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Abstract 
The Electricity sector in Nigeria generates, transmits and distributes 

megawatts of electric power that is significantly less than what is needed to 

meet basic household and industrial needs. Despite a rapidly growing 

economy, with some of the world's largest deposits of coal, oil, hydropower, 

gas, and solar resources and the country's status as Africa's largest oil 

producer; limitations in the power sector constrain economic growth and 

development. Post-privatization progress in the power sector had been 

stunted by various deep-etched challenges. The purpose of the study is to 

find out the impact of the privatization of the power sector on the economic 

growth and development of Nigeria. The study is a descriptive study that  

covers amongst others, an overview of the power sector in Nigeria, power 

generation in Nigeria (with a look at  the Gencos and Discos), issues and  

challengers arising from the  privatization  of the power sector in Nigeria, 

and power demand and supply deficit in Nigeria. The findings show that 

Some of the problems associated with power  problems include  the adoption  

of a flawed privatization model, constant gas shortages, electricity theft, 

illiquidity problems, estimated billing, low electricity pricing (from the point 

of view of the suppliers), inadequate infrastructure for the transmission of 

the electric power and so on. Recommendations made include  that Nigeria 

should invest more on renewable electricity generation technologies which  
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Introduction  
There has been an energy supply 

crises in Nigeria for as long as 

Nigerians can remember. The 

Electricity sector in Nigeria 

generates, transmits and distributes 

megawatts of electric power that is 

significantly less than what is needed 

to meet basic household and industrial 

needs. It already has the potential to 

generate 12,522 megawatts (MW) of 

electric power from existing plants, 

but most days is only able to generate 

around 4,000 MW, which is 

insufficient.  Nigeria has privatized its 

distribution companies, so there is a 

wide range of tariffs (Power Africa 

Fact Sheet, 2018). 

The Nigerian energy supply crisis 

refers to the ongoing failure of the 

Nigerian power sector to provide 

adequate electricity supply to 

domestic, commercial, and industrial 

users. The energy supply crisis is 

complex, stems from a variety of 

issues and has been ongoing for 

decades.   Despite a rapidly growing 

economy, with some of the world's 

largest deposits of coal, oil 

,hydropower,  gas, and solar resources 

and  the country's status as Africa's 

largest oil producer;  limitations in the 

power sector constrain growth .A 

USAID (2018) power Africa factsheet  

report affirms that currently only 45% 

of Nigeria's population is connected to 

the energy grid (rural: 36%, urban: 

55%, households without power: 

20million,Power Africa New Off-

harness a naturally existing energy flux, such as wind, sun, heat, or tides, 

and converts that flux to electricity .Implement a true cost-reflective tariff to 

encourage more efficient service delivery and enable cost recovery for the 

investors in the sector. Bolster the distribution network by expanding 

metering, completing customer and asset enumeration, and conducting 

energy demand studies. Reform the gas sector by adjusting gas prices to be 

cost-reflective, clearing outstanding debts to suppliers, signing pending 

supply and transportation agreement, and reinforcing risk mitigation 

requirements.  Gas supply commitments, and many others. 

 

Keywords: Privatization, electricity theft, Covid-19, economic development, 

economic growth, transmission network, and flawed privatization model 
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Grid Connections: 454,432 and  

Power Africa New Grid Connections: 

496,723); whilst power supply difficulties are experienced around 60% of the 

time. At best, average daily power supply is estimated at four hours; although 

several days can go by without any power at all in some parts of the country. 

Electricity consumption from residential and commercial sectors represented 

80% of the total electricity demand. The rest was covered by the Industrial, 

Street Lighting and Special Tariff sectors. The share of large consumers, such 

as industry or large commercial areas, only represented 1% of the total 

electricity consumption because of self-power generation. Neither power cuts 

nor restorations are announced, leading to calls for a load shedding schedule 

during the COVID-19 lockdowns to aid fair distribution and predictability 

(Oguguo, 2020) 

Aliyu, Ramli, & Saleh  (2013) argue that power supply difficulties cripple the 

agricultural, industrial and mining sectors, and impede (Kaseke & Hosking, 

2013)  Nigeria's ongoing economic development.  Most Nigerian businesses 

and households that can afford to do so run one or more diesel-fueled generators 

to supplement the intermittent supply. Almost 8 in 10 Nigerian households rely 

on alternative sources of power as erratic power supply persists (NOI, 2018). 

Meanwhile, Ogaji (2011) posits that energy is a foundation stone of the modern 

industrial economy. Energy provides an essential ingredient for almost all 

human activities. It provides services for cooking and water heating, lighting, 

industry, food production and storage, education, mineral extraction, industrial 

production and transportation. Modern energy services are a powerful engine 

of economic and social development, and no country has managed to develop 

much beyond a subsistence economy without ensuring at least minimum access 

to energy services for a broad section of its population. Energy also leads to the 

creation of new markets, businesses and job openings, which provide more 

opportunities for individuals to earn an income and lift them, their families and 

communities out of poverty. 

Jonathan (2018) opines that access to power expands the number and variety 

of businesses and job opportunities available.  Electricity means that small 

businesses, such as barbers, hairdressing salons, Laundromats, welders and so 

on, can rely on electricity to function and make a living for themselves. 

A lack of a consistent access to reliable power costs businesses and the economy 

as a whole.  Even with access to energy, unreliable power makes operating a 



109   africanscholarpublications@gmail.com                                                                              
 2021 

  

business even more challenging than usual. Nigerian business and 

manufacturing enterprises experience power outages. As a result, firms lose 

sales revenues. In the informal sector, where back-up generators are limited, 

losses can be higher. These losses have severe consequences for the health and 

growth of the wider economy, not to mention the dramatic impact in achieving 

other development objectives outlined by the Millennium Development Goals. 

Almost 8 in 10 Nigerian households rely on alternative sources of power as 

erratic power supply persists (NOI, 2018). 

From the above, it is clear that inadequate electricity supply in a country’s 

development is worthy of study. Hence, considering this scenario and aiming to 

shed light on the above stated aspects, this paper intends to explore the role of 

electricity supply in the economic development of Nigeria. 

 

Objective of the study 

The broad objective of the paper is the impact of the privatization of the power 

sector on the economic growth and development of Nigeria. 

 

Conceptual Clarification and Background Literature 

Though the paper is on the power sector in Nigeria, a general idea of what 

privatization is, is important. The conceptual clarification and background 

literature will cover privatization, economic development and economic 

growth. 

Privatization has been defined by various authors but only a few will be 

considered here. Oyejide (2001) defines privatization as the transfer of the 

ownership and control of a state owned enterprise (SOE) from the public to the 

private sector. The transfer may be full or partial and the transfer may be made 

to domestic or foreign private investors. The Privatization and 

Commercialization Act of 1988 and the Bureau of Public Enterprises Act of 

1993 defined privatization as the relinquishing of part or all of the equity and 

other interests held by the Federal Government or any of its agencies in 

enterprises whether wholly or partly owned by the Federal Government. El- 

Rufai (2003) the then Director General of Bureau of Public Enterprises defined 

it as the transfer of public or government owned companies to private persons 

or entities. 

With regards to methods of privatization, Bammeke (2003) opines that 

privatization does manifest in different forms. In addition to simple ownership 
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transfer, countries can also benefit from the privatization of management 

without privatizing the ownership of assets (like the failed management contract 

Nigeria had with Pentascope International of Netherland concerning NITEL 

under the one time Director General Nasir El Rufai). The company had to 

borrow from banks to pay staff salaries. At the end of the day, it was found that 

the management contractor had up to N100 billion pass through its hands (IT 

Telecom Digest, 2015)            

Privatization can also be done through leases and outright concessioning, 

through which private sector takes over responsibilities and service previously 

rendered by   the public sector particularly in a sector where it is difficult to 

attract foreign investors. Other forms of privatization include the transfer of 

public assets via management buyouts, initial public offers, employees’ 

buyouts, and so on. A more concise analysis of the various routes to 

privatization as provided by Salako  (1999) is as  below: 

• Selling of national concerns to private shareholders. 

• Share placement with institutional investors. 

• Issue of stock traded on the stock exchange. 

• Joint venture with private sector having majority shares. 

•   Sale of assets of the privatized company. 

•  Relaxing the monopoly right to allow for competition (the type 

given to Television and Radio stations which brought AlT, 

Channels TV, DBN, MITV, Ray Power, and others into 

existence). 

• Allowing private contractors to tender for the provision of goods 

and services hitherto reserved for government enterprise as 

witnessed in our communication sector, Intercellular, Multi-

links, Mobitel, Rel-tel which  are now on board with NITEL 

• Selling majority share to core investors. 

• Setting up an enabling Act for enterprises to perform, produce 

and sell goods and services as well as licensing some 

organizations  to subdue monopoly e.g. the Nigerian 

Telecommunications sector with the emergence GSM and other 

independent operators. Private universities and polytechnics 

have also come on board under this arrangement. 
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• Government calling for tender for road construction and 

maintenance by private organizations for a fee to be paid by 

all users. 

• Collection of government revenue being contracted out to 

private consulting firms e.g. Adekanola and Co and others who 

are now empowered to assess and collect taxes on behalf of some 

state governments. 

• Partial Divesture of Federal Government interest in major public 

enterprises currently operating in non – competitive sectors like 

electric power, telecommunications, oil and gas and the like. 

 

Economic Development can best be described in terms of objectives. These 

are most commonly described as the creation of jobs and wealth, and the 

improvement of quality of life. Economic development can also be defined as a 

process that influences growth and restructuring of an economy to enhance the 

economic well-being of a community (IEDC). In the broadest sense, economic 

development encompasses three major areas: 

Policies that government undertakes to meet broad economic objectives 

including inflation control, high employment, and sustainable growth ( Udochi, 

2016); policies and programs to provide services including building highways, 

managing parks, and providing medical access to the disadvantaged (Agbigbe, 

2016) and policies and programs explicitly directed at improving the business 

climate through specific efforts, business finance, marketing, neighborhood 

development, business retention and expansion, technology transfer, real estate 

development and others. The main goal of economic development is improving 

the economic well-being of a community through efforts that entail job creation, 

job retention, tax base enhancements and quality of life. 

 As there is no single definition for economic development, there is no single 

strategy, policy, or program for achieving successful economic development. 

Communities differ in their geographic and political strengths and weaknesses. 

Each community, therefore, will have a unique set of         challenges for 

economic development. Without adequate electricity to power the various 

sectors of an economy it will be difficult to bring about economic development 

Economic growth according to EDUCBA (2019) is the increase in goods and 

services produced by an economy or nation, considered for a specific period of 
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time. The rise in the country’s output of goods and services is steady and 

constant and may be caused by an improvement in the quality of education, 

improvements in technology or in any way if there is a value addition in goods 

and services which is produced by every sector of the economy.  Osondu, 

Asogwa, Agu & Aneke (2014) posit that it can be measured as a percentage 

increase in real gross domestic product. Where a gross domestic product (GDP) 

is adjusted by inflation. GDP is the market value of final goods and services 

which is produced in an economy or nation. It can be measured by the Human 

Development Index, which considers the literacy rates and life expectancy 

which affect productivity and could lead to economic growth. 

 

An Overview of the Power Sector in Nigeria 

Historical Overview 

Electricity generation in Nigeria began in Lagos in 1886 with the use of 

generators to provide 60 kilowatts (The Nigerian Economist, 1987). In 1923 tin 

miners installed a 2 MW plant on the Kwali River, and six years later, the 

Nigerian Electricity Supply Company, a private firm was established near Jos 

to manage a hydro-electric plant at Kura to power the mining industry. Then 

another private enterprise was established in Sapele by the United Africa 

Company(UAC) to power the activities of African Timber and Plywood 

Company (Okunumo & Achoja, 2010).Between 1886 and  1945, electricity 

power generation was rather low with power provided largely to Lagos and 

other commercial centers such as mining industries in Jos and Enugu (Simpson, 

1969).. The colonial government created an electricity department within the 

Public Works Department which then installed generating sets in many cities to 

serve government reservation areas and commercial centers. In 1950, the 

Legislative Council of Nigeria began moves to integrate the electricity industry 

when it enacted a law to establish the Electricity Corporation of Nigeria (ECN) 

with the duties of developing and supplying electricity. ECN took over the 

electricity sector activities within PWD and the generating sets of Native 

Authorities. In 1951, the firm managed 46 megawatts of electricity (simpson, 

1969). Between 1952 and 1960, the firm established coal powered turbines at 

Oji and Ijora, Lagos and began making preliminary plans for a transmission 

network to link the power generating sites with other commercial centers. In 

1961, ECN completed a 132 KV transmission line linking Lagos to Ibadan via 

https://www.educba.com/inflation-vs-deflation/
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Shagamu, in 1965, this line was extended to Oshogbo, Benin and Ughelli to 

form the Western System ( The Nigerian Economist, 1987). 

In 1962, a statutory organization, the Niger Dams Authority (NDA) was formed 

to build and maintain dams along River Niger and Kaduna River. NDA went on 

to commission a 320MW hydro power plant at Kainji in 1969 with the power 

generated sold to ECN. In 1972 NDA and ECN merged to form the National 

Electric Power Authority (NEPA). NEPA was the major electricity firm in 

Nigeria until power sector reforms resulted in the creation of the Power Holding 

Company of Nigeria and later privatization of electricity generation and 

distribution. Until the power sector reforms of 2005, power supply and 

transmission was the sole responsibility of the Nigerian federal government. 

 

Privatization of the   Power Sector in Nigeria 

Electricity-sector reform has been advocated by such international lending 

agencies as the World Bank (World Bank, 1993), the European Bank for 

Reconstruction and Development, and the Inter-American Development Bank 

(Inter-American Development Bank., 2000) and the World Energy Council. 

Due to the increase in the population of Nigeria and the absence of additional 

power plants, the available facilities became overstretched and this led to the 

reform of the power sector.  Major issues within the Nigerian power sector, 

principally concerning power outages and unreliable service, compelled the 

Nigerian government to take radical action. It enacted the Electric Power Sector 

Reform Act of 2005, which called for the unbundling of the national power 

utility company into a series of 18 successor companies: six generation 

companies, 12 distribution companies covering all 36 Nigerian states, and a 

national power transmission company. The act stipulated that ownership of 

these companies be granted to the Bureau of Public Enterprises (the 

privatization arm of the federal government) and the Ministry of Finance 

Incorporated. This unbundling paved the way for an ambitious privatization 

program to be carried out by the Bureau of Public Enterprises in Nigeria.  

In 2007, the Bureau of Public Enterprises hired CPCS Transcom Limited, an 

international consulting firm based in Ottawa, Ontario, Canada to provide 

advice about the best ways to move forward with the privatization of the 

country's 11 distribution companies and the 6 generation companies. In 2010, 

CPCS was consulted again in order to provide advice on the Nigerian 

government's privatization programme.  
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On 30 September 2013, following the privatization process initiated by the 

Goodluck Jonathan regime, PHCN ceased to exist. In its stead, the Nigerian 

Electricity Regulatory Commission (NERC) was formed. The independent 

regulatory agency, as provided in the Electric Power Sector Reform Act of 2005 

was tasked with monitoring and regulating the Nigerian electricity industry, 

with issuing licenses to market participants, and with ensuring compliance with 

market rules and operating guidelines (Oyewo,  Aghahosseini,  Bogdanov &  

Breyer,  2018) 

 

Power Generation in Nigeria 

Electricity in Nigeria is generated through thermal and hydro power sources. 

The main source of electricity generation comes from fossil fuels especially gas 

which accounts for 86% of the capacity in Nigeria with the remainder generated 

from hydropower sources. Before the beginning of the Fourth Nigerian 

republic, power generation was largely the responsibility of the Federal 

Government through NEPA. But reforms started in 2005 with the signing of the 

Electric Power Sector Reform Act which opened up the industry to private 

investors. In 2014, the sector was privatized with three groups having the 

responsibility of providing power.  These three groups are Gencos, Discos and 

one transmission company. 

 

Table1:   Electricity Generation in 2018                           

Month/Yr. Available capacity(MW) Average daily 

generation  

January 

2018 

          7,457 3,744[5]  

February 

2018 

            7,515 4,005  

March 2018             7,475 4,079  

April 2018              7,250 3,999  

May 2018                                   8,034 3,827  

                                       

 

                     "NERC Quarterly               

Reports". www.nercng.org. 2018 
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Power Generating Companies (Gencos) in Nigeria. 

Nigeria has 23 power generating plants connected to the national grid with the 

capacity to generate 11,165.4 MW of electricity (  KPMG. 2016). These plants 

are managed by generating companies (Gencos), independent power providers 

and Niger Delta Holding Company (NIPP). The major independent power 

plants prior to the power sector reforms are Shell owned, Afam VI (642MW), 

Agip built Okpai plant (480MW) and AES (270MW).The third sector is the 

NIPP, a project that was initiated in 2004 to fast track the development of new 

power plants in the country. Majority of the new proposed plants are gas 

powered plants. In 2014, the proposed capacity of NIPP plants was 5,455MW. 

 

Table 2: Power Generating Companies in Nigeria, Type and Capacity 

Company Type       Capacity  

Kainji Jebba Power Plc Hydro          1,330MW                               

Ughelli Power Plc Gas              942MW                                     [6]  

Sapele Power Plc Gas              1,020                                           [6]  

Shiroro Power Plc Hydro                600MW                                     
[6]  

Afam Power Plc Gas            987.2MW                                       
[6]  

Niger Delta Power Holding 

Company 

Gas                 5,455                                           ]  

IPP's Gas                 1,392                                             

Egbin Power Plc Gas               1,320MW                                      

 

Electricity Distribution in Nigeria 

Nigeria has eleven distribution companies (DISCOS) as shown in the table 3 

below 

 

Table 3: Power Distribution companies and their Districts 

Distribution company Districts  

Kaduna Electricity 

Distribution Company 

Kaduna including the districts of Makera, 

Doka, Birnin Kebbi, Gusau, Sokoto and 

Zaria  

https://en.wikipedia.org/wiki/Nigerian_National_Integrated_Power_Project
https://en.wikipedia.org/wiki/Electricity_sector_in_Nigeria#cite_note-kpmg-6
https://en.wikipedia.org/wiki/Electricity_sector_in_Nigeria#cite_note-kpmg-6
https://en.wikipedia.org/wiki/Electricity_sector_in_Nigeria#cite_note-kpmg-6
https://en.wikipedia.org/wiki/Electricity_sector_in_Nigeria#cite_note-kpmg-6
https://en.wikipedia.org/wiki/Electricity_sector_in_Nigeria#cite_note-kpmg-6
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Yola Electricity Distribution 

Company Plc 

Yola, Maiduguri, Taraba and Damaturu 

districts  

Enugu Electricity 

Distribution Company Plc 

Aba, Abakaliki, Abakpa, Awka, Ogui, 

Onitsha, Owerri, Nnewi, and Umuahia  

Abuja Electricity 

Distribution Company Plc 

Abuja, Minna, Suleja, Lokoja and Lafia 

Districts  

Ibadan Electricity 

Distribution Company Plc 

Abeokuta, Dugbe, Molete, Ijebu-Ode, 

Osogbo, Ilorin, Sango-ota and Oyo  

Jos Electricity Distribution 

Company Plc 

Jos, Makurdi, Bauchi and Gombe districts  

Eko Electricity Distribution 

Company Plc 

Festac, Ijora, Lagos Island, Ajah, and 

Badagry  

Ikeja Electricity Distribution 

Company Plc 

Lagos, Shomolu, Alimosho, Ojodu, 

Ikorodu, Oshodi and Abule-Egba  

Port Harcourt Electricity 

Distribution Company Plc 

Calabar, Diobu, Ikom/Ogoja, Borikiri, Uyo 

and Yenegoa  

Benin Electricity 

Distribution Company Plc 

Ado-Ekiti, Afenonesan, Akure, Asaba, 

Akpakpava, ‘ Ugbowo and Warri  

Kano Electricity 

Distribution Company Plc 

Nassarawa, Dala, Katsina, Dutse, 

Kumbotso, Funtua and Dakata districts  

Transmission (1 company): Transmission Company of Nigeria. 

 

Issues and Challenges Arising from the Privatization of the Power Sector 

in Nigeria 

The privatization of the power sector was meant to break the control of 

electricity generation and distribution from government, to ensure adequate, 

regular and stable supply of electricity to the consumers at a reasonable cost. 

But, since the unbundling of the sector and transfer of ownership to private 

sector operators, not much difference seems to have been achieved. 

Ogaji (2020) argues that a pivotal area requiring improved policy and funding 

support in order to bring about value addition, transform it and support the 

current diversification agenda of the government is the power sector.  Ogaji also 

opined that post-privatization progress in the power sector had been stunted by 

various deep-etched challenges. 

 

Primary Challenges 
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There are industry issues, some of which are related to the price of electricity 

(the tariff). Others have to do with the efficiencies of the current operators of 

the electricity distribution companies (DISCOs), in terms of how they 

enumerate the customers based on their franchise areas, or how they are able to 

meter the customers for people to pay for their use of electricity, rather than 

estimated billing. There are also infrastructural issues around availability of 

transformers, non- availability of enough pre- paid meters and electricity 

distribution infrastructures, which need to be upgraded and expanded. Some of 

these are discussed below. 

• Flawed Privatization Model: A former Executive Chairman and CEO 

of the Nigerian Electricity Regulatory Commission (NERC) argues that 

Nigeria’s Electricity privatization model was a modelling error and 

implementation failure (Amadi, 2019). Akanonu (2019) affirms that 

expectations were overly-optimistic and erroneous assumptions included 

revenue-sufficient tariffs, stable transmission infrastructure; an efficient 

bulk trader; government institutions would pay their electricity bills, and 

that the DisCos would be financially viable. The bidding process often 

penalized or eliminated conservative bidders with more realistic 

analyses. 

• Low Electricity Pricing:   Quaghe & Sajou (2019) posit that electricity 

in Nigeria is currently sold at a deficit of nearly 50%. While the true cost 

of producing and distributing electricity is estimated to be N51 to N68 

per kWh, the Distribution Companies (DisCos) are only allowed to sell 

at a regulated price of N31 to N36 per kWh. For this reason, the financial 

shortfall in the power sector reached N348.50 billion as at October 2018, 

according to data from the Nigeria Bulk Electricity Trading Plc. (NBET). 

At the moment, tariff is not at the level it should be to compensate for 

the cost of delivering the service. The Multi-Year Tariff Order (MYTO) 

became too low to cover costs due, after insufficiently accounting for 

increasing costs of generation and gas, and a weakening exchange rate 

for the naira. Cost recovery, and therefore return on investment, became 

impossible (Premium Times Nigeria, 2017). Nextier Power (2018) 

affirms that many years after, operational generation capacity has 

dropped by 33 percent, and only 23 percent of the cost of electricity 

production is recovered and Revenue has fallen by 85 percent 
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• Gas Supply Shortage: The Advisory Power Team, Office of the Vice 

President (2015) revealed that, post-privatization GenCos depended on 

gas for 80 percent of grid capacity, but gas infrastructure is weak, suffers 

from vandalism, and is vulnerable to Niger-Delta militancy (The 

Advisory Power Team, Office of the Vice President (2015). Major 

capacity shortfalls follow (Nextier Power 2018).Anyaogu (2020) 

affirms that two major challenges facing gas supply in Nigeria have 

been: poor enforcement of contracts in terms of payments to gas 

suppliers; and constrained production of associated gas related to crude 

oil production and potent vandalism .Gas supply assurance requires 

putting in place measures to prevent sabotage and ensuring consistent 

payment for gas supply. On April 15, 2020, the Federal government 

approved the payment of N200 billion to boost the supply of gas to the 

electricity generation companies (GenCos). Whilst the payment is 

welcome, a sustainable solution that will prevent a payment backlog 

buildup is more desirable for the long term (Okafor, 2020). 

• Liquidity Crisis: With GenCos and DisCos unable to recover costs, they 

have been unable to repay the $780 million borrowed from Nigerian 

banks for the initial purchase (Stillwaters Law Firm, 2014). 

Subsequently, the banks have been unwilling to provide further loans to 

GenCos and DisCos that would allow for investment in infrastructure 

improvements. 

• The Menace of Electricity Theft: Electricity theft in this part of the 

world, includes by-passing of meters, removal or damage of meters and 

illegal adjustment of meters. Furthermore, actions such as unauthorized 

and illegal direct connections to power lines also constitute electricity 

theft. The effects of the foregoing include amongst others, an increase 

in the cost of electricity for legitimate users. Ultimately, these acts 

curtail investments in the sector and thus, inhibit the much-needed 

improvement in the sector (Salman , Nazmat . Surajudeen-Bakinde, & 

Sani  2019) 

• Power Generators: The most efficient location for new power plants is 

the Niger Delta region due to the easy access to the sources of energy 

needed to run the plants.  
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• Transmission Network: Post-reforms transmission network continues 

to be government owned and operated and remains the weakest link in 

the power sector supply chain. Transmission lines are old and at the 

point of system collapse on any given day (Ogunleye, 2017). Even 

should more power be generated, the transmission network is unable to 

carry any additional power loading. Designed for a peak capacity of only 

3,000 to 3,500MW per day breakdown of the lines is a daily occurrence. 

Lack of maintenance and security challenges in parts of the country only 

add to the difficulties 

• Continuous Grid Improvements and Enhancements: A recurrent 

issue is the insufficiency of the capacity of the grid to wheel power in 

adequate quantities to the electricity distribution companies ( Sambo,  

Garba, Zarma &  Gaji, 2010).   

 

Achievements: According to Nextier (2018) some milestones have been 

achieved since privatization of the power sector in Nigeria which include 

the following:  

❖ Increase in installed capacity for power generation; 

❖ Expansion of the transmission network; 

❖ Some roll out of meters and modest progress to boost utility revenues; 

❖ Greater demand for power sector equipment that led to private sector 

investments and participation across the value chain. 

 

Power situation in Other Countries of the World 

Global Energy Trends( 2019) edition reports that most of the growth in global 

power generation in 2018 occurred in Asia (+6.1%): China accounted for nearly 

60% of global growth due to high demand coupled with the fast development 

of generation capacity, followed by India, Japan, South Korea, and Indonesia. 

Power generation also rose in the United States (+3.6%), as weather conditions 

and economic growth spurred electricity consumption, whereas it slightly 

declined in Canada. Power generation continued to increase in Russia 

(economic recovery), in the Middle East, and in Africa. It remained stable in 

Latin America, as the growth in Brazil and Mexico was offset by a strong fall 

in Venezuela caused by political tensions. In Europe, power generation 

remained stable despite growth in France and Turkey thanks to a higher 

hydropower and renewable power production (plus an improved nuclear 

https://www.enerdata.net/publications/reports-presentations/world-energy-trends.html
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availability in France). On the contrary, power generation declined in Belgium 

(significant nuclear unavailability), Germany, Italy and the United Kingdom 

(mild winter). Most of the growth in global power generation in 2018 occurred 

in Asia (+6.1%): China accounted for nearly 60% of global growth due to high 

demand coupled with the fast development of generation capacity, followed by 

India, Japan, South Korea, and Indonesia. Power generation also rose in the 

United States (+3.6%), as weather conditions and economic growth spurred 

electricity consumption, whereas it slightly declined in Canada. Power 

generation continued to increase in Russia (economic recovery), in the Middle 

East, and in Africa. It remained stable in Latin America, as the growth in Brazil 

and Mexico was offset by a strong fall in Venezuela caused by political tensions. 

 

Power Demand and Power Supply Deficit in Nigeria 

The reason behind electricity sector privatization was to increase supply to meet 

end-user’s needs or demand. Haritley (2012) maintains that the basic goal of 

reforms is to increase efficiency and that market prices respond to price changes 

in supply or demand than regulated prices. Mostly in the electricity sector, 

pricing, quality of service in terms of frequency, duration and unit of energy 

supply and extension of coverage areas are common benchmarks for 

determining electricity distributions performance as relating to consumers 

(Banross, Ibiwoye and Managi, 2011). 

In a World Bank Power Sector Recovery Program (PSRP) report (2020) Nigeria 

ranked 2nd largest electricity access deficit in the world as 80m homes live 

without power. This same world bank report states that the relatively small share 

of electricity consumed by industrial customers may be related to the prevalence 

of own-generation by industrial businesses. Among households, electricity 

access is still limited in Nigeria.” The report further stated that, “Up to 83.6 

percent of the urban population had access while only 39.1 percent of the rural 

population did. Similarly, the connection rate ranges from 26.7 percent in the 

northeast to 82.4 percent in the south-south zone. “The government’s target is 

to achieve 75 percent electrification by 2025, which would require doubling the 

number of households with connections by that date. To achieve universal 

access to electricity. 

“Both grid extension and off-grid solutions will be needed to provide quality 

services to the unserved and underserved households and businesses in a timely 

manner,” the bank added. The World Bank report on Nigeria (ESSA, PSRP, 
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2020) adds that residential customers accounted for about 59% of electricity 

consumed, while commercial consumers accounted for about 19% and 

industrial customers accounted for about 7%. The relatively small share of 

electricity consumed by industrial customers may be related to the prevalence 

of own-generation by industrial businesses. 

Fig.1. World Bank Power Sector Recovery Program (PSRP) report (2020) 

 
Source: World Bank on March (2020). (ESSA) of the Power Sector Recovery 

Program (PSRP) Before the 2020 World Bank report on electricity 

consumption by industries a lot was revealed   by  a Manufacturers Association 

of Nigeria (MAN) report,  which stated that  poor power supply is the biggest 

challenge facing SMEs in Nigeria., and that about 85% of Nigeria’s small 

businesses rely on  generators for supply of electricity (Naija 24 news,2017). 

 He further stressed that the power situation has raised the production cost of 

members of the association, adding that some members were no longer in 

business because they could no longer afford to pay for the cost of alternative 

energy. Still on the  report from the Manufacturers Association, of Nigeria 

(MAN), members  companies in the past three years spent N20.8 billion monthly 

on power generation to run production processes. . He added that companies 

had to bear so much loss as the outage often occurs when goods are in the 

middle of production. He said: “when you are producing and power is taken 

unannounced, goods in line of production would be destroyed.” MAN President, 

Frank Jacobs, said the ripple effects of the power shortages and constant 

outages were numerous, ranging from cut down in production, job loss to 

outright closure or relocation to other countries by industries. It will be 

recalled that Michelin and Dunlop tyre companies relocated from Nigeria to 
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Ghana because of the worsening power situation in Nigeria at that time (Okolo, 

2019).  

In the same vein (NEH,2018)  reveals that  the local manufacturers painted the 

scenario that about 70 per cent rise in cost of operations was recorded as power 

generation, which rose to above 4.500megawatts, suddenly dropped to less than 

1,200megawatts, resulting in load shedding by the power distribution 

companies.   For the executive secretary of Nigeria Association of Small and 

Medium Enterprises (NASME), poor power supply is the biggest challenge 

facing SMEs in Nigeria. He revealed that the power situation has raised the 

production cost of members of the association, adding that some members were 

no longer in business because they could no longer to  pay for the cost of 

alternative  energy (Ubiji , 2018)). 

In the banking sector, Nzeako, (2018) reveals that each branch spends over 

N4million on diesel in a month. When you multiply that figure by the number of 

bank branches in Nigeria With over 6,133 bank branches and each expending 

N4million on diesel a month, N48 million will go down the drain in a year, and 

this will amount to N294.4billion per annum across all the branches. 

In the aviation sector, many businesses are going through very hard times. It is 

estimated that the industry is incurring an additional cost of about N100 million, 

having to power its facilities on generators. A senior airport officials who 

handles the operations aspects of Nigerian airports and does not want to be 

named said “running the various government airports on private power 

generators had doubled cost of maintaining the airports and also stifled recent 

attempts to earn reasonable revenue as a business.” 

For Nigeria's booming tech industry, which is the biggest on the continent 

and accounts for nearly 14% of the country's GDP, McDonnell (2019)affirms 

that power shortages are particularly a problem, according to a survey of 93 

Nigerian tech startups, released this month by the Center for Global 

Development. The survey found that 57% of startups, most with fewer than 10 

employees, find electricity problems to be a "major" or "very severe" obstacle 

to their business, beating out other challenges such as corruption, taxes and 

government red tape. 

With households there is not much of a difference as almost 8 in 10 Nigerian 

households rely on alternative sources of power as erratic power persists (NOI 

POLLS, 2018). However a 3rd Quarter NOI (2019) Power Tracking Poll 

revealed that electricity supply to Nigerian households experienced an 

https://www.forbes.com/sites/tobyshapshak/2019/07/11/africas-booming-tech-hubs-are-backbone-of-tech-ecosystem-having-grown-40-this-year/#1cc5611c24c2
https://itpulse.com.ng/2019/09/09/ict-contributes-13-85-to-nigerias-gdp-in-q2-2019/
https://www.cgdev.org/sites/default/files/new-economy-africa-opportunities-nigerias-emerging-technology-sector.pdf
https://www.cgdev.org/sites/default/files/new-economy-africa-opportunities-nigerias-emerging-technology-sector.pdf
https://www.cgdev.org/
https://www.cgdev.org/
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improvement in Q3, 2019 as reported by 36 percent of Nigerians interviewed. 

Additionally, findings from the poll indicated that the cumulative hourly power 

supply increased to 9.6 hours in Q3, 2019. Despite this increase, it is still a far 

cry from the 24 hours power supply that is required to meet the power needs in 

the country. 

Nigeria’s power sector lost no less than N117.8 billion in 66days due to gas 

shortages and other problems between January and March 10, 2020. This was 

disclosed in the review of the sector in the outgoing first quarter (Q1), 2020 by 

the Federal Ministry of Power (Okwumbu, 2020). The development showed 

that the sector lost as much as N2 billion daily in some days during the period 

under review, with the lowest loss pegged at N1.47 billion on February 4, 

2020.Data obtained from the ministry and Transmission Company of Nigeria 

(TCN) and the Presidency, showed that the sector started with a loss of about 

N54.32 billion in the first month of the year. In Nigeria, unstable electricity 

supply appears not to have witnessed an end in sight. . Government and other 

stakeholders in the electricity sector must do more to increase electricity 

generation in order to meet the power requirement. 

 

Conclusion 

The impact of the privatization of the power sector on the economic growth and 

development of Nigeria is a very important topic because without adequate and 

sufficient electric power supply, it will be difficult for Nigeria to attain the 

sustainable economic development goals. This can be seen in the literature 

review where Aliyu , Ramli, & Saleh  (2013) argue that power supply 

difficulties cripple the agricultural, industrial and mining sectors, and impede 

(Kaseke & Hosking, 2013)  Nigeria's ongoing economic development. The 

World Bank Power Sector Recovery Program (PSRP) report (2020) fig. 1. 

Shows how pathetic Nigeria’s power situation is, as Nigeria ranked 2nd largest 

electricity access deficit in the world.  In fact, there has been an energy supply 

crises in Nigeria for as long as Nigerians can remember, in connection with gas 

supply shortages, incessant power outages without warnings, load shedding 

(especially during the Covid- 19 lockdown), grid collapsing, estimated billings 

to the chagrin of consumers, shortage of meters especially the prepaid ones, 

electricity theft, transmission problems because of inadequate infrastructure, 

and so many others.  In Nigeria, unstable electricity supply appears not to have 

witnessed an end in sight, but if the following recommendations are 
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implemented by the government; there will certainly be an end in sight to 

electricity problems in Nigeria 

 

Recommendations  

To ensure the sustainability and the minimizing of debt accumulation across the 

value chain, Nigeria may need to do the following: 

1. Nigeria should invest more on renewable electricity generation 

technologies which  harness a naturally existing energy flux, such as 

wind, sun, heat, or tides, and converts that flux to electricity 

2. Implement a true cost-reflective tariff to encourage more efficient 

service delivery and enable cost recovery for the investors in the sector. 

3. Sell some government shares to raise capital and take steps to attract new 

investors. 

4. Bolster the distribution network by expanding metering, completing 

customer and asset enumeration, and conducting energy demand studies. 

5. Reform the gas sector by adjusting gas prices to be cost-reflective, 

clearing outstanding debts to suppliers, signing pending supply and 

transportation agreement, and reinforcing risk mitigation requirements 

and gas supply commitments. 

6. Considering that Germany used wind and solar to produce about 72GW 

of power, are renewable energy sources not a viable option? 

7. Government should increase investment in the transmission sub-sector 

of the power network to strengthen the weak linkage notch between the 

GENCOS and DISCOS en-route customers 

8. State governments should be involved in electricity provision even if it 

is one megawatt in four years. 
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