. Dev. |8.10E+09 1765.592 273.4427 134803.2
Source: Author's computation (2023) using E-views 13

From Table 4.1, the real GDP (RGDP) has a mean value of N47,810.71, with a N18370.44
standard deviation over the sample period, suggesting that the real GDP was averaged
N47,810.71, despite its volatility of N18,370.44 which was below the average value. The mean
value depicted that despite the fluctuations experienced, the country could still amass an
average real GDP of more than the fluctuations experienced during the study period.

The minimum value of N21,881.56 and maximum value of N72,094.09 indicated that
Nigeria has different levels of real GDP, connoting that Nigeria has a high level of real GDP over
time. It also has a low level of real GDP at some other times. Furthermore, through the
skewness and kurtosis, it was shown that rGDP was negatively skewed to the left, depicting a
long-left tail, while its kurtosis was platykurtic (1.45 < 3). The probability value (p-value) of the
Jacque-Bera statistics was 0.288, showing that the series was normally distributed during the
study period.
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The domestic private investment (DPI) has a mean value of N24.066, depicting that on
average, during the 25 years periods studied, Nigeria's domestic private investment was
N24.066, while the standard deviation of N8.577 displayed that the volatility in domestic
private investment was still manageable, as it clustered around the average value, suggesting
that the domestic private investment is less prone to change over time.

The maximum value of N40.553 indicated that the domestic private investment was
higher over time; it also has a low level, as depicted by the minimum values of N6.510 at some
other times. Meanwhile, the DPI skewness was 0.507, showing that DPI was positively skewed
to the right, portraying a long-right tail. At the same time, its peakedness was platykurtic (2.054
< 3), showing that DPI extreme values characteristics are not similar to that of the normal
distribution. The probability value (p-value) of the Jacque-Bera statistics was 0.367, indicating
that the series was normally distributed during the study period at a 0.05 significant threshold.

The domestic credit to private sector (DCPS) has a mean value of N11.022, depicting
that on average, during the periods under study, DCPS was N11.022, while the fluctuation in
DCPS recognising deviation from this average value measured via the standard deviation was
N3.375, suggesting that DCPS volatility was still manageable, as it clustered around the average
value, expressing it was less susceptible to change over time. The maximum value of N19.630
indicated that the domestic credit to private sector has a higher value over time; it also has a
low level, as depicted by the minimum values of N6.510 at some other times. Meanwhile, DCPS
skewness was 0.944, representing that DCPS was positively skewed to the right, portraying a
long-right tail. At the same time, its peak (kurtosis) was mesokurtic (3.458 = 3), showing that
DCPS extreme values characteristics are similar to that of the normal distribution. The
probability value (p-value) of the Jacque-Bera statistics was 0.140, indicating that the series was
normally distributed during the study period at a 0.05 significant threshold.

The total proceeds from privatization (TPP) series has a mean value of N19.484 and a
standard deviation of N74.945, pointing out that, on average, their value proceeds from
privatization is N19.484. In contrast, the dispersion in the TPP over the 25 years of studies from
the mean value was N74.945, depicting the volatility level in the TPP clustered tightly around
the mean value, suggesting that it is less susceptible to change over time. The minimum value
of N0.00 and maximum value of N372.400 indicated that Nigeria's government proceeds from
privatization were higher over time; it also has a low level, as depicted by the minimum values
at some other times. Meanwhile, the skewness for TPP was 4.442, describing that TPP was
positively skewed to the right, portraying a long-right tail. At the same time, its peak was
leptokurtic (21.35 > 3), showing that the TPP series concentrated towards the mean, with
occasional extreme outliers that caused the concentration. The probability value (p-value) of
the Jacque-Bera statistics was 0.000 showing that the series was not normally distributed
during the study period.

Test of Hypothesis
Hypothesis: There is no significant impact of privatization of public enterprises on economic
growth on economic growth of Nigeria.

To verify the hypothesis, three proxies of privarization (domestic credit to private
sector, domestic private investment, and total privatization proceeds) were regressed on the
real gross domestic product. The results are as indicated in the table below.
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ARDL Regression Analysis Results
Table 4.2: Long run auto regressive distributed lag

Variable Coefficient |Std. Error  {t-Statistic  [Probability
C 14.6826  [1.2417 11.8248  {0.0000
InDPI, 0.2257 0.0865 2.6104 0.0130
DCPS, 0.1381 0.0667 2.0713 0.0508
TPR 0.5666  [0.1166 1.9371 0.1720
Table 4.3: Short run auto regressive distributed lag
Variable Coefficient | Std.Error | t-Statistic Probality
C 1.6740 0.3294 5.0821 0.0002
AlnrGDR_; | .0.2283 0.1210 -1.8868 0.0731
AInDPI, 0.0146 0.0041 3.5352 0.0020
ATPR 0.0002 0.0000 2.8432 0.0130
ATPR -0.0002 0.0000 -2.5645 0.0225
ADCPS, 0.0060 0.0025 2.4166 0.0299
ADCPS,_; | -0.0061 0.0025 -2.3847 0.0318
ECT(-1) |.01140 |0.0231 |-49376 | 0.0002

Source: Author's computation (2023) using E-views 13

Diagnosis tests
R?=0.6340 R?=0.5263 DW =1.1703

XEM = 4.4190[0.1098] XéGP = 3.0421[0.9317] )(JZB: 0.70867[0.7016] Xés = 0.1694[0.6850]
F — statistic = 5.8890[0.0025]

ARDL Bound Test
F — statistic =17.4425 1 (0)=2.79, 1 (1) =3.67 @ 5% |

Source: Author's computation (2023) using E-Views 13

STABILITY=CUSUMSQ

2 2 2 2
Notes: SE: standard error, DW: Durbin Watson statistics. X Xecer Kps: X e represent LM test
for serial correlation, Breusch-Pagan Godfrey test for heteroscedasticity, Ramsey rest test for

model specification and Jarque-Bera normality test, respectively. 1(0) and I(1) represent lower

and upper bound, respectively. [ ] indicate respective probability values, ECT; Error correction
term.

Evaluation of Estimated Short-Run ARDL Model
The estimated short equation is presented as:
InrGDP, =1.6740—0.2283InrGDP,_, +0.0146AInDPI, +0.0002ATPR, —0.0002ATPPR, ,

+0.006ADCPS,-0.0016ADCPS, , —0.114ECT, , (4.1)

Estimated (4.1) shows the short-run ARDL model. It was reported as explicit from Table
4.1 and the estimated model (4.1) that the estimates are positive for all the explanatory
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variables in their present period but negative at lag period. The estimated elasticities of InDP1,

InrGDR is 0.015, indicating that ceteris paribus, a 1% expansion in domestic private

InDPI IanDR) by 0.015%.

about

investment ( t), is projected to increase real GDP (

Furthermore, the estimated coefficient of total privatization proceed (TPPY) pertaining

to INFGDR as 0.0002, portraying that all things being equal, a 0.02 per cent increase in real

GDP was a result of a Naira increase in TPR for the current year, whereas, ceteris paribus, the

one Naira decrease in TPP in the previous year gave a 0.02% increase in current year real GDP.
Finally, from the estimated model (4.1), Meanwhile, the current period estimated coefficient

for domestic credit to private sector (ADCPSt )

ADCPS

portrayed a 0.006 value, signaling that ceteris

paribus, a Naira increase in
InrGDP,

t will bring about a 0.6 per cent increase in the real GDP (
). It could be ascertained that the immediate year value of domestic credit to private

ADCPS, , ) exhibited a negative relationship with the current year real GDP, as a Naira
ADCPS,

sector (

decrease in
being equal.

A test should be carried out for cointegration among domestic private investment (
TPPR, DCPS

-Lcontributed a 0.61% increase to the current year real GDP, all things

InDPI, ), total privatization proceed (

InrGDPR,

), domestic credit to private sector ( t) and real

GDP ( ). One form of this test is to compare the computed F-statistic with the upper
critical value tabulated by Pesaran et al. (2001). Following this procedure, the ARDL bound test
estimated F-statistic was 17.443 and the 5% upper critical value is 3.67. Hence, the hypothesis
of long-run cointegration among variables is firmly accepted, leading to the interpretation of
the long-run coefficient estimates in the estimated model (4.2)

Evaluation of Estimated Long-Run ARDL Model

The estimated long equation is presented as:

INFGDP, =14.683+0.226InDPI, +0.138DCPS, +0.567TPP. + ¢, (4.2)

InDPI

The long-run findings also reveal that positive estimates for tas it was in the short

InDPI IanDI:{in the long run is 0.226, indicating that

tis expected to increase (decrease) InrGDR by

DCPS, depicted a positive nexus

f DCPS, pertaining to InrGDR;¢

DCPS

run. The elasticity of t pertaining to

ceteris paribus, a 1% rise (decrease) in InDPI

0.226%. Furthermore, it was unraveled in the study that the

withlanDPt, as displayed in the short run. The estimate o

0.138, indicating that ceteris paribus, and a Naira increase in

InrGDR TPR further exhibit a positive association with

DCPS

t is expected to increase
by 13.8%. In the same vein, as InrGDR
as displayed in the short run, as domestic credit to private sector (

InrGDR , ceteris paribus.

t) increase by a Naira,

it leads to a 56.7% increase in
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The coefficient of ECT (-0.1140) is negative and statistically significant at the 5% level
(0.000 < 0.05)

and elaborates how speedily variables converge to equilibrium, indicating

InDPI DCPS

domestic private investment ( t), domestic credit to private sector ( t) and total

TPPt) speedy adjust back to equilibrium at about 11.4 per cent annually

privatization proceeds (
in Nigeria.

The value of F-statistics is 5.8890 and the p-value is 0.002 which implies that the joint
effect of the explanatory variables — domestic private investment, domestic credit to private
sector and total privatization proceeds —on economic growth (rGDP) is statistically significant.
Hence the main objective of the study is achieved by rejecting the null hypothesis.

For the Coefficient of Determination (R?), further findings from Table 4.1 established from the

estimates include the goodness of fit of the model conformed with the adjusted R? (

R’ :0-5263), which is the evidence of dependent variable (real GDP) variations explained by

the independent variables (InDPI“ DCPS, and TPPt) by 52.63 per cent. The remaining 47.37%

variations in the dependent variable are explained by other factors not present in the model

. &) .
but captured with the error term ( t) in the model.

Post-Estimation Tests

Post-estimation techniques are used to ensure that a model's robustness and integrity
are confirmed. This is used to see if the estimated coefficients' signs are consistent with the
apriori expectations or not. The normality test, stability test Breusch-Godfrey Serial Correlation
LM Test, linearity test and heteroskedasticity test will be carried out.

Table 4.4: Summary of Post Estimation test

Post Estimation Tests Conducted F-Statistics Probability | Test Results
Tests of F-
Statistics

Test for Breusch-Pagan- 0.266750 0.9668 There is no
Heteroskedasticity | Godfrey Test heteroskedasticity
Test for Linearity | Ramsey RESET

Test 0.70874 0.7016 There is linearity
Test for Normality | Histogram 0.487986 0.701 There is normality

Normality Test
Test for Auto- Breusch-Godfrey | 1.426938 0.2780 There is no auto
Correlation Serial Correlation correlation

LM Test

Source: Author's computation (2023) using E-views 13

The post-estimation tests were carried out to evaluate the model. The post estimation
tests carried out in the course of study was the Breusch Pagan heteroscedasticity test that
showed the variables in the model was not heteroscedastic; meaning they do not have an equal
spread, the Breusch-Godfrey serial correlation test that showed that the variables were not
auto-correlated, the Ramsey-Reset test showed the variables were linear. The histogram
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normality test also revealed that there was normality. The CUSUM stability test revealed that
the model was stable.

Discussion of Findings

The test of hypothesis indicated that privatization through its proxies has a significant
effect on economic growth of Nigeria. This position aligns with the postulation of Awoyemi and
Aiyegbusi (2022); Bajira (2021); Assa and Calderon (2020); Saaondo Simon (2019); Reddy,
Teshome and Ashenafi (2019); Udoka and Anyingang (2012); Shahraki (2011); Saeed Moshiri
(2010); and Boubakri (2009) among other similar studies.

On the contrary, the findings of the study did not align with the provision of some
studies which include Muhammad Zahir (2013); Ifionu (2013); and Adams and Mengistu (2008)
while the outcome of the study of Rahbar (2012) showed mixed results in various regions of
Mexico.

There could be several reasons for inconsistencies or divergences in findings among
different studies. One possible reason is the differences in the research design and
methodology used by the researchers. For example, different studies may use different data
sources, sample sizes, and statistical techniques, which can lead to different results. Another
reason could be the differences in the context and time period of the studies. Privatization
policies may have different effects in different countries or regions, depending on factors such
as the level of economic development, political stability, and regulatory environment.
Moreover, the impact of privatization may vary over time, as the effects may not be immediate
and can take several years to manifest.

Furthermore, the definition of privatization itself can differ among studies, which can
lead to different conclusions. Some studies may focus on the sale of state-owned enterprises to
private investors, while others may include other forms of privatization, such as public-private
partnerships or contracting out of public services. Finally, there may be other factors that affect
the relationship between privatization and economic growth, such as the quality of governance,
the level of competition, and the distribution of benefits and costs of privatization. These
factors may not be captured by the studies or may be difficult to measure, leading to
inconsistencies or divergences in findings.

Summary of Findings, Conclusion, Recommendation

This section focuses on the summary, conclusions and recommendations of this
research study. The main objective of this research work was to examine privatization of public
enterprises and its impact on economic growth.

Summary of Findings

For the period 1995 to 2021, this study looked at privatization of public enterprises and
its impact on economic growth. Data was sourced from World Development Indicators (2021)
and Central Bank of Nigeria Statistical Bulletin (2021). The proxy for privatization used were
domestic credit to private sector, domestic private investment, and total privatization
proceeds. Also, the proxy used for Economic growth was Real Gross Domestic Product (RGDP).

The study found that 52.63 per cent of changes in economic growth was as a result of
privatization variables leaving the rest 47.37% variations to other factors not present in the
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model but captured with the error term (8‘) in the model. The results of the hypothesis test
showed that privatization of public enterprises had a significant impact on real GDP.

The study employed Auto Regressive Distributed Lag to carry out its estimation. The
Augmented Dickey-Fuller unit root test and Phillips Perron unit root test revealed that all the
variables were stationary at the first difference. The ideal lag length was determined using the
Akaike Information Criterion (AIC), the Schwarz Information Criterion, and the Hannan-Quinn
Information Criterion. The bound test was implemented in order to show the long run
relationship with the variables and the test result showed that there was a statistically
significant relationship among the variables to have a long run relationship, (that is, all the
variables were co-integrated).

The post-estimation tests were carried out to evaluate the model. The post estimation
tests carried out in the course of study was the Breusch Pagan heteroscedasticity test showed
the variables in the model was not heteroscedastic; meaning they do not have an equal spread,
the Breusch-Godfrey serial correlation test that showed that the variables were not auto-
correlated, the Ramsey-Reset test showed the variables were linear. The histogram normality
test also revealed that there was normality. The CUSUM stability test revealed that the model
was stable.

Conclusion

According to the study, it has been confirmed that privatization plays a crucial role in
impacting Nigeria's real Gross Domestic Product (GDP). The research indicated that
policymakers must concentrate on increasing credit access to the private sector, as this can
enhance the overall performance of the economy. Moreover, the study revealed that even
though the total proceeds from privatization had a positive effect on the economy, it was not
statistically significant.

Recommendations
Based on the findings of the study, the following recommendations were made:

1. The government could consider providing more incentives, such as tax breaks or lower
interest rates, to private sectors especially banks to encourage them to increase lending
to the private sector. This would increase access to credit for businesses, thereby
promoting their growth and expansion, which in turn would stimulate economic growth.

2. Improving the regulatory framework for the private sector would enhance investor
confidence and attract more investments. The government should focus on creating a
more transparent and predictable business environment, with clear rules and
regulations, efficient dispute resolution mechanisms, and effective enforcement of
contracts. This would help to reduce the perceived risks associated with investing in
Nigeria, and encourage both domestic and foreign investors to explore business
opportunities in the country.

3. The government should continue its efforts to privatize state-owned enterprises, as this
has the potential to improve the efficiency and productivity of these enterprises, and
ultimately enhance the overall performance of the economy. However, the privatization
process should be conducted in a transparent and fair manner, with appropriate
safeguards in place to prevent asset stripping and other forms of abuse. The proceeds
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from privatization could be channeled towards financing public infrastructure and social
services, which would further support economic growth and development.

4. The government must set aside sufficient funds in the form of borrowing or other forms
of privatization that allow the local residents to take part in the privatization process in
order to increase the contribution of domestic private investment.
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