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Abstract

The collapse of communism in the Soviet Union in the late 1980s signified an end to organized
impediments to the spread of globalization and this invariably led to the triumph of liberal
democracy as the promoter of good governance. Globalization actually provides an impetus for
socio-economic and political development. Successive Nigerian governments have found it
challenging to institutionalize democratic principles and embark upon sound socio-economic
policy initiatives in the country. This has led to questions being raised about the convergence
between globalization, sustainable democracy and the implementation of deregulation policy in
the Nigerian oil sector.

Therefore, the study engages in the crux of Nigeria’s development dilemma under the weight of
globalization. It explores the “pseudo-deregulation” in the oil industry, examines the capacity of
Nigeria’s state to embark on policy transformation. Furthermore, the study relates the roles of
local and international actors involved in the deregulation to economic development and quality
of democracy in the country. In achieving this, the dependency, dependent development and new
public management theories are utilized as frameworks of analysis. Although the government
maintains that the deregulation of the distribution and marketing sector of the oil industry is
germane for fiscal balance and socio-economic development. However, based on the influence of
global actors, the character of the Nigerian state and its primordial political elites, there is
compelling evidence to attribute the deregulation policy to mismanagement and corruption that
characterizes the oil industry. This explains the continued resistance to the policy by the
majority of Nigerians.

I found, in this study, that fraudulent data was generated by the government to justify subsidy-
cuts and the announcement of deregulation. The timing and implementation of the policy has left
much to be desired. Hence there is a need for a phased deregulation process that provides ‘safety
nets’ for the masses and satisfies other criteria for deregulation. State incapacity, structural
problems and the underlining political economy of Nigeria remain a challenge to effective
reform in the oil sector. I conclude the dissertation by reinforcing the argument that deregulation
in the sector is a systematic mechanism by the government to expand the orbit of corruption in
the downstream oil sector. Therefore, complete deregulation and subsidy removal, under the
prevailing socio-economic realities, would be politically costly and this would endanger political
stability in Nigeria.

Vi
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INTRODUCTION

At the centre of the study of politics has been the relationship between the political system,
economy and society, which prompts the emergence of the term political economy. The
continued intellectual debate generated by the politics-economy nexus and the quest to unravel
the convergence motivated this study; hence, the research is situated in the broad spectrum of
political economy. Lenin observes that politics is economics in tablet form (Amin, 1990: 126)
but this proposition is only applicable to the capitalist epoch of history, where capitalism
represents a mode of social organisation characterized by the hegemony of the economic

dimension.

Rejai (1995: 12) reviews the work of Karl Marx, who divided society into a substructure and
superstructure and argues that the substructure - economic foundation of society - contains the
means of production (the resources), the forces of production (the machinery to control the
resources), and the relations of production (the owners of the resources and the machinery). The
superstructure (politics) is everything that is not part of the economic system: art, philosophy,
games, and religion. According to the logic of economic determinism, the substructure shapes
and determines the superstructure.! Therefore, re-integration of politics and economy enhances
the study of political economy as a field of study, while globalization espouses the convergence

of the twin concept of politics (democracy) and economy (capitalism).

Embedded in the discourse of globalization is economic development and democracy, the main
question centres on whether economic development is a prerequisite or precondition to
democracy and modernization of politics. There have been heated controversies on whether
democracy or authoritarianism is the requirement for facilitating rapid socio-economic
development in the underdeveloped countries. According to Smith (2003: 277), three
perspectives responded to this recurrent debate in the corridors of political economy. The conflict
viewpoint argues that economic development needs an authoritarian government to instigate
policies required for rapid growth in the face of resistance.? It was inferred that democracy is

conceived as intrinsically unstable and permits the expression of domineering pressures to

1 For a more robust analysis of substructure and superstructure, see http://www.neo-philosophy.com/Phil101Weekl.
html.
2 This view is exhaustively discussed under dependent development theory in Chapter Two.



redistribute and consume societal resources instead of ensuring their accumulation and

Investment.

The second perspective, the compatibility viewpoint asserts that democratic and authoritarian
states are capable of aligning growth with distribution, which triggers expanded markets,
economic growth and development. The assumption here is that democracy remains a
requirement for a functioning market economy that accelerates growth, human development and
social equality. Lastly, the sceptical viewpoint is not convinced of the existence of any
relationship between democracy (politics) and economic development (economics), and believes

that economic development is attainable under any form of political system.

Background and Outline of Research Problem

The collapse of communism in the Soviet Union in the late 1980s signified an end to organized
impediments to the spread of globalization and this invariably led to the triumph of liberalism as
the only alternative to “good governance” (Akinola, 2009: 1; Adesoji, 2006; Ojo, 2004, Ake,
2000: 1). Smith (2003) advances this further:

The apparent globalization of political values and institution of political values and institutions
represented by the dissolution of the communist regimes in the Second World and their
replacement by systems of government broadly subscribing to liberal democratic beliefs and
practices, has lend credence to the view that there is an inevitable trend towards a universal form
of government on which all societies will eventually converge (Smith, 2003: 276).

Globalization has promised to fast-track democratization and sustainable development in Africa,
but it has not proffered solutions to the un-democratization of the world political-economic
order, as evident in the plight of Africa (Ake, 1981: 178). The globalization-democratization
nexus and its effect on economic development remains the core of intellectual discourse and
passionate debate since the 1980s (Aghion et al, 2003). It becomes pertinent to draw a direct
relationship between globalization and the “export” of market-based democracy to Africa, which
was initiated by International Financial Institutions (IFIs) as “conditionality”® to receiving

financial assistance (Stone, 2007; Khor, 2001; Larbi, 1999; World Bank, 1997).

3 Conditionality is a term used to denote what a nation-state must do in return for receiving a loan, debt relief or
financial assistance from IFIs and some bilateral creditors. The most sensitive of these conditions, in some parts of
the world, is the insistence that the recipient nation must embark on democratization. The conditions attached to
World Bank loans were called Structural Adjustment Credit, while IMF loans were called Structural Adjustment
Facility. Over time the term structural adjustment became synonymous with failed policies that undermine
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Since the beginning of the Hungtinton’s (1991) “third wave” of democracy across the world,
starting from Southern Europe to Eastern Europe, from South Asia to Latin America, and lately
down to Africa, advocates of globalization continue to celebrate this relationship. It is thus
important to examine the rationale behind the acceptance of neo-liberalism* worldwide, and the
“conditionality” clauses in the International Monetary Fund (IMF) and World Bank dealings
with Africa (Stone, 2007; Ake, 2000: 128; Larbi, 1999; Otsubo, 1996; Stein and Nafgizer, 1991:
173).

Although, protagonists of globalization highlight how the new international economic order
would rapidly facilitate development (Dorcess, 2006; Dunklin, 2005; Kura 2005; Grugel, 2003,
Stiglitz, 2002) it is surprising that since the mid-1980s, successive Nigerian governments have
found it challenging to institutionalize democratic principles and embark on sound socio-

economic policy initiatives in the country.’

This leads to questions around the convergence between democracy, democratization and
liberalization that argues for deregulation®, and the potential of ensuring the effectiveness of the
state, the utilization of its resources for the benefit of local population, and government’s ability
to discharge its responsibilities (Kura, 2005). Therefore, it is imperative to unravel how
globalization would help enhance Nigeria’s state capacity for economic transformation and

utilize the oil wealth for the benefits of Nigerians and development of the state.

The 1970s oil boom transformed Nigeria’s economy into a mono-cultural and what Oronto
(2003) tagged “petrol-capitalism”, while the mineral resources only benefited the Nigerian state

and its business partners, the Multi-National Corporations (MNCs)’ operating in the Niger Delta

democracy. This led the World Bank to rename it as Poverty Reduction Support Credits (PRSC), while the IMF
changed it to Poverty Reduction and Growth Facility (PRGF). The changes did not necessarily correspond to
changes in conditionality; See Jones and Hardstaft (2005).

% This is a new approach to politics, economics and social studies in which control of economic factors is transferred
from the public domain to the private sector. It is founded on the idea that governments limit deficit spending,
reduce or cancel subsidies, embark on the reform of tax law, remove fixed exchange rates, discourage protectionism
by opening up markets to competitive trade, and instigate policies of privatization and deregulation.

> Since the introduction of the IMF-controlled Structural Adjustment Programme (SAP) in Nigeria in the mid-1980s,
the Nigerian government has failed to establish good governance in the country.

® Deregulation (sometimes called “market loosening”) in the context of this study means the removal of statutory
barriers that prevents private operators from competing with state enterprises or ownership.

7 Examples of these MNCs operating in the oil regions are Shell, Exxon-Mobil, Chevron-Texaco, Total, and Agip.
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region.® The exploitative activities of the oil companies have impoverished the oil producing
communities (Ojakorotu and Uzodike, 2006: 93), while corruption, inept leadership, systemic
failure and dependence have constrained succeeding governments’ capacity to partner the oil
MNC for sustainable development in Nigeria and particularly the region. The environment of
poverty and conflict engender alienation, oil-theft, terrorism and armed insurgency against the
state (Akinola, 2011; Fagbadebo and Akinola, 2010; Mills, 2004). This differs from the
Ghanaian experience in the mining sector, where mineral resources greatly benefit the extractive
community (Ayee et. al, 2011: 10).” Scholars have unanimously argued that developing states
such as Nigeria exhibit several characteristics of state failure,'® but they differed on the factors
responsible for this. Uzodike (2009: 4) posits that ‘many African governments have remained
either criminally blind to, or unable to redress, the harsh realities of life for most of their
citizens’.

Nigeria got entangled in the web of globalization, historically through imperialism (Frank, 2004;
Ake, 1981: 20) and her relations with the Bretton Woods institutions (IMF and World Bank) in
the 1980s (Nabudere, 2000: 35). Despite the oil wealth of the late 1970s, by 1985, the state had
surprisingly become bankrupt with the collapse of external reserves (Adedipe, 2004), and the
urgency to instigate socio-economic development prompted the necessity to seek financial
redress and economic assistance from the IMF and World Bank. This was in the guise of
subsidizing the rapidly declining income from oil exports and facilitating non-oil sector growth
(Ibanga, 2005; Bamiduro and Babatunde, 2005). Nigeria, therefore, formally joined the global
network in 1986 with the adoption of a globalist-inspired Structural Adjustment Programme
(SAP)!! (Stone, 2007; Akinola, 2008: 55). Despite vehement opposition to SAP by Nigerians,

during its public debate under the Babangida military regime, the government went ahead to

8 Niger Delta comprises of the oil producing communities in the South-Eastern and South-South region of Nigeria.

° In Ghana, mining is acclaimed to benefit majorly the foreign interests and elites in Ghana. Conversely, the
Chamber of Mines, the industry’s business organization, argues that mining companies have contributed immensely
to the country’s development. See Ayee (2011).

10 The debate on whether Nigeria exhibits the attributes of state failure or collapse is presented in chapter four. For
more information on state collapse and failure, see Clapham (2002); Englebert, (2000), UNECA, (2011); Olajide
(2005), World Bank (1997); Ake, 1981; Mimiko, N. O. (2009) “Corruption and its Outcome: The Terra Nullius
complex in Nigeria,” Osun College of Education Journal; Mimiko, N.O. (2010) “Swimming against the Tide:
Development Challenge for the Long-disadvantaged in a Global System, Inaugural Lecture Series, O.A.U, Ile-Ife.

' SAP was the brain child of Margaret Thatcher, the Prime Minister of The United Kingdom and Ronald Reagan,
the President of the United States.



implement the policy (Ake, 1996: 32). The neo-liberal economic reforms were grounded on

deregulation and privatization'? policies.

The IMF exploited the opportunity to impose the “conditionality” of democratization on Nigeria
(Robert, 2010). The conditionality later moved from specifying certain economic targets and
acceptable policy tools to more direct involvement in the domestic politics of the borrower by
insisting on the inculcation of democratization into the agenda of such states (Stone, 2007). The
assumption was that the impact of economic reforms and the realization of meaningful
transformation of the productive sectors were typically undermined by obstructionist political
processes and systems (Uzodike, 1996). As such, it was imperative that political systems were
reformed to facilitate the operation of effective economic reforms by embedding key principles
such as transparency and accountability in the management of the economy. But, it was not until
1999 that Nigeria experienced an iota of political reform which expanded the political latitude

that led to the adoption of democratic rule.

The protagonists of the “global village” insist that liberalization offers the most assured road-
map to development in Africa (Adesoji, 2006; Iwilade, 2009: 4). Koelbe (2007) and Uzodike
(1996: 5) emphasize that democracy that aims to bring greater socio-economic justice and
equality is impossible in a context of open or free markets. SAP was acclaimed to have not only
structured the Nigerian economy to the requirements of global capitalism but also established
mass poverty (Eme and Onwuka, 2011; Akinola, 2008), which is antithetical to sustainable

democracy.

The contradictions inherent in the globalization of African economies provide a nuanced
argument about the instrumental role played by SAP in ensuring democratization, as citizens
opposed to the economic programme combined forces with civil society organizations to oppose
it and demand direct participation and democratic rights (Uzodike, 1996). In this way, SAP had
the unintended consequence of instigating democracy in developing countries. In the case of

Nigeria, the insincerity of the military regime truncated the attempt at democratization in 1993

12 Privatization is the transfer of state owned business organization and shares to the public, which has become a
worldwide strategy for achieving sustainable economic growth and development.
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(Dowden, 1993).!3 Nigerians violently reacted and turned the country into a site of mass protest,
nation-wide strikes and insubordination by civil servants. This led to a chain reaction that
disrupted governmental activities, which led to loss of government revenue. The human rights
violations that ensued attracted sanctions from the international communities. With this, the
country’s debt profile escalated, basic infrastructure had collapsed, impoverishment heightened,
while economic liberalization was intercepted under President Abacha (Adedipe, 2004), and

between 1994 and 2003, there was no clear-cut economic policy.

The Obasanjo-led democratic regime in 2003, appointed a Presidential Economic Team, which
developed a medium-term plan for economic recovery, growth and development known as the
National Economic Empowerment Development Strategy (NEEDS)!*. NEEDS sought to
implement socio-economic reforms that would lay a solid foundation for a diversified Nigerian
economy by 2007. Embedded in NEEDS was the policy of deregulation and privatization.
Although the government has announced another socio-economic recovery plan tagged vision
20:2020, but as long as the institutions of governance are not reformed and based on the
prevailing character of the Nigerian state, such policy would most likely end up like all its

predecessors - SAP, Vision 2010, and NEEDS.

Subsequently, the government announced the deregulation of the downstream sector of oil, while
the pump price of petroleum was increased in five successions in the guise of deregulation
during President Obasanjo’s administration. The exercise was adjudged unsuccessful; instead,
the government, at various times, continued to allocate oil blocks and redistributed oil wealth

without recourse to transparency (Idumange, 2012).

The processes for the deregulation of the oil industry was initiated in 2003 (Kupolokun, 2004),
but surprisingly, there was no concrete policy change since 1999 (Enemenoh, 2004), and this

caused excitement and apprehension across Nigeria. Deregulation was seen by Nigerians as an

13 The military regime embarked on democratization in the early 1990’s, the climax of which was the June 12, 1993
presidential election that was adjudged “free and fair”, but was annulled by President Ibrahim Babangida’s military
regime to perpetuate himself in power thereby elongatating military dictatorship in Nigeria. For more information,
see Dowden (1993).

4" For more understanding see the World Bank report on International Development Assistance Country
Partnership Strategy for the Federal Republic of Nigeria (2010-2013), Report No: 46816-NG, July 2, 2009, p. 58.
Many members of the Economic Team and Ministers in key government departments were former employees of the
World Bank, i.e., Okonjo Iweala, Eze Kwesili, Olusola Soludo. This further substantiated Nigerians suspicion of the
influence of IFIs in the government’s deregulation programmes.
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avenue to re-strengthen dependence and exploitation by MNCs and foreign interests involved in
the oil business. Since oil earnings amount to 80% of government revenue; hence, the continued
existence of Nigeria as a corporate entity, and her democratic survival depends on the

management of oil resources.

Apart from the June 12, 1993 democratic “struggle”, oil related issues have continued to
constitute the main threat to democratic governance in Nigeria. The execution of Ken Saro Wiwa
in 1995 by the Abacha regime and militancy in Niger Delta (Akinola, 2011; Ojakorotu and
Uzodike, 2006), the recurrent confrontations between the Nigerian Labour Congress (NLC) and
government over increase in the price of oil, and failed promises of palliatives to cushion the
effects of hikes in the fuel price, over the years, were oil-related concerns that had nearly

derailed Nigeria’s democracy.'’

On January 12, 2012, the Goodluck Jonathan administration reiterated its commitment to fully
implement the deregulation of the downstream sector with immediate effect. Hence, the
government’s payment of fuel subsidies was abolished in a widely broadcasted message.'®
Expectedly, Nigerians embarked on street protests, while the civil servants declared an indefinite
strike action.!” The revelation that the Managing Director of the IMF, Christine Lagarde, was in
Nigeria at around the time of the announcement, to persuade President Jonathan to commence
deregulation further energized Nigerians, under the aegis of the Nigerian Labour Congress-Civil

Society Coalition, to resist the move by all means (NewsRescue, 2012).

Against this backdrop I examine, in this dissertation, the deregulation of the downstream sector
of the Nigerian oil industry, and the influence of IFIs and foreign actors as progenitors of
globalization and democratization on the decision making power of the Nigerian state and
society that bears the brunt of the policy. In a broader view, I address the following questions:
What was the rationale for the deregulation of the oil sector? How much influence does

globalization have on the policy? What part of the downstream sector was deregulated and why?

15 See This Day, (2010) “Theory of Deregulation: Landmines and Pitfalls,” October 26.

16 The price of diesel and kerosene oil was increased and deregulated under the administration of President
Obasanjo, without any correspondent price parity with international markets. Nigerians felt deceived; hence their
resistance to any form of fuel increase under the pretext of deregulation. The argument of increased productivity,
gradual falls in prices due to market forces, and accountability that characterized deregulation fell on deaf ears. See
Awoniyi, 2012.

17 Nigerians, under the leadership of the Nigeria Labour Congress (NLC), have a history of mass protest and civil
disobedience in reaction to increases in the prices of petroleum products.
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What has been its success so far? Why did deregulation happen at the time it did? Why was it
implemented in the manner it was done? Who were the beneficiaries and what were their
incentives, interests and resources at their disposal? Why were the refineries not viable?'® What
were the implications of the deregulation for Nigeria’s attempt at development, and for

Nigerians? What role did civil society play in the democratization and deregulation project?

In specific terms, I address the following questions:

1. How capable is the Nigerian state in instigating policy reform in the oil sector?

2. What has been the motivations and trajectory of deregulation of the oil sector in Nigeria?

3. What has been the impact of deregulation of the oil industry on the state, democracy,
good governance and living standards in Nigeria?

4. Who are the actors and stakeholders in the oil industry in Nigeria and what have been
their roles, incentives and interests?

5. What lessons have been learnt from the study and what are the implications for

theoretical literature on the globalization-democratization-deregulation nexus?

In this study I address these questions in an attempt to provide understanding of the crux of the
“vexed” oil crisis. This I approach through a political economy framework. This requires a
holistic understanding of the political economy of oil, identifying the major actors involved,
exploring the government’s rationale for deregulation of the oil sector and consequent subsidy
removal, analyzing the cost-benefits of the policy, considering the socio-economic consequences
of the policy on the average Nigerian and the implications for democratic consolidation. I
therefore seek to contribute to the discourse on the impact of economic liberalization on enduring
development in developing states. I further seek to contribute to a better understanding of the

fuel subsidy regime and the complexities surrounding the management of oil wealth in Nigeria.
Rationale and Significance of Study

The study engages with the root-causes of Nigeria’s development dilemma under the influence

of globalization. The connection between globalization and political development offers an

18 Nigeria has four moribund refineries under the Nigerian National Petroleum Corporation (NNPC), which have
been put up for sale without success. One wonders why the foreign oil companies that control the upstream section
shows apathy towards investing in the downstream sector. In other countries, and as was the case up till the late
1990’s, foreign MNCs involved in oil exploration were main players in the distributing and marketing of petroleum
by-products, but local oil industries have dominated the downstream sector since the return to civilian rule in 1999.
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understanding of the factors responsible for the inability of Nigeria and other Third World

countries to compete in the global village.

Pevehouse (2002) decries the lack of empirical studies connecting international actors and
democratization, while Frank notes that:

Studies suggest that the global extension and unity of the capitalist system, its monopoly structure
and even development throughout its history, and the resulting persistence of commercial rather
than industrial capitalism in the underdeveloped world deserve much more attention in the study
of economic development and cultural change than they have hitherto received (Frank, 2004:
93).
Literature on the link between the two is not exhaustive (Stone, 2007); however, the exceptions
are (Huntington, 1991; Kura, 2005; and Pevehouse, 2002). Therefore, this study seeks to make a
contribution to the literature by focusing on the complexity of embarking on developmental
projects in Nigeria; a country that relies on oil exports for major government revenues. It is

important to explore the “pseudo-deregulation”!”

in the oil industry, examine the capacity of
Nigeria’s state to embark on policy transformation, and relate the roles of local and international
actors involved in the deregulation to economic development and quality of democracy in the

country.

Despite compelling evidence (discussed in chapter 6) from developed and developing countries
that deregulation is viable and capable of injecting dynamism into previously disarticulated
economies,’’ the underlying political economy of Nigeria remains a challenge. Umezurike
(2011) notes the unresolved gap in the literature on the political economy of Africa, especially
that of Nigeria. He also reiterates the dearth of studies on how the forces of globalization through

the economic reforms of the Nigerian state have greatly undermined democracy in the country.

This dissertation is specifically significant on three levels — methodologically, theoretically and
in terms of the practice of policy. Methodologically, in data collection, I adopt the method of
participatory observation. This becomes necessary due to the fact that I experienced the effect of
incessant hike in the prices of petroleum products over the years. As a Nigerian, residing in the

country, I was also a witness to the 2012 announcement of deregulation and the attendant

19 1 mean the complex deregulation in the sector that allegedly removes government subsidy from kerosene and
diesel oil, while the government claims the sharing of the subsidy on PMS with consumers.
20 Country-specific case studies are briefly discussed in chapter six.
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conflict between the population and government. I made appreciable observation at the time as

well as during my fieldwork in Nigeria specifically for this dissertation.

Existing studies of economic reform and deregulation mostly focus upon secondary data, and the
few that adopt, seek and obtain, primary data often fail to consult widely. Studies, such as that of
the Afrobarometer group, did not really accommodate all the stakeholders in the downstream oil
sector Lugman and Lawal (2011: 72). They focused mainly on the masses and this was achieved
through survey research, and the utilisation of close-ended questions rooted in a positivist
methodology. In this dissertation, 1 approach this differently. I adopt an interpretive and
qualitative methodology founded on semi-structured and unstructured interviews. The target
populations comprise policy makers, masses, civil society, oil companies, academia and both
protagonists and those who oppose of the liberalization agenda of the Nigerian government. In
terms of data analysis, I employ discourse analyse based on the deep-rooted phenomenon under

study.

Theory: Kombo presented five modes of deregulation: supply-side deregulation, demand-side
deregulation, complete deregulation, phased deregulation starting from the upstream sector, and
retention of the “status quo”, which he calls the “do nothing option” (Kombo, 2003: 7). With this
consideration, I weave through the contending theories of development and underdevelopment to
scrutinize the assumptions that globalization offers the most desirable path to Nigeria’s
sustainable development, through the liberalization of the Nigerian economy, and in particular,
the deregulation of the oil sector. By taking a critical standpoint and exploring radical political
economy perspectives (dependency and dependent development theories) I unravel the inability

of the oil-rich Nigerian state to convert the oil wealth to the benefits of the population.

Previous studies?! that address the policy shift in the oil sector have failed to reconcile
deregulation in Nigeria with any of the modes of deregulation given by Kombo (2003) and
successive governments seem confused on how to facilitate effective deregulation of the oil
sector. This study bridges this gap by providing a practical framework for sustainable
deregulation policy in the oil sector. Studies on this usually adopt the dependency school of

thought as the basis of analysis, but I advance the frontier of knowledge by drawing from the

21 See Kombo, 2003; Lugman and Lawal, 2011; Umezurike, 2012; Olaopa, 2009; Omisule, 2007; Eme and Onwuka,
2011; and Lewis, Alemika and Bratton, 2002).
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logic of dependency arguments and combining dependent development perspectives with new
public management (NPM) theory as a more appropriate lens to understand and analyse the

complex nature of the oil sector reform.

Literature on globalization-democratization nexus focuses mostly on the impact of globalization
on developing economies, but there is a dearth of studies on how these countries, like Nigeria
which is an oil exporting country, could maximize the benefits of globalization and reduce the
challenges of democratization and policy transformation. Hence, the study fills this lacuna.
Based on theoretical and empirical findings, this study provides theoretical understanding of the
crux of the deregulation policy and robust analysis of the cost-benefits of the oil industry reform,

especially in relation to democratic consolidation.

Practice of policy: The present Nigerian government has shown a commitment towards the
deregulation of the downstream oil industry, but the implementation of the policy has left much
to be desired. In this dissertation, I provide a practical policy framework for the successful
deregulation of the sector. I hope that this study will serve as a resource tool for policy makers
and stakeholders in the Nigerian downstream oil industry, and researchers interested in
development, globalization and policy studies. My findings provide empirical and theoretical
frameworks for other developing countries on the brink of embarking on economic or

institutional reforms, especially in the natural resource sector.

Research Objectives

The over-reaching objective of the study is to explore how globalization affects the economic,
social and political environment within which state and non-state actors operate in the Nigerian
oil sector. Other objectives are to:

1. Assess Nigeria’s state capacity to instigate sustainable deregulation of the oil sector.

2. Examine the rationale and implementation of the deregulation of the oil industry.

3. Assess the impact of deregulation on Nigeria’s state, economy and society.

4. Analyse the roles of stakeholders in the deregulation of the oil sector.

5. Explore the convergence between globalization and democratization and its influence in

the deregulation process in Nigeria.
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Structure of the Study

This dissertation is divided into seven chapters. In Chapter one I explore the concepts of

globalization, democracy and sustainable democracy, which is important for conceptual clarity.

Nigeria truly presents a case of young democracy, with all the associated crises of
institutionalising the ethics and values of democracy across all the facets of society. However,
the country has managed to maintain regime stability, prevent authoritarian relapse, while it’s
democratic institutions mature - though at a slow pace. The state has also been able to prevent
attempts at democratic reversals.?> There would be strains, but the country has demonstrated a
willingness to stick to democratic governance towards attaining an appreciable level of economic

development.

In chapter one — Concepts and Literature Review- I discuss the concepts of democracy, the
globalization-democracy nexus, and the liberalization policy of deregulation. This, I do through
the literature. I align with Li and Reuveny (2003) categorizations of the globalization-
democratization convergence into three perspectives: globalization promotes democracy,
globalization impedes democracy and globalization does not necessarily obstruct democracy, but
I have reservations about some of the assumptions about democracy and globalization. I contend
with the notion that presents globalization as the possible end of human development. The recent
contradictions inherent in globalization, which led to the global financial and economic
downturn of the late 2000s reinforced this position. This study examines the challenges of
democratic governance in an oil-rich country and reveals the contradictions of implementing the

3 in an impoverished society like Nigeria. It therefore

deregulation of essential public services
becomes apparent that liberal democracy has been erroneously conceived as a path towards
equity and equality in the distribution of resources and values. Liberal democracy, in a

globalized world, furthers the socio-economic gap between the capitalists and the population. In

22 Democratic reversals represent a substantial reduction in the survival potential of democratic governments, the
overthrow of a democratic regime or a breakdown of democratic governance. For instance, Svolik (2007: 1) reveals
that out of 193 democratic transitions from 1789 to 2001, 74 failed as democracies. For more on democratic
transitions and reversals, see theorists Svolik (2007); Huntington (1991); and O’Donnell, Schmitter and Whitehead
(1986).

23 Nigerians, due to the vast oil wealth, regard oil resources as their birth-right and consider the petroleum sector as a
sensitive industry that should be protected from global forces. The population believes that the policy would result
in the total neglect of Nigeria’s four under-performing refineries. They also strongly hold that the effective
management of the oil resources determines the level of improvement in their economic status.
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chapter two — The Theoretical Framework- 1 provide a theoretical discussion of the
modernization-dependency theory divide, and how dependent development theory tries to
reconcile the controversy between the two theories. The dissertation, however, reveals the
limitation of the dependent development theory in capturing the political economy of Nigeria. Its
challenge of proffering a realistic solution to Nigeria’s developmental crisis informed my use of
new public management theory, which recommends the transformation of the Nigerian

bureaucracy from public administration to public management.**

In chapter three, Reflection on Methodology and Methods of the Study, I reflect upon the
methodology of the study and provide the justification for the method of data gathering and
choice of analysis. I explain the motivations behind the choice of the research methods and
techniques employed, and how the respondents are purposively chosen due to their active

involvement in the Nigerian democratic and policy projects.

In chapter four, The Structure and Character of the Nigerian State, I interrogate the capacity of
the Nigerian state to manage the oil wealth in the interests of the population. Across Africa, and
particularly in Nigeria, the nature and character of the state has impeded many attempts to
facilitate successful economic reforms and good governance (Yagboyaju, 2009; Aka, 2007;
Ayee, 2005; Ake, 2000; Clapman, 2000; and Uzodike, 1996). Scholars from the South (Ake,
1981, 1996 and 2000; Amin, 2006; Rodney, 1972; Ferraro, 1996; Ake, 1981 and 1996; Frank,
2004; Nabudere, 2000) disagree with their Northern counterparts (Deutsch, 1961; Rostow, 1960;
Lipset, 1959) about the root-causes of the weakness of developing states like Nigeria. Their
arguments are embedded in the modernization-dependency perspectives which centre around
locating the incapacity and weakness of the state on either endogenous factors (internal

contradictions) or exogenous factors (external manipulations).

I locate Nigeria’s socio-economic and political crisis in historical perspectives — the history of
slavery, imperialism, colonialism and exploitation - however, a crisis of leadership generated by
inept and visionless ruling elites, and endorsed by the population, remains the major

developmental challenge faced by the country. The need for a strong state, with functional

24 The public administration-public management dichotomy is fully discussed in Chapter Two.
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institutional frameworks, is required before Nigeria can reach an appreciable level of

development.

In Chapter five, Deregulation of the Downstream Oil Sector: Motivations, Implementation and
Implications, 1 present a critical analysis of the motivations and decision to deregulate the
marketing and distribution aspect of the oil sector. Within this chapter I evaluate the realities and
costs-benefits of the deregulation, assess the influence of globalization in the development
project, and evaluate its effect on democratic governance. I review the strategies employed by
government in the implementation of the economic policy, and examine the implications of the
oil sector reform on Nigerian socio-economic and political realities. The section reconciles the
intent of the policy with policy implementation and the implications for sustainable socio-
economic and political development. I claim that the intent and implementation of the
deregulation policy by government was greatly flawed and based on false assumptions.
However, the reality in the oil sector and the reluctance of the Nigerian government to embark
on public management - driven by effective institutional reforms — makes deregulation a matter

of necessity and not of choice.

In chapter six, I review the activities and roles of actors (local and foreign) in the downstream oil
sectors. The oil industry in Nigeria is a thriving and attractive business®®, hence, individuals,
state institutions, companies, and even members of civil society scramble for participation and
struggle to influence decisions in the sector. The pressures generated by these actors (civil
society is an exception) led to the decision to fully deregulate the sector and remove subsidies on
all petroleum products. Aside from the weight of corruption impeding the effectiveness of the
Nigerian oil giant, NNPC, I discover that public institutions and state agencies in the oil sector
were over-bloated, redundant and weak. There is an overlap of roles and responsibilities among
these government institutions and agencies, which are not only counter-productive, costly,
wasteful, and confusing, but explain the inefficiency and under-performance of the sector in

terms of ensuring effective distribution and marketing of petroleum products in the country.

In the conclusion, I summarize the entire dissertation, draw conclusions and reveal the

significant claims I make in the dissertation. It becomes clear that the current structure of

25 See Alex (2009); Interviewee Number One, July 2013; and Interviewee Number Five, July 2013.
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Nigeria’s federation, the character of the ruling elites, institutional weaknesses and high level
corruption constitutes an impediment to the implementation of sound policy in the downstream
oil sector. I claim that deregulation and subsidy cuts or removal would not have arisen if the
Nigerian government had dealt with the crisis in the oil sector. However, with the reality of
subsidy-cuts and the full implementation of deregulation policy, it becomes very important for

me to highlight some practical recommendations for sustainable oil sector reform in Nigeria.
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CHAPTER ONE

CONCEPTUAL DEFINITIONS AND REVIEW OF LITERATURE

INTRODUCTION

The effect of globalization on economic development has been the subject of serious debate
since the early 1990s (Aghion, 2003). Literature is replete with discussion of the concepts of
globalization, democratization and economic liberalization (Grugel, 2002), mostly at a disparate
level, but there remains inadequate studies on the convergence between these concepts. Rudra
(2005: 706) reveals that systemic theories on the prospects of Less Developed Countries (LDC)
democracy in the contemporary epoch of globalization are non-existent. In the light of this, it is
imperative to explore how the globalization of liberalism and the activities of agencies of
globalization have engendered contradictions in the attempt to ‘democratize’ Nigeria’s economy,

especially in that of the downstream oil sector.

The study is not drawn into debates of the cost-benefits of globalization, nor does it provide all
the answers to challenges of democracy. Rather, this study focuses upon the issues surrounding
the impact of the deregulation of the oil sector on Nigeria’s democratic survival within the
framework of globalization. In order to do this, it is thus pertinent to offer conceptual
clarifications between democracy, sustainable democracy and democratic consolidation.
Although these conceptual terms could sometimes be ascribed to the same usage, in strict terms,

they allude to different meanings and interpretations.

1.1  GLOBALIZATION AND THE DEMOCRATIZATION NEXUS
1.1.1 Globalization as a Concept

Just like many concepts in political science, the meaning of the term globalization is very
elusive. Clapman (2002) tries to capture the series of ideas that revolve around globalization as a
phenomenon. Crockett (2011) reveals that the concept was established in the late 1800’s by

American entrepreneur Charles Russell, but was only popularized in the 1960°s by economists
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and social scientists. Globalization may be defined as an integrated set of developments which
are in the process of creating a single global economic, social and political structure, and which
necessarily, therefore, challenge and undermine the claims that have historically been made on
behalf of the state (Clapman 2002: 775). Globalization represents a process of establishing a
global system in which, important actions, occurrences and processes extend beyond a particular
territory. It signifies the imposition of the global on the local, and this influenced Attina (nd: 2)
to tag globalization as a synonym for homogenization, uniformization, Americanization and

Westernization.

Globalization is regarded as the process that condenses countries to become more integrated into
the global economy, which is characterized by a high degree of information and technological
flow, trans-national cultural convergence and more trade and financial openness (Li and
Reuveny, 2003). They Li and Reuveny further hold that the concept implies that nation-states are
advancing towards greater integration into the world economy associated with increasing
information flows, which engender unprecedented economic integration that breeds more trade

and financial openness, and cultural convergence around the global environment.

Tsai (2007) concurs that the concept triggers increased global flows and exchanges that increases
progress in human welfare. Globalization is also being seen, by Sirgy, as a multidimensional
diffusion of goods and services, values, international capital, technology, labour force and human
migration across national borders (Tsai, 2007; Asobie, 2001). Held et al (1999: 462) also opines
that globalization is a process that embodies a transformation in the spatial organization of social
relations and transactions, generating transcontinental or inter-territorial flows and networks of

occurrences, interaction, and power.

It represents not just interconnectedness and internationalization, but a force which is bringing
into existence a new world order that forcefully binds the entire globe together (Clapman, 2002).
Globalization describes a widespread perception that the world is rapidly being molded into a
shared social space by economic and technological forces, while development in one region of
the world can have profound consequence for individual, states or communities on the other side

of the globe (Kaarbo and Ray, 2011: 502).
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Globalization facilitates a better understanding and appreciation of the forces dominating the
international business and global economic environment and the critical economic and
institutional variables in most of the national actors in the environment (Mimiko, 2012). This is
made possible through the highly developed telecommunication initiatives that make the world

smaller, closer and more inter-twined.

Globalization is promoted by the rapid development in information and communication
Technology (ICT) (Yi, 2011) and the growing influence of international financial institutions
(IFIs) like the IMF, World Bank, World Trade Organization, international non-governmental
organizations and multinational corporations (MNCs) (Kura, 2005). Therefore, it presents an
emerging system of governance where Bretton Woods institutions (the IMF and World Bank),
international organizations and transnational corporations, serve as agents and agencies working

within a quasi-constitutional framework (Dunklin, 2005).

These organisations further facilitate the interconnectedness of national economies in the global
environment, which in itself remains a more potent way of exerting pressures on states than
exploring military might. The global economic order, termed globalization, represents a regime
in which states borders no longer impede the movement of resources, including capital, and in
one which creates a direct linkage of differing national economies into an independent global
economy, with the evolution of a shared set of global images (Mimiko, 2012: 43). The web of
this global unification transcends national borders and constrains the political and coercive

actions national governments take within state borders.

There are three major and broad perspectives on globalization namely hyper-globalizers,
skeptics, and transformationists. The hyper-globalizers celebrate a new global dispensation in
which people and economies everywhere are increasingly becoming subject to the global market
(Obi, 2004: 443; Ohmae 1995). This school of thought argues for the supremacy of global
market forces and the ascendency of the institutions of global governance, which continue to
impede states sovereignty (Foster, 2010). The skeptics see globalization as nothing but a myth
(Obi, 2004). The skeptics hold the view that there is nothing like an international economic order
and that the world economy is now less integrated than in the Gold Standard epoch, while the

international patterns of inequality have only changed marginally (Foster, 2010; and Hirst and
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Thompson, 1996). The transformationists, on the other hand, focus more on how people relate
within a rapidly evolving world (Smith, 2003; and Obi, 2004: 443). None of the three viewpoints

clearly capture the scope of globalization as conceived in this dissertation.

By globalization, I mean the exportation of liberal democracy and the open market economy,
from the advanced capitalist countries to developing countries, with the effect of subjecting the
politics economy of developing countries to the influence of global forces. This is achievable
through the development of information and communication technology. The resulting effect of
the domineering posture of the agencies of globalization (the IMF, World Bank and MNCs) align
with Clapman’s (2002: 775) argument about the reality of the withering away of state
sovereignty, which condemns states to the ‘role of managers or mediators of the impact of global

forces on their domestic political, economic, and cultural arenas’ (Clapman, 2002: 775).

Globalization is expected to result in democratization and establish conditions favourable to
structural transformation and change from totalitarian political systems to the rule by the people

(Cerny, 1999); the subsequent question addresses the rule of and by the people.

1.1.2 Sustainable Democracy

Government is always government by the few, whether in the name of the few, the one, or the
many (Lasswel, 1952).

Democracy originated from a combination of two Greek terms: demos, meaning “the people”,
and kratis, which refers “to rule”, and this represents a combination of an adjective, “demo” and
a noun, “cracy” (Ostrowski, 2012: 2). Democracy is derived from the Ancient Greek word,
démokratia, which ideally means majority rule. The Athenian democracy, otherwise tagged
direct or ideal democracy and popularly defined as ‘the government of the people, by the people,

and for the people’?¢

, represents a direct form of political participation. There are many
conception of democracy, but, the populist form of democracy seems the most commonly
discussed. Groups must agree to disagree; they must accept a framework of institutions

autonomy within the polity.

%6 See Finley, M.1. (1985) Democracy Ancient and Modern, London, The Hogarth Press., for the full interpretation
and limitation of the definition.

19



Scholars like Przeworski (2004) see democracy as a multilateral political arrangement that
involves agreement, consensus, compromise and negotiation. According to him, democracy “is a
regime in which groups of people with conflicting interests process their conflicts according to
some rules. To establish democracy, different they would process their conflicts. This is the
foundation of the democratic peace theory, which posits that democracy remains a sure
guarantee of world peace. The assumption behind this is that democracies do not attack another
one, and that democratic government has conflict resolving institutions that evades war within

the international system.

On the other hand, democracy is in operation where political rulers are selected by the people;
while political rulers are imperfectly realized through the political process, and when certain
supplementary constitutional rights (freedom of speech and assembly) and due process and
accountability are upheld. However, these rights, in contemporary political realities, are
interpreted and enforced by officials elected by majority of the population (Ostrowski, 2012).
Drawing from the works of David Held, Crockett (2011:1) holds that democracy is usually
regarded as the best form of government arrangement, the people’s rule and a “form of
government in which the supreme power is vested in the people and exercised directly by them

or by their elected agents under a free electoral system”.

The Lockean view?’ — supported by J.J Rousseau - ascribes democracy to a system where the
will of the people reigns supreme. It is exists where the primary determinant of the powers of the
state resides with the people have been contested based on the practicality of governance,
irrationality and dictatorship of the majority. This is what Oyekan (2009: 218) referred to as ‘a
rule of mob’. However, there is no denying the fact that what makes democracy distinct is the

opportunity afforded the people to make significant input into governance.

Ideally, as Dye and Zeigler write, democracy ensures individual participation in the decisive
decisions that affects their lives, while John Dewey feels that, ‘the keynote of democracy as a
way of life may be expressed as the necessity for the participation of every matured human being

in formation of the values that regulate the living of men together’ (Dye and Zeigler, 1990: 7).

27 Oyekan aggregates the viewpoints of John Locke and J.J. Rousseau and other scholars on the contested notion of
democracy. See Oyekan (2009).
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This type of political system was typically held to apply to two very small states: the city-state of
Greece and medieval Italy (Dahl, 1982). However, the vast size and complexities of
contemporary states made it impossible to exercise the modus operandi of the ancient
democracy: liberal democracy therefore becomes the closest to a democratic regime under global
governance. Dahl (1982: 5) submits that new political institutions differ from the city-states era,
and are therefore required to effectively operate the ambiguities of the contemporary nation-

states.

Dahl (1982: 6) refers to such assertion of people’s rule as an ideal, which would prove
unattainable in a modern state. He was skeptical about the possibility of satisfying the criteria of
the Athenian/direct democracy: equality in voting, effective participation, enlightened
understanding, final control over agenda and inclusion. He maintains that people could only
claim to govern themselves if their decision making power meets these criteria; and the
practicality of modern democracy fell short of this. He claims that organization autonomy is
“necessary to the functioning of the democratic process itself, to minimizing government
coercion, to political liberty, and to human well-being” (Dahl, 1982: 1). Under such
arrangements, the government cannot be highly participatory and the average citizen cannot have

much influence over it.

Dahl’s perspective on what constitutes democracy should not be taken out of context. Political
institutions, to perform effectively, need to be autonomous and strengthened to respond to the
rigours and complexities of democracy. However, the main object of democracy is individuals;
therefore, individuals should be empowered and enlightened to either directly or indirectly have

an effective control on the actions of these institutions of government.

This reinforced the assertion that the classical conception of democracy has truly shifted over-
time. A more decisive factor in its evolution was the exportation of capitalist-inspired democracy
promoted by the USA and other capitalist powers like France and Germany that favour limited
government. This manifests in the form of economic and political liberalization, otherwise
known as liberal democracy or pluralist democracy. Pluralist theory posits that individual

participation in decision making is impossible in a complex, metropolitan, industrial, capitalist
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society, and allows for interaction, compromise, accommodation and bargaining, among the

representatives of the people (Dye and Zeigler, 1990: 11).

Liberal democracy is more than the people’s rule. It represents a meaningful and broad
competition for government positions and authority through regular, free, and fair elections. It
also involves the guarantee of civil and political liberties, usually secured through political
equality under a rule of law, sufficient enough to ensure that citizens could develop and advocate
their views and interests and contest policies and offices in an enduring environment (Williams,

2003). James Mayall notes that democracy is:

Not just open representative government but also the fundamental human freedoms of
association, speech and belief and the rule of law by which these goods are guaranteed to all
members of the population whether supporters of the government or not (Grugel, 2003: 261).

Cammack (1998) re-echoes the notion of liberal democracy as an institutional arrangement for
arriving at political decisions that ascribe to individuals, the power to decide through competitive
elections. This represents indirect political participation, and what Almond and Verba refer to as
limited advocacy; a constrained mode of political participation that replaces the hitherto ideal of
active citizenship and the universal concern to guaranteeing effective governability in the

contemporary market-based democratic arrangement.*®

Narizny (2006) defines democratization as the act of establishing institutional conditions of
democratic rule. Some of the requisites include parliamentary responsibility for lawmaking,
competitive elections for parliamentary representatives, expansion of the franchise, and the rule
of law, judicial autonomy, civilian control of the military, and freedom of dissent. Deepening
democracy therefore depends on the number and effectiveness of these political institutions. The
goals and strategies of democratization provide the prerequisite for a transition to democracy;
however, it need not produce instant regime change immediately, but is expected to facilitate a

process that leads to the jettisoning of authoritarianism to a more democratic regime.

Democratization refers to improvements in the process of competitive elections, the existence of
periodic elections and universal citizenship, open and equal participation and greater respect for
civil liberties (Rudra, 2005; Ojo, 2004). Rudra (2005) holds that democratization is a movement

toward implementing the values of democratic rule: political development, regular elections,

28See Cammack (1998: 225) for more understanding of liberal democracy.
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guarantee of civil liberties, economic and political rights. Democratization could mean more than
this. It involves the process of institutional governance that facilitates the effective allocation of
resources within a specific geo-political entity and socio-economic development (Olayode, 2005:

38; Ojo, 2004).

Democratization represents more than just building democratic institutions, which helps to
prioritize the aspirations of diverse social groups and institutions in the formulation of
development strategies; it involves building a democratic state (Grugel, 2002). Grugel further
maintains that it must accommodate three variables: “institutional change (the form of the state),
representative change (who has influence over policies and to whom the state is responsible) and
functional transformation (what the state does or the range of state responsibilities)” (Grugel

2002: 70).

Democratization is a time-bound and gradual process that involves successive stages of
transition, endurance and consolidation, which facilitates the institutionalization of democratic
structures to facilitate structural transformation and change from authoritarian regime (Ojo,
2004; Dahl, 1971). Democratization could therefore be categorised into three phases: the
liberalisation phase, when the preceding authoritarian regime opens up or crumbles; a transition
phase, mostly culminating when the first competitive elections are conducted; and the
consolidation phase, when democratic values are negotiated and expected to be enshrined and

accepted by stakeholders in the democratic project (Linz and Stepan, 1996; Przeworski, 2004: 7).

The origination of democratization is easily traced to Portugal and Spain in the 1970s, but
rapidly engulfed the developing world in the 1980s and 1990s. The fast rate at which the world
yields to democratization prompted Huntington to tag it as the ‘Third Wave’, which later
penetrated Latin America and Eastern Europe, and subsequently became fashionable in Asia and
Africa. Samuel Huntington (cited in Russett, 1993: 132) identified five major factors that
triggered the waves of democratization after the end of the Cold War: deepening legitimacy
problems of authoritarian government unable to cope with military defeat and economic crisis;
economic growth that raised the standard of living, educational attainment and urbanization;
changes in religion institutions that constrained their capacity as defenders of the status quo;

changes in other states’ policy and that of international organizations to favour democracy and
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human rights; and the spill-over effect that entrenchment of democracy in one state has over

neighbouring states.

Smith (2003: 250-252) sets the record straight by contending that the third waves of
democratization actually started in Portugal in 1974, while the level of countries with some form
of democratic government raised from 28 percent in 1974 to 61 per cent in 1998. He also notes
the complexities of understanding the term democratic due to the degree of compliance or default
across many acclaimed democracies. Accordingly, regimes may be categorized as emerging, new
or consolidated democracies despite the circumvention by parliaments of presidential decrees
(Argentina), the disregard of constitutional boundaries by the executive organ (Taiwan), the
provision of veto powers to non-elective military officers (Chile and Thailand), and other
deviations from the ideals and values of democracy. Smith (2003: 259) concludes thus, “the
process of consolidating democracy entails strengthening democratic institutions (especially the
rule of law and the protection of civil rights), extending democratic processes and preventing

authoritarian reversals.”

Democratic consolidation, according to Pevehouse (2008), is the elimination of formal and
informal institutions that are antithetical to democracy, which takes the form of a struggle
between actors, who benefit, and those that think they could benefit from the existence of those
institutions, and those who do not. In such situations, both winners and losers have the

propensity to threaten democratic rule.

Aka (2007) has a similar but slightly deeper understanding of sustainable democracy. He sees it
through the lens of conflict management, which represents ‘the process of progressive
elimination or minimization of force and coercion, extreme repression, and related negative
conflict management techniques antithetical to democracy,” and this happens when ‘democracy
becomes so broadly and profoundly legitimate and so habitually practiced and observed that it is
very unlikely to break down’ (Aka, 2007: 236). This has been the thrust of Przeworski’s (2004)

point of relating democracy with the bargaining and conflict management capacities of a state.

Aka was quick to insist that the Nigerian democratic experience is nowhere near democratic
consolidation or sustainable democracy. There has been repeated and sustained arguments that

Nigeria does not present the ideal of sustainable democracy, however, the country has managed
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to maintain regime stability and undisrupted electoral process since 1999, while its democratic
institutions keep getting stronger, though at a slow pace. The state has also been able to suppress

many attempts at democratic reversals.?’

Dahl (1971) takes a critical analysis at the seeming “mad rush” towards democratization in
underdeveloped societies: a move been promoted by the IFIs. He builds on the writings of Lipset
(1959), and Almond and Verba (1963), and argues for a modernisation approach to
democratisation, emphasising that democracy has the tendency to emerge in countries with
high(er) levels of social and economic development (Dahl 1971: 8; Przeworski 2004: 9). Dahl
reveals that stakeholders in the democratization projects after the 1970s seem to be reaching a
consensus that structural factors, like underlying economic, social and structural conditions and
legacies, may have a strong effect on the prospects of democratic consolidation. Lipset warns
that:

Only in a wealthy society in which relatively few citizens lived in real poverty could a situation
exist in which the mass of the population could intelligently participate in politics and could
develop the self-restraint necessary to avoid succumbing to the appeals of irresponsible
demagogues (Lipset, 1959: 71).

The importance of periodic, free and fair elections in a consolidated democracy cannot be
overemphasized. O’Donnell (1996: 37) maintains that democracy is “consolidated” and very
likely to survive when elections and their surrounding freedoms are institutionalized. Linking the
consolidation of democracy with electoral institutionalization, Schumpeter (1950: 269) advances
the electoral struggle among political leaders and parties. Democracy is consolidated when all
interests, groups, political elites and citizenry have only one aim: securitization®" of democracy.

Democracy is thus seen as a necessity and and not a choice.

2 Despite a series of armed confrontations against the state, civil protests especially during incessant hikes in the
price of petroleum products, electoral violence, the state has tried to respond, within limited constraints, to these
issues, while the country has made steady progress towards greater democratic governance. It could also be argued
that these are the resultant effects of democratization, and should not be seen as democratic abnormality. See
Ottaway, (2000) “Democratic Reversals”, Georgetown Journal of International Affairs, available on
http://carnegleendowment.org/2000/07/01/democratic-reversals/407r., for more understanding of democratic
reversals. Also see, Azra, Naseem (2011) “The Long Shadow of Authoritarianism;” available at
http://himalmag.com/advertise/4349-the-long-shadow-of-authoritarianism.html.

30 This is an application of the Weaver’s (Copenhagen School) ‘securitization’ paradigm to the analyses of the quest
for democracy. Securitization of democracy signifies the attempt by the political elites to tag democratization as a
security concern; thus, the urgency to divert the state’s resources to the transition to democratic rule and its
consolidation.
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Based on the contradictions of democracy in relation to the electoral crisis in Nigeria and other
states in Africa, it is valid to reiterate the danger democracy portends to societies that are so
impoverished, with very low levels of literacy and where ethic cleavages are very strong.
Nigerians are still a long way from imbibing a democratic political culture and the ruling class®!
has rejected compromise and negotiation. Despite this, the political institutions in Nigeria are
becoming institutionalized to respond to the weight of demands associated with democracy.
According to Smith (2003), recent studies have confirmed that political institutions, a key
attribute of democracy have great implications for democratic stability; hence, institutional

weaknesses constitute impediments to democratic consolidation in most of the developing world.

Democratic consolidation, as according to Dahl (1971), requires the evolution of a democratic
political culture where all the main political actors, political parties, civil society and social
forces view and accept democracy as the only alternative for good governance. One of the
paradoxes emanating from ignoring the above assertion manifested in Nigeria, especially during
the 1980s and 1990s, whereby democratization was reduced to a transition programme, without
engaging in the institutionalization of democratic principles. The consequence was a botched
democratization programme that led to the June 1993 annulment of the presidential election and
the resultant crisis that ensued. It was not until 1999 that authoritarianism gave way to
democratic rule. This was after eight years of military rule after the 1993 failed return to

democracy.

Political leaders continue to praise democracy, but their subjects or followers often doubt its
effectiveness in realizing the goals of the common man (Plamenatz, 1973). He further argues that
representative democracy is feasible in communities that are economically advanced, in which
both geographic and social mobility are comparatively great and the people generally are literate,
and in which there is a large minority of politically active persons, drawn from existing social

classes, competing for political power, influence and popular support

31 Gaetano Mosca painstakingly conceptualizes the ruling class as the organized minority strategically in the
position of power over the majority, see http://www.enotes.com/topics/gaetano-mosca. The essay reveals that “the
majority, or those being ruled are thus implicitly in compliance with their rulers and working together toward a
common moral or legal goal is offered as democratic freedom”. For more on Mosca’s engagement of the “ruling
class”, see Cook, Thomas I. (1939) “Gaetano Mosca’s “The Ruling Class™”, Political Science Quarterly, Volume 54,
No. 3, pp. 442-447.
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Tordoff’s (2002: 225) study reveals that the most accepted preconditions for successful
democracy are a strong history of democratic institutions, competitive capitalism and a limited
government that accommodates a small public sector, industrialization, high literacy levels, and
the emergence of a relatively strong middle class. The Nigerian version of democracy succeeds
to create a monopolistic and hegemonic capitalism that deliberately allocates every sensitive and
major economic sector to a small political and economic elite and foreign capital. The level of
illiteracy in the country is alarmingly high, while the level of economic advancement is low. The
majority of Nigerians are downwardly mobile, while the economically active population is

riddled with joblessness.

Ake (1981, 1993 and 2000) condemns the blatant adoption of liberal democracy by African
states, insisting that such a political system is not sustainable based on their African realities.
Nigeria is a communal, pre-capitalist and pre-industrial society where primordial loyalties and
pre-capitalist social structures remain significant (Ake, 1993). Despite the years of relative
industrialization and entrenchment of capitalism, Nigerians still maintain strong attachment to
communal and primordial attachments. The strong attachment to communalism defines peoples’
understanding of self-interest, freedom and their status in the social whole. Therefore, the
foundations of liberal democracy do not hold in such a society. Notions such as individual
sovereignty or individualism (a core value of liberalism) exists in abstraction in Nigeria, except
in few urban centres. He warns that if the political system of a country like Nigeria is built
around a Western conception of democracy, then what this would achieve is a democracy of

alienation.

It becomes pertinent, accordingly, to de-emphasize abstract political rights and instead to
advocate tangible economic rights, since separating political democracy from economic
democracy or from economic well-being is alien to African society in general. Democratization
to Nigerians, for instance, is seen as a means of ensuring socio-economic development, with
effective and rewarding distributive strategies in favour of the masses; however, the Nigerian
state have failed to engage in economic transformation in the interests of the population (Ojo,

2004).

Liberal democracy, according to Grugel (2003) is not directed to effect changes in the realities of

the majority of people who suffer political marginalization in form of poverty and social
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exclusion, and who remain victims of either autocratic or violent governments. State institutions
in a country like Nigeria are accountable only to socio-economic and political elites, clans or
cliques. Robert Dahl (1971: 10) stresses the importance of accountability in a democracy and

presents three divergent modes of accountability: vertical, horizontal and societal accountability.

Vertical accountability creates an avenue for the citizens to hold their political leaders
accountable through the electoral process, as and when required. Horizontal accountability deals
with the possibility of institutionalizing accountability strategies within the political institutions
of government itself, whereby state institutions act as watchdogs within the clusters of other state
institutions. Lastly, societal accountability refers to the oversight roles of civic society, including
that of the independent mass media over the actions and inactions of the state. This form of
accountability is in the process of evolving in Nigeria, and this has severe consequence in the

distribution and allocation of power and resources.

It was found that formal processes of democratization have insignificant value “unless they are
accompanied by measures to redistribute social, economic and political power” (Grugel, 2003:
260). Ake (1981 and 1993) further argues that market-driven democracy highlights a different
mode of political participation, and one that is inferior to the African idea of participation. In
Nigeria, just like in other African states, participation by the local population is linked to
communality. Africans do not generally see themselves as self-regarding atomized beings in a
competitive and potentially hostile interaction with other members of the community. Instead,

their consciousness is focused in belonging to an organic whole.*

The contradictions between the feasibility of democracy in oil producing countries like Nigeria
have been a focal point of discourse. Michael Ross, relying on an empirical study of many
countries and regime types across the world, found that oil hinders democracy, and highlighted
three major factors that informed it (Kock and Sturman, 2012). The first is the rentier effect,
which explains how oil provides large revenues that governments could actually utilize to buy

citizens’ will and consent through patronage and other forms of benefits. There is also the

32 See Murithi, Timothy (2006) Afiican approaches to building peace and social solidarity, the International
Conference on Strategies for Peace with Development in Africa, The University for Peace, & the African union,
Addis Ababa, Ethiopia, 12 — 14 June.
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repression effect which infers that governments with high oil revenues are more likely to

increase their military expenditure, in the bid to suppress political dissent.

The third is what Ross (2001) called the modernization effect, which posits that economic
growth based on the narrow sector of oil exports fails to engender social and cultural exchanges
of broader forms of development. This could be tangible growth in the manufacturing or services
sectors, which is antithetical to democratization. Accordingly, “oil rents ... provide the incumbent
with a means of buying “social peace” via the corruption of politicians, the media and the
intellectual community” (Kock and Sturman, 2012: 134), while oil wealth directly capacitates
candidates of the ruling party in these states to buy votes during elections. The validity of this
was evident in strong allegation of “vote buying” and electoral corruption during successive

general elections in Nigeria (Akinola, 2009: 270).

Narizny (2006) rightly argues that the central contention of democracy is that, since the “third
Wave”®, the motivation for American loyalty in the export of democracy was not to foster
equality within a state’s border but to further promote the interests of MNCs and to legitimize the
rule of liberalizing economic elites, create a favourably environment for the spread of capitalism,
and safeguard the security of the West. Western democracies, truly support the procedural
elements of democratic rule in developing countries, such as competitive elections, individual
sovereignty and judicial autonomy, but oppose any effort to level the socio-economic playing
field, which is at the detriment for the majority that democracy is designed to protect (Ake,
2000).

Despite the avalanche of criticism towards both classical and contemporary democratic regimes,
the benefits of democracy abound. Narizny (2006) provides the justification for the export of
democratic values around the world. Aside from the promise of both human and material
development, he identifies the promotion of security as the most important motive for
democracy, and traces its logic from Immanuel Kant’s conception of a “perpetual peace” among
states with republican constitutions. Despite the tendency for democracy to prevent every form
of violent conflict within nation-states and the global adoption of democratic regimes remains a

sure path to global peace and security, according to the central arguments of democratic peace

33 See Huntington, Samuel P. (1993) The Third Wave: Democratization in the Late Twentieth Century, University of
Oklahoma Press.
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theory.** Furthermore, the expansion of transnational businesses requires the universal adoption
of democratic governance for its sustenance. Hence, peace and stability must be entrenched in
all potential investment countries to facilitate the expansion of business (Crocket, 2011). The
propensity of democracy to guarantee peace is based on the assumption that:

Democratic institutions reveal information, constrain decision-makers, constitute norms, and
represent preferences in ways that makes democracies unlikely to fight each other. Instead, states
with democratic regimes tend to form security communities, in which violence between members
is taboo and outside threats are faced collectively (Narizny, 2006: 17).

This aligns with Przeworski’s (2004) argument for institutional autonomy as an essential
corollary of democracy. Democratic states possess strong and independent political institutions,

which are empowered with internal conflict resolution mechanisms.

1.1.3 Convergence of Globalization and Democracy

As explained earlier, globalization evolved through the process of internationalization of
capitalism, which led to the creation of a global market government by market forces. The
evolution of global capitalism was accelerated by the core states that embarked on centuries-long
expansion of conquest and aggressive economic penetration of the developing states (Onigbinde,
2003; Ake, 1981). The drop in the consumption of products and goods in the advanced capitalist
societies, over-production as a result of industrialization, incessant logic of capital to keep on
expanding and accumulating, and the need to access mineral resources and cheap labour
provided the motivations of capital, investment and business enterprises in the west to reach

beyond its national borders.

Scholars like Li and Reuveny (2003); Grugel (2003); Kura (2005); Mubangizi (2010); Uzodike
(2006); and Pevehouse (2008) have raised concerns about the spread and effect of globalization
on democracy, and the pertinent question borders on how the deepening integration of the world
economy influences democratization, especially in developing economies. In a related study,

Mubangizi (2010) reflects upon the impact of globalisation on development and democratisation,

34 Democratic Peace theory maintains that liberal/democratic states will not go to war with each other. But, there is
the possibility these states will go to war with authoritarian regimes or stateless people. More information is
available online at http://www.faculty.maxwell.syr.edu/jbennett/124f04/4040930.doc.
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and explores the contradictions that arise out of the relationship. Gasiorowski and Power (1998:
741) hold that a comprehensive understanding of democratization must focus on both political
processes (elite decision-making) and structural factors (globalization). Other studies reveal the
associated challenges that further complicate this relationship in the specific context of African

states (Pevehouse, 2008).

Grugel (2003) drawing from the works of Mann (1997), traces the evolution of studies on
globalization and discovered that the concept was originally researched principally in relation to
the concern about how globalizing financial, trade and productive practices impacted on the
sovereignty and resources of the state, especially the western advanced capitalist states. The
radical political economy school of thought presents Marxist-inspired accounts of globalization,
which highlight the negative impact of the global spread of capitalism (Robinson 1998), while
the liberal school of thought presents a more optimistic view about the possibility of inventing

new forms of liberal internationalism.

This ideological and intense controversy has shifted towards acknowledging and identifying
what Scholte (2000) refers to as the cultural and social implications of global change. This
diverts attention from the ways in which globalization continues to reshape social and political
activism and the new role of global social actors in generating post-sovereign forms of global
governance, with the motive of facilitating democratization. Therefore, the direct linkages
between globalization and democracy have become a recurrent controversy within the body of
knowledge. Doces (2006) focuses on identifying the determinants of globalization’s resurgence
and democracy’s rise, inquires if the resurgence of globalization constitutes a determinant of
sustainable democracy, and tries to determine if the rise in democracy is a determinant of the
resurgence of globalization. Th study made attempts to disentangle the convergence between
globalization and democracy. The simultaneous emergence of globalization and political
liberalization has raised a number of questions among policy makers and researchers about the

connection between the two concepts (Olayode, 2005).

The recurrent intellectual confrontations between the radical political economists, otherwise
known as the dependency school of thoughts and the neo-liberalists, with a strong foundation in
the modernization school of thought, led Grugel (2003: 262) to propose three connections

between democratization and globalization. The first conceives globalization as the politics of
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democratic disempowerment (Scholte, 2000). This viewpoint is generally pessimistic about the
chances for democratization within the prevailing globalizing economic order. Grugel (2003:
262) maintains that democratic demands are squeezed out or suppressed by the hegemony of

global liberalism.

The second viewpoint represents the neo-liberalists and other agents of globalization, and views
globalization as an opportunity for (liberal) democratic global governance (O’Neil, 1991). This
represents the tendency to promote global governance via the transformation of existing
institutions, the establishment of new structures, or the introduction of mechanisms of
institutional accountability to socially representative institutions. For instance, the United
Nations and Amnesty International have been very prominent in the promotion of universal

human rights across the world.

The third perspective regards globalization as the radical remaking of citizenship (Kaldor, 2000).
Thus, globalization is seen an opportunity for democratization from below, through the
articulation of radical and contemporary forms of transnational -citizenship and social
mobilization. For example, the Shack/Slum Dwellers International (SDI) has been very active in
promoting the right to a quality of life for slum dwellers across the world.**> This viewpoint also
stresses the importance of creating and strengthening a global civil society. Global civil society
represents an avenue for establishing regimes of tolerance, civility and pluralism under the

assumption that activism within civil society will promote these values globally (Kaldor 2000).

Globalization has therefore provided a thought-provoking and novel avenue for questions and
concerns in relation to contemporary democratization projects across the world (Grugel, 2003:
261). There is a disparity between what globalization signifies in the West and its impact in the
developing and post-colonial world. After much scholarly debate on the convergence between
globalization and democracy, I align with Li and Reuveny (2003) restriction of the arguments
into three viewpoints:*® globalization promotes democracy, globalization obstructs democracy,
and globalization does not necessarily affect democracy. It is unanimously accepted that

globalization conceived as trade openness or short-term portfolio flows negatively impacts

35 For more information, see http://www.sdinet.org.
36 Li and Reuveny (2003: 30-39) present a tabular presentation of these three perspectives along with scholarly
citations and exhaustive discussion of each view.
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democracy while the manifestation of globalization as Foreign Direct Investment (FDI) increases

democracy (Doces, 2006; Rudra, 2005 and Li and Reuveny, 2003).

1.1.3. (i) Globalization promotes Democracy

The attractive prospects of globalization and the dynamism in international political economy
that expands democratic governance across the world made globalization a mechanism for the
entrenchment of the ideals of democracy (Rudra, 2005). This is based on the proposition that
capital market development has the tendency to unseat authoritarian governments by preventing
their rent-seeking activities and thereby increasing the bargaining power of business.
Globalization promotes democracy by constraining authoritarian states with limited incentives to
cling to power, while putting their radical policies in jeopardy (Crockett, 2011; Doces, 2006;
Rudra, 2005; Kura, 2005; Li and Rauveney, 2003). Doces (2006) also strongly believe that
openness to the benefits of foreign investment and trade brings prosperity that strengthens the

middle class to the extent of confronting and abolishing authoritarianism.

Globalization has made life unbearable for undemocratic government, thereby impressing on
authoritarian states the need to decentralize power as they relinquish their control to the workings
and progress of the market.’” Globalization could be said in this way to encourage democratic
structures which promote democracy. Since the global market relies on a capitalist democratic
value system, it becomes inevitable that organizations and institutions that support these values
have the propensity to expand into other undemocratic countries to ultimately establish or

promote democratic values.

Grugel (2003) asserts that globalization creates an enabling environment for democracy to thrive,
because democracy is believed to be the pathway to development and social peace and seems, as
an ordering mechanism, conducive to global peace, stability and development. Globalization
strengthens the distribution of democratic values over state borders. The more democracies
border non-democratic countries, the more the chances the country has of joining ‘the committee

of democracies’.

37 This process of allowing the economy to fluctuate is referred to as laissez-faire, a French expression meaning “let
it be” which allows industries to be free from state involvement in restrictions such as taxes and state monopolies.
See Crockett (2011).
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Pro-globalist scholars argue that globalization has provided life-saving opportunities for the
world population in different ways. Dunklin (cited in Held and McGrew, 2000) locates their
argument around a few variables: increased trade, new and better technologies, expanded media,
and economic growth as the tangible benefits of participating in a highly globalized economy.
Their position goes further to eulogize the dominant capitalist global marketplace that creates
wealth and some of the greatest innovations in world history. For instance, Stiglitz (2002: 18)
attribute the longer human life-span and increased higher standards of living to social and

technological advances made due to globalization.

Tsai (2007) contributes to the debate that unrestrained global flows and exchanges contribute to
human development and progress in human welfare. If globalization in this sense means “the
diffusion of goods, services, capital, technology, and people (workers) across national borders”
(Sirgy et al. 2004: 253), then, it is logical to consider globalization as a multifaceted diffusion

process that produces significant influences in human well-being (Li and Raveuney, 2003).

Sirgy et al. (2004: 271) articulates a proposition that global flows of goods and services create
more jobs, increase wage levels especially in the export sectors, and lower the prices of imported
goods, which increases the purchasing power of the exporting country. Sirgy et al. (2004)
further highlights global flows through cultural interaction, and submits that an increase in
MNCs and foreign workers provides the local population with opportunities to interact with

people of diverse socio-cultural, racial and religious backgrounds.

1.1.3. (ii) Globalization impedes Democracy

Li and Reuveny’s (2003) study reveals that the theoretical literature presents both contradictory
and complex expectations of the effects of globalization on national democratic governance.

They found that globalization corrodes the prospects for democracy in the following ways:

The emerging democracies among the LDCs lack the financial and managerial resources needed
to build social safety nets. As trade liberalization continues, the negative effect of trade on
democracy may increase. Similarly, the growing capital mobility accompanying globalization
produces a political dilemma for governments who want both economic competitiveness and
democratic political accountability. Footloose capital is generally not accountable to the public.
The mobility of capital reduces democratic governments' ability to respond to popular demands
for social welfare and effective economic management. Our findings imply that under economic
openness, the room for policy manoeuvring is obviously reduced. Hence, the threats to
democracy from financial inflows and foreign direct investments are substantial (Li and
Reuveny, 2003: 53).
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Ake (2000) and Mimiko (2012) demonstrate clearly how cleverly conservative autocrats*® and
petty bourgeoisie, with foreign collaboration, have stolen the democratic message and subverted
its major promises of effective governance. In general terms, research has found that despite the
apparent spread of liberal democracy, the possibility of genuine democratic governance is greatly
declining (Cerny, 1999: 1). This is more so because globalization generates a growth in

inequalities and the fragmentation of effective governance structures.

In reality, the world has also evolved into uneven internationalization that erodes state
sovereignty, policy transformation, responsiveness, and policy autonomy of democratic
governance generally in place of global competitiveness (Khor, 2001; Cerny, 1999). However,
the state is still the most important unit of analysis in the international system, but its decision-
making power, authority and fiscal responsibilities have been hampered by the domineering
influence of globalization. The essence of democracy is to subject state’s policy to the people’s

control, but globalization has redefined the workings of democracy itself.

Globalization, an integrated set of developments, is in the process of creating a single global
economic, social and political structure, which necessarily, therefore, challenge and undermine
the claims that have historically been made on behalf of the state (Clapman, 2002: 775). It
denotes not mere interconnectedness, but a dynamic force which is bringing into existence a new
world order, from which no part of the globe can be excluded. The mythology of unfettered state
autonomy may thus safely be consigned to the past: states can aspire only to the role of managers
or mediators of the impact of global forces on their domestic political, economic, and cultural

arenas.

The consequence of an increasing economic interdependence and social interconnectedness,
through the workings of globalization, is a tremendous loss of fiscal control and the growing
authority of markets (Ojo, 2004). Globalization actually results in the decline of the nation state,
as governments easily lose control over their economy, their trade and their borders, making the

state obsolete and democracy hollow (Crockett, 2011).

In a related perspective, Beck (2000: 11) notes the devastating effect of the global economic

order on state sovereignty and posits that sovereign nation-states are undermined by transitional

38 An autocrat is a leader exercising absolute power on behalf of the government.
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actors with different prospects of power, ideological orientation, identities and networks. It
therefore becomes challenging for African states to democratize when the nature and strength of
such states and the level of its activity and participation in the global market place has been

restricted by globalization.

The impact of foreign capital undermines the essential requirements of state autonomy,
patriotism and national identity. Scholars, such as Jens Bartelson believe that while globalization
threatens the expansion of state, it promotes opportunity for growth and increase in wealth. But
this has also heightened the socio-economic disparities between people, making nation-states less
democratic and progressively more controlled by the wealthy multi-nationals (Crockett, 2011).
Governments have to compete for foreign capital and restructure their policies to appease global

investors and industries, who act against the best interests of the voters.

Pevehouse (2002) rightly sees democracy as the outcome of a domestic political process that is
not influenced by actors within the nation-state, but became worried at the extent to which
international factors greatly influence domestic political outcomes through the activities of the
forces of globalization. Attina (n.d) stresses this point further by insisting that the global political
system comprises of states, the state system and a plurality of non-state actors, who are
interdependent and possess different abilities to influence the utility and distribution of global
resources, goods and values. The interconnectedness of national economies in the global
environment is seen as veritable means of exerting pressures on countries other than by military

might (Dunklin, 2005).

The importance of states as a system of potent political regulation of social life is confronted by
all manner of corrosive forces transforming and redefining the state’s capacities, capability and
competencies (Pevehouse, 2008). Thus, the state’s autonomy is threatened, while the internal
socio-political and the most sensitive economic affairs of a country are unprecedentedly
dependent on occurrences in the political systems of distant states (Ojo, 2004). Furthermore,
Grugel (2003: 267) and (Dunklin, 2005) acknowledge that globalization creates interdependence
between, and among states. However, it restricts state’s sovereignty and renders states less able
to control the expansion of the global polity or to respond to the diverse demands made upon

them. Globalization in this manner creates crises of governance and democracy. For instance, the
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majority of the Nigerian population (led by the Nigerian Labour Congress® and a coalition of
civil society) organizations vehemently opposed the removal or reduction of oil subsidies and the
deregulation of the oil sector due to the strong belief it was a policy dictated by the IMF and
World Bank, rather than a well-thought out plan of the Nigerian state.

Yi (2011) joins other scholars and confirms the perceptions of a large section of the Nigerian
population whom accuse globalization of reducing nation-states’ political latitude, which has led
to a convergence of neoliberal economic and social policies worldwide. He builds his argument
on the effectiveness hypothesis,*® which posits that governments, either democratic or not, accept
(or need to accept) the logic and workings of the market. This is without tinkering with market

forces, and what Adam Smith once referred to as ‘the invincible hands’.*!

Globalization, at the stage of monopoly and transnational alignment, has actually made those
hands visible. The exchange of goods and services are no longer mutually beneficial to all
participants, while market imperfection reigns supreme. The erosion of state’s economic power
engenders an unguided market, bad economic performance and financial crisis and impedes
governments’ ability to maintain generous welfare spending such as subsidies. Tsai (2007: 108)

also ascertains that agencies of globalization (the WTO, IMF, World Bank) pressurises

39 The Nigerian Labour Congress is an umbrella organization of all employees in Nigeria. Its establishment pre-
dated Nigerian independence in 1960. The Apena Cemetery Declaration of 1974 remains the most direct attempt to
establish a unified union for the Nigerian employee. This brought together the Nigeria Workers” Congress (NWC),
United Labour Congress (ULC), Nigeria Trade Union Congress (NTUC), and Labour Unity Front (LUF), which
signed a document to form a single central organization. The declaration was premised upon the Trade Union
Decree of 1973 which allowed for union mergers and federations. The merger was put into effect on the 18th of
December, 1975 at Lagos City Hall. According to Onuoha, the main mission of the congress is to protect, defend
and promote the rights, privileges, and the interests of all trade associations and unions affiliated to the congress,
their individual members and the working class in general; see Onuoha, Frank (2013) “Nigeria Labour Congress: A
brief History; available online at http://allnigeriahistory.blogspot.com/2013/07/nigeria-labour-congress-brief-
history.html#!/2013/07/nigeria-labour-congress-brief-history.html

40 Proponents of the “efficiency thesis,” otherwise known as the “globalization thesis” hold that a greater exposure
to trade puts national economies under intense competitive pressures. These efficiency-based perspectives predict
that globalization may contribute to limited government, reduced government provision of social services, reduced
government revenue-raising capacity, and lower levels of unionization. See Yi (2011: 476).

#' Adam Smith used this expression to describe the natural force that guides free market capitalism through
competition for scarce resources. In a free market, each individual will try to maximize self-interest, and the
interaction of market participants, leading to exchange of goods and services, enables each to be better off than
when simply producing for himself/herself. He explains that in a free market, no regulation of any type would be
needed to ensure that the mutually beneficial exchange of goods and services took place, acting under the
assumption that this "invisible hand" would guide market participants to trade in the most mutually beneficial
manner. See, http://www.investorwords.com/2633/invisible hand.html#ixzz2fbAX3QrV.

37



governments to adopt market-oriented reforms by reducing fiscal expansion and cutting social

spending.

The internationalization of democracy is expected to result (at some level) in the democratization
of national economies (Nwabueze, 1993 298). Ironically, the influence of world powers in the
process has defeated its original purpose. With the liberalization of African economies by the
Brettonwood agencies, Nabudere (2000: 37) argues that this brought ‘a new departure ... not
only for the restructuring and down-sizing of the state but also of redefining democracy in the
new down-sized state’. Ake (1997) was sceptical about the trans-nationalization of more
economic activities and argued that as long as important decisions are made in distant places,
often anonymously by the agents and forces of globalization (IMF, World Bank, MNCs), which

are uncontrolled by Africans. In such a situation, democratic choices become vacuous.

Globalization helps in the creation of a free market and represents a guise for the spread of
Anglo-American capitalism throughout the world (Dunklin, 2005; Held and McGrew, 2000;
Ake, 2000). The global capitalist system is characterised by inequalities and unequal trade
orchestrated by the USA and other capitalist powers. The richer the USA becomes, the poorer
the developing countries. For instance, per capita private consumption within the USA increased
by 1.9 per cent per year from 1980 to 1998, while that of sub-Saharan Africa experienced a 1.2

per cent annual decline at the same period (Sachs, 2001).

The exportation of capitalism across the world has left half the world’s population living on less
than two dollars a day and more than a billion people are currently surviving on less than one
dollar a day (Chua, 2003). Mubangizi (2010) further explains how globalization has transformed
the world into a global market for goods and services produced and supplied by powerful
transnational corporations and countries of the West. The business activities of these companies
are aggressive and mainly driven by the maximisation of profit. The effect has been tremendous
economic prosperity for developed countries, while it has ‘intensified poverty, created
unemployment and promoted social disintegration in the majority of developing countries’

(Mubangizi, 2010: 9).

Narisny summarizes the assertion that democracy inspires the creation of an enabling

environment for exploitation thus:
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1 argue that the grand historical trend of democratization is essentially endogenous to the game
of great power politics. It is the successful realization of a strategy executed by the strongest
states in the international system, Great Britain and the United States, to extend their own wealth
and power. Through the promotion of democratic institutions, they have sought to advance their
economic interests, create allies, propagate international norms, and reshape the international
order in their own image. Thus, democratization has served as an instrument of hegemony
(Narisny, 2006: 1).

In his own contribution, Umeruzike (2012: 25) explores how the forces of globalization have
greatly undermined democratic struggles in Nigeria, particularly through its economic reforms. I
note that the relationships between the forces of globalization and democracy in Nigeria are both
hostile and confrontational. The effects of foreign direct investment and the multilateral
management of the contemporary international economic order have collectively threatened the

democratic struggles of domestic social forces in Nigeria (Umeruzike, 2012; Obi, 2004).

Schumpeter argues that globalization promotes economic development that amplifies the number
of educated and well skilled citizens, which leads to the reduction of economic inequality
(Crocket, 2011). However, globalization exacerbates social inequality and jeopardizes the
progress democracy has made (Robertson 1992: 2). He insists that the inequality is not only
prevalent within a nation-state but applicable in the international community, where the cleavage
between the developed countries from the north and the developing countries from the south

continue to widen.

There is a sustained contention that globalization facilitates uneven relations and unequal trade
and development. It offers opportunities for development, if countries are able to take advantage;
however, its overall impact is extremely uneven within and between nations (Gelb, 2001).
Globalization corresponds to rising income inequalities within most countries, because it tends to
raise the demand for a skilled work force in the national labour force, and reduce the demand for
unskilled labour. Unskilled labour in industrial economies is increasingly being replaced by
workers of equivalent competence in cheaper wage locations; workers who are themselves
skilled within their own locations. This breeds inequality in both industrial and developing
economies. By this, globalization contributes to social exclusion, the lack of access to
autonomous livelihoods of a minimum socially acceptable standard, which is the bane of the

problems ravaging Nigeria.
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Tsai (2007) elucidates the need for caution in exposure to foreign goods, which is likely to

generate a negative influence via loss of jobs in domestic firms. He maintains that:

Globalization is an omnipresent power of ‘creative destruction’ in that global trade, cross border
investment and technological innovation enhance productive efficiency and generate
extraordinary prosperity despite old jobs are replaced and the wages for unskilled workers
necessarily fall (Tsai, 2007: 104).

Accordingly, globalization generates diverse forces and conflicting effects, whereby increased
efficiency and opportunities are juxtaposed with deepened exploitation and risks. A country like
Nigeria under the weight of global capital might encounter greater external exposures that lead to
greater societal instability, which could manifest in massive losses of jobs, especially by

unskilled employees.

It has been argued that globalized class structures lead to social and economic conflict
(Hoogvert, 1998; Grugel, 2003: 265). Accordingly, democracy, which is a consequence of class
conflict under industrial capitalism, is now blocked by the structures of globalized capitalism
thereby overpowering the capitalist class, while the resources of labour are tremendously
diminished. The growing globalization of international economic relations has certainly not
shifted economic power towards poor countries. Trade liberalization benefits these “modern”
societies rather than poor countries. Globalization generates internal social stratification by
benefiting some classes in the third world through the creation of an alliance between an
indigenous middle class, comprador bourgeoisie and foreign investors, MNCs and bankers
(Smith, 2003: 19). This negatively affects the developing societies where democracy in

practicality has become very challenging, if not almost impossible.

Kura (2005) agrees that global interconnectedness has stimulated the global upsurge and
expansion of democracy in several manners, but that Nigeria’s democratic experience has been
ambivalent. The effect of globalization on democratization in Nigeria is seen as a ‘two edged
sword’: globalization facilitates the adoption of many neo-liberal economic and political policies,
but its impact on the country’s democratization processes has been catastrophic. He maintains
that Nigeria was coerced into joining the global village without little or no preparation, and

submits that globalization breeds much discontent in Nigeria.
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Globalization has engendered a shift from a search for national strategies for development to a
competitive struggle for global positioning; hence, underdeveloped states are subjected to the
authority of global management doctrines for implementing neoliberal economic reforms and

thereby weakened as an agent of local social engineering (Grugel, 2003).

Despite expectations, globalization has failed the cause of the South, and successfully divides the
populations of many countries into winners and losers, but it has also divided regions of the
world into what Offiong (2001: 29) called “winners and sad losers”. Khor (2001) has thus
highlighted the reasons why African states seem unprepared to cope with the expansionist
character of the prevailing world order: weaknesses arising from the colonial hangover, heavy
external indebtedness, dependence on foreign donors leading to limited capacity to embark on

meaningful international bargaining and negotiations, among others.

In the case of Nigeria, as well as a few developing countries like South Africa, Umezurike
(2012) notes that the country became entangled in the web of globalization in the following
ways:
a) Mercantilist capital whose phenomenal roles were mostly observable between the mid-
15th and late 18th centuries.
b) European national capital assisted by multinational corporations whose objects were
mostly realized via colonisation especially between the 19th and mid-20th centuries.
¢) Transnationalism and multilateral institutions, such as the World Bank and IMF. The
workings of transnationalism have been via foreign direct investments, including technological

transfer and global financial management by the multilateral institutions.

Therefore, it might also be tenable to argue that the first confrontation between forces of
globalization and democracy in Nigeria occurred during the pro-independence struggle by the
mass-based nationalists during colonialism. Globalization endangers contradictory reactions
leading to fragmentation of cultures, which was manifested during colonialism. The
fragmentation results not only from the schism created by the global diffusion which has pitted
the new found culture, economy and institutions against their local or domestic and pre-existing
counterparts (Ojo, 2004). He notes that globalization also generates substantial social and
cultural resistance because of its uneven and in some cases marginalizing consequences within,

as well as between, countries and regions.
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1.2.3. (iii) Globalization does not necessarily obstruct Democracy

There has been a dearth of studies to buttress the point that globalization does not impede
democracy. It was found that literature on the effects of globalization on both developed and
developing countries does not seem to reflect the actual realities; hence, there are tendencies of
over-exaggerations and under-reporting the facts. After analysing a series of case studies,
O'Donnell, Schmitter and Whitehead (1986: 5) conclude that the effect of international factors on
democracy is indirect and marginal, unlike the general impression. Although, states have lost
some of their powers to global capital and international institutions, states still exert tremendous
control over their economy and state borders (Li and Reuveny, 2003). Li and Reuveny further
posit that since developing countries are not active players in the global economic system, the
effect of their economic openness on their democracy has been over-exaggerated, while noting
that since the advanced capitalist countries already enjoy stable democracies, globalization

would not impact upon their levels of democracy (Li and Reuveny, 2003: 38).

Others argue that globalization itself is not the problem, but instead, the problem lies in the
inability of states to adhere to the rudiments of the modus operandi of the forces of globalization.
Thus, they share the belief that if developing countries must reap bountifully from the
opportunities offered by globalization, they must be actively dedicated to, and guided by, the
policy directives of agencies of globalization (Omotola and Enejo, 2009). States have the choice
to either restructure any globalist ideology or adhere strictly to it: the two choices are bound to

yield different results.

Despite the pessimism of Rudra (2005: 708) towards globalization, he is of the opinion that
under conditions of globalization, provided that governments expand the size of the welfare
state, globalization could result in important advancements in human freedoms, which helps the
cause of democracy. Scholte (2002, 293-294) shares Rudra’s view and highlights six ways in
which citizen involvement in global governance organisations can increase democracy: giving
voice to stakeholders; enhancing democracy through public education activities; fuelling debate
in and around questions of global governance; demanding public transparency; increasing the
public accountability of global regulatory agencies; and granting governance agencies

legitimacy.
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globalization-democratization nexus:

In summary, the table below best captures the raging controversy and complexity in the

Table 1: A summary of globalization-democratization convergence

Democracy Promotes Democracy

Democracy Impedes Democracy

Democracy Does not
Necessarily Affect Democracy

Globalization promotes economic
development.

Globalization reduces state policy
autonomy and brings about public
policies that please foreign investors
instead of the common people.

The extent of globalization is
greatly exaggerated. The world
economy is not as integrated as
believed.

Globalization increases the demand
of international business for
democracy.

Globalization produces more
domestic losers than winners, at
least in the short run, and it also
diminishes the ability of the state to
compensate the losers financially

Globalization does not
necessarily render the welfare
state powerless. Increased
national economic openness
originates from the deliberate
choices of states.

Globalization reduces the incentives
of the authoritarian leaders to cling
to power.

Globalization enables the fast
movement of money between
countries, resulting in frequent
balance of payment crises and
unstable domestic economic
performance.

The effects of globalization
vary across countries,
depending on many variables

Globalization reduces information
costs, increasing contacts with other
democracies and making the pro-
democracy international non-
governmental organizations
(INGOs) more effective.

Globalization deepens ethnic and
class cleavages and diminishes the
national-cultural basis of
democracy.

Globalization pushes the
authoritarian state to decentralize
power.

Globalization enables the state and
the multinational corporations
(MNCs) to control and manipulate
information supplied to the public

Globalization strengthens domestic
institutions that support democracy.

Globalization degrades the concept
of citizenship, which is an important
prerequisite for a functioning and
stable democracy

Globalization intensifies the
diffusion of democratic ideas across
borders.

Globalization widens the economic
gap between the North and the
South. Globalization involves
mostly the DCs, draining capital,
technology and skilled labour from
the LDCs.

Source: Li and Reuveny (2003).

1.2 THE POLICY OF DEREGULATION

1.2.1 A Review of Deregulation
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The ‘iron wall’ that divides the twin concepts of liberalization - deregulation and privatization -
is very thin: they are occasionally used interchangeably in some contexts but there are some
levels of distinction between the two modes of economic policy**. Liberalization as a neo-liberal
economic reform refers to the slackening of governmental controls over businesses. This ensures
that businesses have more freedom to take decisions and can enter new areas with least
intervention from government* . The chief intent of liberalization was to dismantle the excessive
regulatory framework which acted as a shackle on freedom of enterprise and free large private

corporate sector from bureaucratic controls (Pathak, 2011).

Godwin and Dagogo (2011) strongly feel that deregulation of a state’s economy could be
conceptualized under three closely-knitted concepts: privatization, divestiture, and marketization
of the economy. However, Umezurike (2012: 53) defines privatization as the process of gradual
ceding to the private sector of such public enterprises which by nature and type of operations are
best performed by the private sector. Privatization and public sector reform marks what have
been termed “second generation” adjustment policies, an attempt at distinguishing them from
“first generation” policies, which focused almost exclusively on economic stabilization that SAP

propagates in Nigeria.**

Despite the vast literature on privatization, the concept still reveals a lack of clear-cut
understanding. It has become a generic term often employed to describe a range of policy
initiatives designed to alter the mix in ownership and management of enterprises away from
government and in favour of the private sector. It covers a continuum of possibilities, from
decentralization to market discipline. Narrowly defined, privatization implies permanent transfer
of control, as a consequence of change of ownership rights, from the public to the private sector.

This is different from deregulation.

Under deregulation, a great bureaucratic state gradually dismantles and replaces its control with

more effective and efficient governing of the private sector coming from the market itself

42 Economic policy is conceived as the action-statement of the government pertaining to specific sectors of the
economy, describing the intended objectives and how to achieve them. In most cases, the object of economic policy
is to improve the welfare of the people, either in the short-run or the long run. Theoretically, the formulation of an
economic policy involves the collection, arrangement, analysis, summary and interpretation of economic data, while
policy evaluation remains a critical part of the policy process. See Adedipe (2004) for more understanding.

3 This is available in http://in.answers.yahoo.com/question/index?qid=20071225104157AAbjodo.

4 See Baig etal. (2007) for robust analysis of privatization.
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(Howitz, 1986). Amin (1999) conceives deregulation as a deliberate policy which must be
consciously undertaken rather than a natural state of affairs that releases the strategies of large

enterprises from the constraints that states’ policies can otherwise represent.

Oparah (2005) is very optimistic about deregulation, and sees it as a corollary for sustainable
political development. Accordingly, it entails opening up of the market and de-monopolisation of
the hitherto state-owned and managed enterprises, which is part of the requirements of good and
transparent governance that liberal democracy represents. He believes deregulation is not only
essential for strengthening democracy but also for promoting economic prosperity. Deregulation
seeks not only to open up African markets for FDI and to limit corruption (Ayee, 2005: 6-35),
but also to abolish policy deficiencies, budget deficits and low productivity (Larbi, 1999).

According to Olaopa et al (2009), deregulation refers to the lifting of certain government
controls (such as price controls) on several aspects of a specific industry, like the oil industry. As
applicable to full deregulation in the oil sector, government is expected to not interfere with the
pricing, export and importation of oil products, or the establishment of retail outlets (petrol
stations); storage depots; ocean-receiving facilities; and refineries. Kupolokun (2004) lends
voice to the inevitability of deregulation of the Nigerian downstream petroleum sector.
According to him, it involves not just the removal of government control on the prices of
petroleum products, but also the removal of restrictions on the establishment and operations
including refining, jetties and depots, while allowing private sector players to be engaged in the
importation and exportation of petroleum products and allowing market forces to prevail. These
present a positive and developmental imagery of deregulation, but there were other protagonists
that critique the whole idea of neo-liberal economic policies as exploitative and counter-

productive in developing economies.

A full grasp of deregulation needs to be ideologically located within three major schools of
thought, namely classical liberalism, radical political economy and the consolidation of the
regime. The classical liberals, otherwise known as neo-classical economists or what Eme and
Onwuka called ‘economic internationalism’ and what Olayode (2005) refers to as ‘neo-liberal
orthodoxy’, support staunchly the liberalization policy of deregulation. The radical political
economy school of thought sharply opposes deregulation, labels it as a foreign construct, and

links it to a form of neo-imperialism. Pevehouse (2008) offers another perspective, which I term
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the regime consolidationist viewpoint. This school of thought queries the possibility of the
societal elites to accept such a policy in newly democratized societies. This is based on the fear
that deregulation might generate forces that would eventually truncate the progression into the

democratic political system.

The neo-classical economic tradition provides the ideological motivation for deregulation and
other globalist’s economic policies (Friedman, 1962; Boron, Horwitz, 1986; Boron, 1995;
Tabulewa, 2003; Eme and Onwuka, 2011; Lugman and Lawal, 2011). Their position is premised
on an open and competitive economy in which the forces of the market determine the working of
key economic variables. Relying on the postulations of the neo-classical economists, the Bretton
Wood Institutions (IBRD and IMF) advocate and promote the idea of a minimalist government
in their structural adjustment programme policy prescriptions in many developing countries

starting from the 1980s.

This perspective - built on Friedman’s, Adam Smith’s and David Ricardo’s ideas - is at the core
of prevailing neo-liberal policies, which now became the rationalizing principles of the neo-
classical liberals advocating economic liberalization (Baron, 1995: 34). They contend that the
best way to create political and economic prosperity is by freeing economic interchange from

political restrictions (Eme and Onwuka, 2011).

The school of thought resonates with the idea of non-government interference in economic
activities, and propagates individual sovereignty. Friedman presents the market as an opposition
to the state, treating the two as intrinsically antagonistic. Boron (1995) emphasizes the state’s
coercive and authoritarian posture, while the market is the cradle of freedom and democracy. It
follows that where the state is heavily involved in economic activities there cannot be talk of
individual autonomy and freedom. The inseparability of liberal democracy and capitalism

reinforces the contraction of state business in the act of doing business.

This viewpoint, in more recent times, gets inspiration from the adoption and successes of such
policies in the developed societies. Between the end of the 1970s and early 1990s, conservative
parties in the United Kingdom and the United States embarked on a sustained ideological and
policy agenda to dismantle the capacity, scope and role of the state in the bid for a return to the

‘free market’ dogmatism of the eighteenth and nineteenth centuries (Olayode, 2005: 26). Starting
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from the 1980s, liberalization policies in the form of public sector reforms were introduced in
favour of a market economy. According to Olayode (2005), these market economies were tagged
as ‘lean and mean state’ or ‘less government’ and a neo-liberal alliance of conservative
governments. The state was conceived as the stumbling block for sustainable development in
Africa by obstructing the free functioning of markets, impeding private enterprise, consuming a
disproportionate share of investible resources, extending its reach beyond what was desirable or
necessary, over-centralising the development process, and stifling private initiative (Olukoshi,
1996). State protectionist policies and interventionism were judged to be antithetical to economic

growth and development.

The radical political economy approach vehemently rejected the assumptions of the neo-classical
and neo-liberal theoretical rationale for deregulation and justification of other liberal economic
policies as a panacea for tremendous economic development in developing countries like Nigeria
(Frank, 2004; Ake, 1981; Samin, 1996; Gillies, 2009; Akinola, 2008; Robert, 2010; Thonvbere,
1989; Nabudere 2000; Dodwin and Dagogo 2011). Samir (1996) posits that economic openness
destroys local industry and creates new technology that breeds unemployment.** The local
population, who are mostly the targets of economic relief packages, becomes incapacitated and

stripped of their means of livelihood through the loss of jobs.

It was ascertained that the global push for liberalization as an instrument to accelerate economic
growth in Less Developed Countries (LDC) is a myth. Levine and Singh (Robert, 2010) believe
the World Bank and IMF sponsored financial, monetary or economic reforms would not benefit
the mass of the people in these societies. More importantly, this is so due to the variation in the
socio-economic structure of both developed and underdeveloped countries. Therefore, policy

reforms that tend to work in the developed societies would likely fail in developing countries.

Godwin and Dagogo (2011) capture their submission and argue that there is indeed a strong
convergence between capitalism, colonialism and imperialism, which presents a theoretical
milieu underpinning deregulation. According to this school of thought, colonialism severally de-
capitalized the developing economies, distorted and dislocated their socio-economic and

emerging political systems. This aligns with the dependency school of thought that the African

45 Many Nigerians lost their jobs after the privatization of the telecommunication sector as a result of a change in
ownership from government to private ownership; former government employees were relieved of their jobs.
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economy was disarticulated and specialized consciously in the production of raw materials to the
advanced capitalist countries in an international market with unequal exchange and gross
inequality. Thus, the colonized societies in the periphery depend on the metropolis for economic

survival in a profit driven and aggressive capitalist international system.

Political independence that characterized the early 1960’s and thereafter in many African
countries, like Nigeria, did not halt the tide of dependency, domination or exploitation; instead
what emerged became neo-colonialism and neo-imperialism*. Therefore, it becomes apparent
that the deregulation and liberalization of the Nigerian economy is an idea packaged,
masterminded and exported by the metropolis thorough the agencies of globalization such as the
World Bank and IMF to further the interests of the hitherto colonial powers and other advanced

capitalist countries (Thonvbere, 1989).

The local political and economic elites, inspired by economic nationalism were willing to lend
their support to any attempt to adopt a state minimalist ideology and insist that the state should
continue to play a crucial and major role in directing the development agenda of the state
(Olayode, 2005). This is founded on the far-reaching consequences of the success of the Russian
revolution, the social degradation caused by the great depression of the 1930s and the political
impact and outcomes of the two world wars, which led to the first serious pendulum shift

towards a more activist and interventionist role for the state.

Olayode (2005) buttresses this point by making references to the political economy of many
countries from the mid-1940s up to the mid-1970s, where states assumed greater functions and
responsibilities in the provision of public services, policy coordination and macro-economic
management and involvement in sectors of the economy, most importantly sensitive sectors,
through state-owned enterprises. The economic depression experienced in the late 21 century

(2008-2010), the triumph of the Socialist Party in France, the frantic resuscitating efforts of the

4 The two terms — neo-colonialism and neo-imperialism represent a new form of colonialism and imperialism.
Imperialism led to colonialism, and the end of colonialism was occasioned by political independence of the colonies
without outright economic autonomy. The sustained domination of the economy of the periphery by the former
colonial powers and their Western counterparts through exportation of capitals and dominations of MNC connotes
neo-imperialism. This is similar to neo-colonialism which was designed to use the weapons of economy in
influencing the political and economic decisions of former colonies. It is an act of reclaiming “lost kingdom and
protectorates” without affirming direct political authority on the hitherto colonized countries.
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President Obama-led regime in the United States Banking Sector and other state-protectionist

policies ignited by advanced capitalist countries tend to reinforce this trend.

The regime consolidationists are very skeptical about the survival tendency of the
democratization process when subjected to strain, which they attribute to the un-democratic
activities of some political elites that reaps the benefits of authoritarianism. The question they
usually raise, according to Pevehouse (2008: 3) is how emerging democracies would overcome
challenges to nascent institutions posed by anti-democratic forces that previously benefited from
undemocratic regimes that were authoritarian. The survival rate of contemporary democracies in
their infancy has been judged as low. Power and Gasiorowski (1997) found that one-third of all

young democracies fail within five years.

This is possibly one of the reasons why a deregulation policy was not introduced in Nigeria until
2003, four years of President Obasanjo’s regime. The societal elites (not necessarily political)
needed to be re-assured of the workability and credibility of the economic reforms before
supporting such action. Pevehouse (2008) further posits that if the elites are not convinced about
the sincerity of reforms, they are unlikely to lend support to the government. This lack of support
could easily lead to the mobilization of the masses to resist deregulation to the point of
jeopardizing democratic consolidation. The strong resistance against the deregulation of the
downstream oil sector by the Nigerian masses, civil society and a cross-section of Nigerian elites

should also be understood within this context.

Despite the oil wealth, Nigeria continues to grapple with economic development and struggles to
combat poverty. Alex (2011: 17) associates the endemic impoverishment with corruption, lack of
transparency and institutional incapacity. To reclaim the oil rich country from a “successful
failed state”, (Obi, 2011: 103) provides the motivation to deregulate the oil sector. According to
Obi, deregulation prevents parastatal losses and increases the environment for efficiency. A free
market economy, devoid of state intervention, will instigate economic prosperity that will
“trickle down” to the poorest members of society (Ayee, 2008: 83). This has been the position of
the international creditors that initiated liberalization across Africa in the 1980s and 1990s. The
IFIs responded to Sub-Saharan poverty, mismanagement and economic malaise by instigating a

refocus on economic growth through a structural reversal of state-imposed obstacles to the
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efficient operations of markets.” This was one of the government’s rationales for the

deregulation of the Nigerian downstream oil sector*® in 2003

The Nigerian oil industry®® was not subjected to market forces until 1973 when uniform oil
pricing was introduced throughout the country. This is one of the defaults of Nigeria’s

31 This injected complicity into oil

federalism, and what a respondent tagged ‘onward federalism
governance for many reasons, among which are: fluctuations in the price of oil in the
international market, crisis in the Niger Delta region, recurring increases in the price of fuel,
corruption and mismanagement, institutional weaknesses, bureaucratic incompetence, and the

insincerity of both local and international actors involved in the oil business (Kupolokun, 2004).

The government has raised alarm over the huge cost of subsidies, and the attempts to remove
subsidies have generated opposition from consumers already used to cheap energy prices due to
the presumption that any price increase will fuel inflation and reduce economic welfare. In 2006
the subsidy on oil was N261.1 billion (US$2.03billion) or 1.4% of GDP, it rose to N278.9billion
(US$2.3 billion) in 2007 or 1.3% of GDP, and tripled to N633.2billion in 2008 (US5.37 billion)
due mainly to a rising oil price and depreciating exchange rate. Thus, between 2006 and 2008,
government subsidy payments to NNPC and other marketers of petroleum products was N1,

173.2 billion (US$9.7 billion) (Adenikinju, 2009: 4).

Olayode (2005: 28) attributes institutional failures against good governance to over-staffing and

an over-bureaucratized public sector, while Alex (2011: 7) argues for the inability to establish

47 See Stein and Nafziger, (1991: 173); Ayee, (2005); World Bank, (1997).

8 Nigeria’s downstream oil industry comprises four refineries with a nameplate capacity of 445,000 billion barrels
per day (bbl/d), eight oil companies and about 750 independents all active in marketing petroleum products; See
Afeikhena, 2008; Kupolokun, 2004; Enenmoh, 2004; Operah, 2005.

4 See President Olusegun Obasanjo’s broadcast announcing the deregulation of oil sector on October 8, 2003.

30 Crude oil is the mainstay of the Nigerian economy; it shapes the economy and political destiny of the country.
This comprises crude oil and gas, including the upstream and downstream sectors. The upstream sector deals with
oil exploration, operated by MNCs, while the downstream sector deals with the distribution and management of
diesel, kerosene and PMS (petrol). The government has awarded oil blocs to marketers to import and distribute oil
under the management of state institutions. The Niger Delta basin is the largest along the West African coast; it has
246 production fields and 3,446 active wells. It has recoverable carbon of over 20 billion barrels of oil and 120 TCF
of gas. The confirmed deposit of the offshore is 6 billion barrels of oil. The estimated potential of the basin is 70
billion barrels. The crude oil reserve base was mere 25 million barrels in 1959; in 2012, it stood at 32.5 billion
barrels of oil and 187 trillion cubic feet of gas.

5! The principle of uniformity in the country is alien to effective governance. For instance, the same price is attached
to petroleum products across the country. This has generated complicity in oil governance due to variation in the
landing cost of petroleum products in locations that are very far from oil-depot. More of this is discussed in Chapter
Five, under The Subsidy Regime.
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responsive institutions that would ensure governance in the public interest. Gillies (2009)
reiterates the lack of transparency in the award process and insists that subsidy on petroleum
products creates further avenue for corruption via imports/exports deals, black-market sales,
delays on paying reimbursements, etc. She posits that the sector restructuring is germane and
involves introducing a new legal framework with new institutions, clear roles and cost effective
Nigerian National Petroleum Corporation (NNPC), strong and independent regulatory

institutions and is one that embraces less political interference.

In sharp contrast, a review of Robert’s study (2010: 3) raised some pertinent observations and
advised against Nigeria joining the privatization “train”. Robert (2010) made reference to
Wade’s work in 2009, which advocated that the West should jettison the attempt to frame
universal operational rules and rather promote the principle of “subsidiarity” and the legitimacy
of a diversity of regulatory frameworks that respond to differences in country preferences and in
levels of development. The spread of a single variety of capitalism through the World Trade
Organization (WTO), the IMF and the World Bank is harmful to developing states.

The study also reinforces the argument that deregulation increases fragility and inequality. A key
point here is that economic behaviour does not necessarily replicate identically in all countries;
hence economic structures, institutions and history play sensitive roles. Robert (2010: 4) also
made reference to Minsky’s model, insisting that deregulated market economies are not
dynamically stable systems that converge to full-employment equilibrium, but systems that are
cyclical in nature, in which crises are not unusual events. He attributed the collapse of the East

Asian economy in the mid-1990s to the IMF implementation of pro-USA policies.

A nationwide survey in 2000 by the Afrobarometer group, reported that 60 per cent of
respondents were of the opinion that the regime economic reform programme and policies have
“hurt most people and only benefited a few”, while 84 percent were of the opinion that “people
close to the government” have benefited the most from these reform programmes (Lugman and
Lawal, 2011: 72; Lewis, Alemika and Bratton (2002: 33). There are strong insinuations within
the public sphere that the deregulation of the oil sector is purported to deregulate the oil wealth -

in the form of corruption - and allocate the oil resource to new political elites.
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The report also reveals unanimous perceptions by the mass of the people that public policies
have failed to reduce social inequalities and have even aggravated such socio-economic
imbalances. There was a follow up study in 2001, which reveals that a cross section of Nigerians
are ambivalent about the course of economic reform as many are dissatisfied with the record of
liberalization policies. The report also found that about three-quarters of respondents believe that
these reforms programme have been detrimental to the majority of Nigerians and that the
burdens of economic reform have been unfairly and unjustly distributed (Lewis, Alemika and

Bratton, 2002).

Another opinion survey by the same group (Afrobarometer) in 2005 reports a persistent
disappointment and frustration with Nigeria’s emerging democracy and economic reform
policies. Using a measure of performance and legitimacy based on survey reports from 2000,
2001, 2003 and 2005, the Afrobarometer group stated that Nigerians are increasingly downbeat
about government’s efforts to manage the economy, encourage equity, provide quality education,

and limit crime.>?

Research conducted by the Strategic Union of Professionals for the Advancement of Nigeria
(SUPA)>? reveals that the fuel importation-driven deregulation would only boost the investments
of the operators, at the detriment of the users of the petroleum products (Ejiofor, 2010). A total
reliance on the importation of petroleum products, when the cost of refining locally (put at
N31.50k) is far less than the imported ones would result in more impoverishment of the masses.
The policy would undermine the utility of national assets and investments in refineries as it

would lead to the abandonment of colossal national investments in the four existing refineries.

The study also found that there would be increase in unemployment as employment
opportunities in domestic refineries and through industrialization would not be harnessed by the
operators, who jettison building domestic refineries but focus on importation, thereby subjecting
the masses to the dictates of international market dynamics like other non-oil producing

countries. This development, according to the professional body, would undermine Vision

52 See Lugman and Lawal (2011) and Lewis, Alemika and Bratton (2002) for the full report.

33 SUPA is an organization of Nigerian professionals whose membership is drawn from all disciplines committed to
professional excellence, ethical integrity, social cooperation, justice, selfless service and national progress. It is a
network for attaining professional cooperation, social integration, self-development and national services through
collaborative efforts and individual contributions; see http://www.supanigeria.org/.
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20:2020 and trigger hyper-inflation in the economy. The Central Bank of Nigeria (CBN)
Monetary Policy Committee (MPC) recently confirmed that the Nigerian economy is

experiencing hyper-inflation.>*

Deregulation leads to increases in the prices of petroleum products, energy, transportation, while
the spill-over effects would be felt in other sectors, thereby worsening the situation. These would
aggravate political and socio-economic problems due to increased poverty; incessant labour and
industrial crises; increased crime and hopelessness. The study concludes that with the

deregulation of the downstream sector:

Projects Costs will have to be reviewed and revised and this will hinder progress of
infrastructural development projects associated with government’s 7 Point Agenda. Since local
refining experts will have lesser opportunities in the face of reliance on importation, full
deregulation under this present circumstance, will undermine Nigeria’s technological
development (Ejiofor, 2010).

It is consequential to review the rationale and conditions necessary for genuine deregulation

policy.

1.2.2. Rationale and Conditions for Deregulation Policy

Gelb (2001: 3) traces the adoption of liberalization policies to the 1980s, which were
characterized by slow economic growth and financial crisis in Africa. He attributes the primary
cause to inappropriate policies adopted in the post-independence phase, in particular prices
which discriminated against exporters and rural areas, and excessive involvement by the state in
economic activities. In a related vein, Umezurike (2012) attributes the introduction of
deregulation as an avenue to unravel the limitations of democratic governance, especially in the
area of accountability, efficient public management and opening up of the hitherto central
economy to willing private enterprises and investors. Olaopa (2009: 206) opines that greater
efficiency, renewed investment, budgetary savings and the preservation of scarce resources for
the improvement of public finance serves as motivation for the deregulation option in many

developing countries.

>4 See http://www.cenbank.org/rates/inflrates.asp.
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Larbi’s (1999) position is close to the preceding perspectives. According to him, and in line with
neo-liberal arguments, the domineering roles of governments, their interventionist’s influence on
the economy and the negative performance of the state-owned enterprises (SOE), added to the
quality of economic management promised by liberalization and more output-driven policy-
making were seen as the key rationale for the deregulation policy. The urge for deregulation
became more established with series of policy deficiencies, bad and excessive management of
the economy, large-scale political and institutionalized corruption, weak unprofessional and

demoralized public services, low productivity and economic crisis (Larbi, 1999).

Verr tries to highlight fifteen important requirements before embarking on the deregulation
exercise, which are as follows (Olaopa, 2009):

(1) Defining the broad extent of deregulation privatization;

(i) Stating clearly the political, economic and social objectives to be achieved;

(ii1) Establishing clear guidelines or criteria for valuation; the choice of public enterprises for
privatization and for the choice of buyers;

(iv) Selecting techniques and, as necessary, their sequence appropriate to the policy objectives to
be attained and the needs of the public enterprises to be privatized; creating confidence in the
process, for example by starting with privatization that have a high prospect of success;
promoting effective corporate government, for example, through the participation of “core”
Investors;

(v) Ensuring transparency and accountability in the privatization process and using competitive
bidding to the fullest extent possible;

(vi) Mounting a programme to promote public awareness of the value of privatization to the
economy so as to contribute to the building up of a broad-based consensus;

(vii) Building marketing up front in each privatization operation in order to stimulate potential
interest among investors and thus to enhance the value of the public enterprise to be privatized;
remembering that, apart from “small privatizations” no two privatizations are the same;

(viil) Promoting popular participation in the privatization process through the allocation of a
proportion of corporate shares to small investors (“popular capitalism™) or through mass

privatization;
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(ix) Addressing the concerns of employees by paying particular attention to their acquired rights,
compensation measures for retrenched workers and to employment protection and job creation
measures;

(x) Promoting employee participation in the privatization process through the allocation of a
proportion of corporate shares, as reflected in the special provision of 10% equity to employees
of the privatized entity;

(xi) Addressing the concerns of consumers through appropriate regulation of privatized
monopolies and machinery to handle consumer complaints;

(xii) Taking steps, for example, by specifying conditions in sales agreements, in order to prevent
abuses such as unauthorized transfers to third parties of privatized enterprises immediately after
their divestiture;

(xiii) Defining the role of foreign participation with regard to large scale or strategic enterprises;
(xiv) Providing for safeguards in strategic enterprises in order, for example, to prevent hostile
takeovers; and

(xv) Establishing a mechanism of procedures for monitoring the progress and results of

privatization, including compliance with commitments made by private investors.

Ibanga (2005) also believes that for an effective deregulation exercise, there must be an
institutional constraint against collusion by the different investors and owners of the hitherto
government enterprises. The state must still be able to influence price mechanisms without
actually fixing any price ceiling, which might otherwise jeopardize the privatization or
deregulation exercise. Olaopa (2009) notes how important it is to create a supportive enabling
environment, including favourable macroeconomic conditions, a well-functioning legal system

and adequate financial markets and institutions for the private sector and enterprise development.

Furthermore, there must be the political will from the leadership to support the programme
considering the severe resistance it is bound to receive from the bureaucrats, civil societies, some
elites that are at the receiving end of the policy and the generality of the masses. It is still the
opinion of some analysts> that the deregulation in most cases, like in the petroleum sector in
Nigeria, should be implemented in phases to allow the state-owned enterprises to regain

efficiency before considering full privatization. Deregulation implemented hurriedly might not

53 See Olaopa (2009: 241).
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achieve the desired intention and at the same time public enterprises have been so inefficient and

unattractive to wiling private investors.

Stiglitz and Hay (1998) stress the necessity for deregulation to spur economic growth but
recognize the importance of creating an effective market economy in consonance with satisfying
some important conditions. Accordingly, sound economic policy requires good public
institutions, good laws, and effective financial institutions, which requires a vibrant judicial
system>® and capital markets for its effectiveness. It also requires a good Securities and
Exchange Commission like the United States experience; good protection of minority
shareholder rights, and what seems like trivialities; the institutional infrastructure that make
market economies work and readiness of the governments to play the sensitive role as a

complement to the market economy.

An associated reality of the deregulation in the downstream oil sector has been the complete
removal of subsidies on local consumption of petroleum products. The reform of price subsidies
remains an important element of IMF- supported programs across the globe. These initiatives
have brought prices of subsidized items at par and sometimes closer to their market-clearing
levels (Gupta, 2000). The study notes that subsidy reform is typically undertaken in the context
of macroeconomic adjustment, with the intent to achieve fiscal savings consistent with

stabilization of prices and exchange rates.

The reform of price subsidies would expectedly improve efficiency in allocation and promote
economic growth, but the likelihood of generating socio-political adverse effects in the short-run
was emphasized. However, these negative effects could be alleviated and eliminated by
implementing the reform in phases or establishing what Gupta (2000) refers to as social ‘safety
nets’. The study tries to provide conditions before subsidy withdrawal and plot a road-map for
successful reform but does not quite emphasize the divergence between subsidy withdrawal in

oil-rich and non-oil rich societies.

Furthermore, Baig (2007) focuses on the review of international experiences on deregulation of

domestic petroleum products and the cancellation of price subsidies and found that the following

36 Tt takes more than the overturn of the ruling party’s (PDP) victory in election - in some states - for the judiciary to
be vibrant.
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conditions must be met: liberalizing domestic petroleum product prices, or instituting a robust
automatic adjustment formula, combining price increases with a well-publicized package of
targeted measures to mitigate the impact on the poor, with at least some measures having
immediate impact, making transparent and publicizing the costs and beneficiaries of the present
system of subsidies, identifying priority public expenditures that are better targeted to poor and
middle class constituencies, which could be financed with budgetary savings from reducing fuel

subsidies, and getting the timing and size of price increases right.

1.2.3. Criticism of Deregulation Policy

Amin (1999) agrees that deregulation is a cautious policy, consciously initiated rather than a
natural state of affairs, whereby private enterprises are given the opportunity to conduct business
in their own ways, but according to the rules of engagement of a state. It was soon discovered
that these independent strategies of private industries do not constitute the coherent and
collaborative effort required for economic stability of a new reform order. Realities have shown,
according to Amin, that by their very nature they create distortion and expose the vulnerability of

the critical process of globalization.

Omisule (2007) also tries to see deregulation through the lens of globalization and concludes that
the oil reforms in Nigeria would further enrich the ruling class at the expense of the mass of the
people. He also queries the intellectual capacity of the Nigerian policy makers to fully
comprehend the intrigues of deregulation. He posits that these advisers have a misconception
about the strong forces inherent in the economy of the advanced capitalist countries that exports
deregulation and why they may be properly positioned to encourage participation in economic
liberalization. He appeals for caution in Nigeria’s rush to deregulate the oil sector due to the

sensitivity of the sector to the continued existence of the country as a wealthy nation.

Egbu (2009) queries any rationale for deregulation in the oil sector and is critical of successive
administrations, at least for the past twenty years, making it a point of duty to prioritize
correcting the wrongs in the petroleum sector. According to him, oil continues to determine
whatever reform is implemented by government. He wonders why little attention is directed to

resuscitating dying industries, fixing the erratic electricity supply, constructing world-class
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hospitals with proper healthcare policies, creating a modern transport system and the

construction of good roads.

He is so skeptical about the liberalization of the petroleum sector in Nigeria due to the high
tendency to consolidate the interests of foreign and local capitalists against the interests of the
national population. Omisule (2007) buttresses the above assertion and posits that complete
removal of subsidies from oil would tilt the masses towards unimaginable impoverishment that
would eventually trigger rebellion and mass protest. Egbu (2009) further explains that

deregulation:

Will mean opening the space for everybody who thinks he has the capacity to import fuel into this
country to do so. Mind you, the operational procedure is to import, so there will be capital flight,
because the fuel would have to be bought with our currency but at the international price. So
what happens is that we lose our money, they make the profits, and keep their companies going
including providing high paying employment for their citizens (Egbu, 2009).
The acceptance of deregulation couched in liberalization of the economy has deepened poverty
in the developing states, which creates economic tragedy in these societies (Dagogo and Godwin,
2011). The activities of the Bretton Woods institutions, in particular, have worsened the
economic status of states like Nigeria and further contributed to the underdevelopment of the

developing states in general. This repositions them as subservient economies that are entirely

dependent on foreign powers for survival.

Efforts at economic reform in the guise of privatization and deregulation are particularly riddled
in complexity and negativity. Nura (2003) claims that there is not a clear divergence between the
business class and the ruling class in Nigeria. The capitalist class who invests in the economy as
a result of liberalization policy are the same people occupying the most lucrative political
positions and high ranking public officials, which create a multi-dimensional problem by

successfully transforming public monopoly into private monopoly.

It was also discovered that the MNC conspires with the political elites to dominate and
monopolise investment in key areas of the economy such as the banking, oil, communication and
energy sectors that were hitherto liberalized. Their domineering posture impedes popular

participation and distorts the political economy of the country.
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CHAPTER CONCLUSION

The best contribution of globalization to the triumph of liberal democracy is the abolition of the
USSR-led communism in the late 1980s. With the demise of the organised impediment to the
global spread of democracy, globalization has taken its toll on the political economy of
developing countries. This is made possible through the integration of national economies into
that of the globalized centre under the control of the developed economies, such as that of the
USA, the United Kingdom, China, Japan and France. However, it is imperative to note that the
world economy was never globalized but concentrated in Europe, Japan and North America.
Also, the contradictions inherent in globalization that led to the global financial and economic
downturn of the late 2000s,>” and the crack in democratic governance across the world signify a
rethink of the basic assumption of globalization as the possible end of human development as

posited by Akinboye (2008).

Despite the development of liberal democracy across the world, there might be a tactical
withdrawal of IFIs insistence on “outright” liberalization of developing economies in the face of
economic nationalism in the United States and other capitalist powers.’® In the midst of these
realities, democratic governance continued to spread across the global environment,>® while the
strong relationship between globalization and democracy does not seem to decline. What would
remain contentious is the nature of the impact of globalization on democracy, especially on

emerging democracies.

Democracy has been erroneously conceived as a bridge towards economic equity or a sure path
to equality in the distribution of resources and societal value, or a means to equality in wealth;
democracy does not seem to promise these. Democracy signifies the creation of an enabling
environment of equal access to opportunities, and personal development, which would naturally

result in divergent levels of personal accomplishment and differing economic aggrandizement.

7 The world experienced an economic depression in countries like the United States, Britain, Germany, etc. This re-
enacted mercantilism; states embarking on economic nationalism by injecting funds to the private sector.

5% The Obama administration in the United States had to fund many banks, while the United Kingdom financially
rescued private company’s during the recent global economic crisis. This is a digression from the tenets of
liberalization and capitalism, and “limited government” being promoted in Nigeria.

9 The “Arab Spring” that resulted in regime change from a dictatorial government in Libya and Egypt to a more
inclusive system of government is a witness to the seeming triumph of liberal democracy as the sure-path to both
human and societal development.
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Macpherson (1977) shares a similar view by emphasising that liberal democracy translates into
the freedom of the stronger against the weaker based on market rules; or the equal freedom of

everyone to use and develop their capabilities.

Although globalization tends to facilitate appreciable levels of economic and political
development, it becomes worrisomely contradictory that global expansion has impeded the
expansion of democratic values in Nigeria.®® It was ascertained that globalization could only
flourish in an atmosphere of unhindered trade, liberalized markets and the unobstructed export of
capital, political stability, and individual sovereignty; only liberal democracy could guarantee
these. Globalization facilitates the opening up of Nigeria’s economy to the world and also
generates a paradox by strengthening the weight and units of opposition of organized labour

union and mass movements against deregulation initiatives in the oil sector.

Studies on the deregulation of the Nigerian oil sector focus on oil governance and bureaucratic
performance, without paying adequate attention to the impact of globalization and
democratization on the socio-political environment in which public officials, in a weak state
make decisions; this study fills this gap specifically in chapter four. In general terms, the
literature is exhaustive on the link between globalization and democratization (Kura, 2005;
Rudra, 2005; Grugel, 2003; Chua, 2002; Li and Reuveny, 2003), the nexus between economic
reform and democracy (Uzodike, 1996), the political economy of oil governance (Alex, et. al,
2011; Eme and Onwuka, 2011), the cost-benefits of deregulation of the oil industry (Kupolokun,
2004), the underdevelopment of emerging democracies (Frank, 2004; Ake, 1981; Amin, 1996).

However, no existing study has reconciled the interface between globalization, democratization
and deregulation of the downstream oil sector in a country with an oil-rich developing economy.
This study tries to fill this lacuna in knowledge. This is achieved by formulating and testing
causal mechanisms and linking the influence of globalization to deregulation policy, and relating

the impact to the quality of democracy in Nigeria.

80 UNDP in 2007 released the following as indices of sustenance of democracy; popular participation, governmental
legitimacy and acceptance, promotion of equity and equality, promotion of gender balance, observation of rule of
law, regulation rather than controlling governance, service oriented governance, and ability to define and take
ownership of national solution; See Akinola (2009).
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It has been observed that scholars and policymakers try to over-exaggerate the supra-nationalism
of globalization and downplay the continued relevance of states that possesses the choice to
regulate the activities of capital over its national domain. Although, the level of control a state
could muster depends on the states’ resources and the weight of MNCs involved. Without
overlooking the triumph of the present global order and influence of global actors on state’s
behaviour, I align with the pronouncement of Smith:

If government caves in under pressure from multinational corporations over investment rights,

environmental regulation, or food production, it is because they choose to favour corporate

interests, not because they are subject to the natural laws of the international order (Smith, 2003 :
133).

This is a clarion call to the Nigerian state.

In the next chapter I explore the theoretical expositions of the challenge of the Nigerian state in

promoting good governance and living up to the expectations of its citizenry.

CHAPTER TWO

THEORETICAL FRAMEWORK

61



INTRODUCTION

The applicability of theories in the discipline of social sciences has lived above orthodox
contestations, while theories on development continue to occupy a unique position in both
Western and African scholarship, especially in explaining the underdevelopment of the Third
World states. Two dominant theories that explain Africa’s socio-economic crisis emerged: the
modernization theory and theories within radical political economy (dependency theory and

dependent development perspectives).

In this study I take cognisance of the modernization theory but utilize the radical political
economy perspectives (dependency and dependent development theory) and New Public
Management theory to unravel and analyse Nigeria’s development dilemma. The modernization
school adopts prescriptive and evolutionary analysis to tackle the economic crisis of developing
countries; the radical political economy school of thought locates the cause of underdevelopment

in imperialism, colonialism and neo-imperialism,°’

while the New Public Management theory
argues for a managerial approach to public administration. The applicability of the chosen
theories become necessary in unravelling the factors responsible for state failure, institutional
weaknesses and more importantly the consistent challenges of the Nigerian state to convert its oil

wealth to improvements in the livelihoods of its citizenry.

2.1 MODERNIZATION THEORY

Some historians have traced modernization theory’s intellectual lineage back to Aristotle, who
first initiated the belief that states followed a natural pattern of growth. The assumption was that
societies were ruled by certain universal economic laws, passing through recognizable stages
along the path, which are tailored towards a common historical route (Cullather, nd). He refers to
philosophers like Jean-Baptiste Say, Auguste Comte, and John Stuart Mill, who opines that
societies passed through uninterrupted stages from savagery through barbarism to finally reach
developed societies likened to industrial Europe. The final destination, the end, as conceived by
development economists as “convergence”, is the increased plateau of industrialism and

consumerism prevalent in the urban societies of North America and Europe (Cullather, nd).

1 According to Rodney (1972: 19), “imperialism was in effect the extended capitalist system, which for many years
embraced the whole world - one part being the exploiters and the other the exploited, one part being dominated and
the other acting as overlords, one part making policy and the other being dependent.”
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This process of development is natural and could only be accelerated by contact with the
industrialised societies in Northern America and Western Europe. The classical political
economists maintain that colonialism presented an avenue for this contact (Larrain, 1989: 23).
Accordingly, this is regarded as the only practical way of breaking the millennial pattern of
stagnation of the developing countries and integrates them on to the road of progress and
development. In this way, and despite the Nigeria’s post-1960 de-colonialization, the integration
of the country’s economy into that of the capitalist industrial countries through the SAP, was

supposed to trigger rapid development in Nigeria (Umezurike, 2012).

The theory attempts to explain the logic underpinning the inability of developing countries to
record significant levels of development, even decades after political independence from the
former colonial powers, and provides a road-map to development: a liberal approach to
development. Smith (2003: 44) traces the origin of the modernization theory of development to
the classical evolutionary conception of social change that was intellectually rooted in the
European evolutionists of the 18" and 19" centuries, such as the works of Hebert Spencer and
Emile Durkheim. These evolutionists tried to explain the transformation from pre-industrial to
industrial society, since change implied advancement and improvement. Durkheim was more
focused on how modern, industrial societies could be bound together in an increasingly

individualistic world (Durkheim, 1982).6?

The main focus of the modernization theory was its insistence on internal contradictions as a lens
to understanding Third World underdevelopment, while it insists that development occurs in
stages and there is the need to differentiate between a traditional stage and a modern stage of

social evolution. Larrain wrote:

All modernization theories start with an implicit or explicit reference to a dichotomy between two
ideal types: the traditional society (which in other versions can also be called ‘rural’, ‘backward’
or ‘underdeveloped’) and the modern society (or ‘urban’, ‘developed’, ‘industrial’). This
distinction describes two ideal types of social structure which are somehow historically
connected by means of a continuous evolutionary process which follows certain general laws

Larrain, 1989: 86).

The thirst for advancement is towards an end; industrial capitalist societies of the west, or better

still, Westernization. It is believed that a traditional social structure is an impediment to

%2 For more information see, http://www.sagepub.com/upm-data/30608_3.pdf.
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modernization, while the values and institutions of traditional society engender
underdevelopment. For instance, the northern part of Nigeria still denies women access to
education and employment due to traditional and religious value systems. Such traits of women’s
dis-empowerment have furthered the economic crisis in Nigeria, and other developing countries,

that promote gender inequality (Uzodike and Onapajo, 2013).

Walt Whitman Rostow (1960: 2-14) argues for a “conditional” development and prescribes six
stages of economic growth - ranging from traditional society to the age of high mass
consumption - which would lead to a modern society like those found in Western Europe. He
points out that economic changes are just as much the effect of political and social forces as of
economic forces, and highlights the five stages: traditional society, preconditions for take-off,

take-off, road to maturity and the age of high consumption (Farrain, 1989: 96).

Karl Deutsch (1961) identifies social mobilization® as a condition for development and suggests
two stages: breaking from the old (traditional) and forming stable new patterns (modern). The
theory assumes that there is one general process of which democratization is but the final stage
(Przeworski and Fernando, 1997). That is, there is a strong relationship between economic
development and democracy: democracy results from development. The theory justifies
imperialism, colonialism, liberal democracy and attempts to divert Africa’s attention from
locating the cause of Nigeria’s developmental dilemma in external manipulations. Rather,
internally generated impediments to development — corruption, bad leadership, cultural affinity,

un-industrialization, dictatorship - are responsible for the economic despair in the country.

The Nigerian state has been notorious for corruption, noted for distorted federalism and fiscal

crises, and characterised by ‘large government”®*

under dictatorial regimes for the larger part of
its statehood. The state is driven by weak public institutions and inept political leadership, which

explain its underdeveloped status (Yaqub, 2003; Suberu and Diamond, 2003; Yahaya, 2004;

%3 He meant the process in which major clusters of old social, economic and psychological commitments are eroded
or broken and people become available for new patterns of socialization and behaviour.

54 The Nigerian states, like other developing countries, has been condemned by proponents of modernization theory
for operating a ‘large government’, which is in contrary to the ‘limited government’ proposed by the liberals.
Accordingly, the state reduces the role of the government to that of guaranteeing of law and order, and the provision
of an enabling environment for business to thrive.
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Yagboyaju, 2009). The modernization school of thought would be quick to highlight these

internal traits as the sole determinants of Nigeria socio-political and economic problems.

2.2 DEPENDENCY THEORY

Before the emergence of dependency theory, the Annales school of thought as well as the
Longue Duree analytical tool has dislodged the assumptions of the modernization school by
emphasizing that phenomena do not repeat themselves. Therefore the coercive advocacy to
globalize Westernization and European social, economic and political system is adjudged
antithetical to the development of the non-Western societies. This perspective notes that national
socio-economic and political realities are different; hence, social scientists recognize the
historical uniqueness of any social phenomena under study (Tomich, 2008). Expanding on this,
dependency theory emerged as a response to the attempt by an earlier theory, modernization
theory, to explain the underdevelopment of the Third World and justifies the continued progress

in the development of the advanced capitalist powers.

Dependency theorists vehemently criticize the theory for substituting European modernity with
development, without considering the socio-political history of developing states, which is linked
to imperialism and colonialism. In other words, they argue that any attempt to study the political
systems of the underdeveloped states must recognize the realities of Western intervention in
these societies (Amin, 2006; Rodney, 1972; Ferraro, 1996; Ake, 1981 & 1996; Frank, 2004;
Nabudere, 2000). Chua (2002) notes that the history of socio-economic and political
development in advanced societies were different from that which had occurred in developing
states. The modernization theory has also been seen as promoting the security of the USA, which
depends on the process of modernization being conducted in such a manner that no developing

countries opt for communism, or joined the socialist bloc.

The theory digs deep into the works of Karl Marx, who linked the process of capital
accumulation by the Western countries to ‘primitive accumulation’, which preceded outright
capitalist production. Marx wrote in Capital:

The discovery of gold and silver in America, the extirpation, enslavement and entombment in

mines of the aboriginal population, the beginning of the conquest and looting of the East Indies,
the turning of Africa into a warren for the commercial hunting of black-skins, signalised the rosy
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dawn of the era of capitalist production. These idyllic proceedings are the chief momenta of
primitive accumulation (Cited in Larrain, 1989:45).

Frank argues that the condition of backwardness of the Third World arises from insubordination
of poor countries to the development of the present wealthy capitalist countries (cited in Smith,
2003). The effect of colonialism and continued neo-colonialism, which the modernization
schools ignored, relegated these societies to an impoverished status. He insists that the
circumstances under which the Western societies developed no longer exist and cannot be
replicated. Frank concludes that ‘the now developed countries were never underdeveloped,

though they might have been undeveloped’ (cited in Smith 2003: 89).

Dependency theory was rooted in the crisis of US liberalism in the late 1960’s, the failure of
many Third World states to move in a pre-described condition, the development of Marxism-
Leninism, the successful Cuban revolution and claims of social science to be neutral and value
free (Smith, 2003). To expand Marxism, Lenin saw imperialism as the highest state in the
development of capitalism, associated with the dominance of monopolies, dominance of finance
capitals, the export of capitals rather than the export of commodities, the formation of
international monopolies and the partition of the world among the imperial powers (Roxborough,

1979: 56).

O’Connor refers to this mode of relationship (imperialism) as the formal or informal control over
local economic resources in a manner advantageous to the metropolitan powers, and at the
expense of the local economy (Roxborough, 1979: 57). This school of thought argues that
imperialism was the softening up process designed by the industrial powers and international
capitalism to facilitate colonialism. It was soon discovered that a direct or indirect political
authority is required in the Third World countries to “coerce” obedience to the imperial

exploitation of natural resources and the manipulation of the non-industrial economy.

Smith (2003: 88) agrees that this nature of relations between the subservient Third World
economies with the capitalist countries has never been made to develop, but to under-develop
these societies. He criticises international trade as an avenue for exploitation in which the chain
of economic surplus, or what Marx called surplus value, are not available for reinvestment. The

metropolis keeps expropriating economic surplus from its satellites and also appropriating a
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major part for its own economic development; hence the satellite remains underdeveloped for

lack of access to their own surplus (Frank, 1969: 33).

Conway and Heynen (2008: 90) posit that dependency theory, beyond a theoretical construct, is a
way of understanding historically embedded political-economic relations of peripheral capitalist
countries, especially Latin American countries, within the broader context of the global
economy. It is essentially a critique of the modernization theory. It offers a critical lens through
which the history of Latin American development, through the development of
underdevelopment, could be better understood. The central argument of the radical political
economy perspectives is that the integration of Africa’s economy into the advanced capitalist
system and the nature of that integration, coupled with the resulting unequal trade and exchange,
engender dependency and underdevelopment. Ake (1996) contends that the spate of global
transformation is a re-colonization that democratizes disempowerment in Africa and facilitates

further exploitation.

According to Frank (cited in Larrain, 1989: 120), the process of exploiting and under-developing
these poor countries is ‘fuelled and oiled’ by the international financial system and pointedly
accused the IMF of promoting ‘export-led growth’ in developing countries. Export-oriented
growth was intended for increased trade between developing and developed countries under a
free-market economy (World Bank, 1993). But in the case of Nigeria, the strategy replaced food-
crop agriculture with a cash-crop economy directed at the industrial need of developed countries
(Ake, 1981). The advocates of export-led development and free trade argue that most developing
states that adopted inward oriented policies, otherwise called the import substitution strategy,
recorded poor economic growth (Balassa, 1980). Therefore, the socio-economic problems facing
the developing countries could not just be reduced to internal contradictions (despite
acknowledging there are internal challenges), but attributed to their dependence on the export of
a limited range of primary commodities whose prices are liable to fluctuate severely (Smith,

2003: 5).

Apparently, the existing international economic order creates economies that are positively and
actively underdeveloped by advanced capitalist economies. Nkrumah notes that “the essence of

neo-colonialism is that the state which is subject to it is, in theory, independent and has all the
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outward trappings of international sovereignty. In reality its economic system and thus its
political policy is directed from outside” (Smith, 2003: 77). This might have inspired
Roxborough (1979) to write about the endogenous (internal) and exogenous (external) factors,

and that exogenous greatly influence endogenous factors.

Dependency theory perceives of a single global economy with unequal development for its
constituent parts, while its basic hypothesis are that development and underdevelopment are
partial, interdependent structures of one global system. In addition, it indicates that the position
of states in the international division of labour facilitated the economic crisis in the periphery as
well as political instability and authoritarianism (Stone, 2007). The poor states, operating in the
periphery of the global economy, are so essential to the capitalist mode of production (Chase-
Dunn, 1998). Historically, these states have served a very important function in terms of the
shifting of raw materials to the core and strengthening the division of labour along the core-

periphery division.

Developed countries benefited by selling cheap, capital-intensive consumable products for high
prices. Peripheral countries, on the other hand, sold the tools of production to the core at very
low prices and imported finished products from the core. The thought was that since there would
always be a demand for consumables, richer countries would be assured a continued market for
their higher-priced goods. Also, the exportation of labour-intensive, higher priced finished
products to poorer states caused these poorer states to have less circulation of money in their own

economies (Smith, 2003).

Drawing from Marxism, these theorists also highlight the unequal labour exchange between the
North and South. Frank (cited in Larrain, 1989: 120) notes that the developing countries were
constrained by the international economic order to provide cheap labour and contended with low
wages. There is a subsisting proposition that labour is rewarded unequally across the world,
which is detrimental to the cause of developing countries (Roxborough, 1979: 61). He further

stresses that,

The mode of the articulation of the underdeveloped economies with the world economic system
may result in the transfer of resources from the periphery to the center and/or this articulation
may give rise to various ‘blocking mechanism’ which hold back or ‘distort’ the economies of the
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periphery, thereby preventing an allocation of resources which will produce economic growth
(Roxborough, 1979: 63).

The massive weight of foreign capital connects local capital increasingly under the control of
MNCs in the modern, lucrative, sensitive and dynamic sectors of the economy, while the more
unattractive and backward sectors of the economy are reserved for local capital. MNCs and banks
are strategically located at the control points of the power and influence flow (energy and
sometimes communication sectors as experienced in Nigeria), resisting and countering nationalistic
economic pressures, and placing the economy in the hands of foreign companies (Smith, 2003).
Roxborough (1979: 59) predicts a redress with the intervention of a massive state. Ironically,
globalization has consistently eroded states sovereignty and weakens the existence of such massive
states. Roxborough (1986) tries to differentiate between what Dos Santos referred to as dependency
by relationship and dependency by structural imbalances. He feels the attempt to reconcile the two

brought to the fore the real intent of dependency as experienced by the developing countries:

Either there is a mode of production in a dependent countries which is different from that of
capitalism; or, while the dependent countries have a capitalist mode of production, the
articulation of the capitalist mode of production with the other modes of production in the social
formation and with the economies of the advanced countries results in a different manner of
functioning of that mode of production (Roxborough, 1986: 66).

No doubt, the structure of political power is affected by economic dependency. The ruling class
in the poor societies is an insignificant partner within the subsisting structure of international
capital (Smith, 2003). Accordingly, these clientele classes have a vested interest in the prevailing
international system and perform domestic political and economic functions on behalf of foreign
powers; hence, state policies reflect the wishes of the ruling class, which is incompatible with
that of the owners of foreign capital. Cardoso (cited in Smith, 2003: 92) presents evidence of
how dependency constrains and manipulates the choices of development policies of developing

states, particularly in Brazil in 1964.

In practical terms, the economy of the periphery was greatly disarticulated by the impact of
imperialism, while its various sector reintegrated with that of the core states. This has a greater
negative impact in a resource-exporting developing state, like Nigeria. The development of

capitalism to that higher state of replacing exportation of goods and services with capital and
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investment portrays globalization as the highest stage of imperialism. What seems practical,
more importantly with the crack in the assumptions of globalization, remain stop-gap reforms or

adjustments of the prevailing global economic order.

Aligning with Smith’s (2003) submission, it remains undisputed that the dependency paradigm
reveals that the required economic reform in the developing countries is less likely to succeed
without a drastic restructuring of the mode of integration of underdeveloped societies with that of
the capitalist powers. A ‘revolution’ and ‘delinking’ are the only solution, according to the
proponents of the dependency orientation. Such possibility could have been probable but with
the creation of a petty-bourgeoisie and contemporary waves of globalization, characterized by
the establishment of a ‘reform regimes’ and aggressive subjugation of every other variable under
the expanding exportation of capital across the globe, all hopes of a revolution was laid to rest,

and this is one of the pacifying changing characters of capitalism.

Neo-Marxism engages the contradictions of the capitalist system that manipulates the very
classes of people being exploited to grow to love it (Cuddy, 2008). This is because their values
are shaped, through western education and the media, by the capitalists themselves. He
surprisingly notes that the most direct objects of exploitation (the working class, otherwise called
proletariat) are learning to love capitalism itself as many of them evolve into the petty-
bourgeoisie. The owners of capital impress on their mind that they can rise to the top and enjoy a
capitalist life. But capitalism has generated the logic of blocking their ascendancy into the

bourgeoisie class. He explains further,

No matter what the workers are led to believe, they will always be kept in their place by the
owners. They are also kept in place by the very things that their labor produces—games, movies,
plays, and other forms of entertainment. But to Marx these are just other distractions that keep
the proletariat down. Other distractions are when the workers fight against each other, failing to
recognize their true enemies: the bourgeoisie (the owners) (Cuddy, 2008).

As sound as dependency theory appears, it has been riddled with divergent flaws. The first
notable was generalizing the social, political and economic realities of the developing countries.
It fails to account for the specifics of each country at a particular point in history, which is an
analytic tool in the developmental discourse. The size and population of a country, ethnic
cleavages, the degree of self-sustained mineral resources and the level of importance of the

natural resources (crude oil and gas can be categorised as highly important), its geographical
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location, its strategic importance to world powers are all factors that condition their prospects for

development. Incidentally, the dependency schools have neglected this important consideration.

The theory has also presented dependency as unable to generate development in any form, and is
thus silent on the development that has been recorded in many hitherto colonialized societies, as
found in Latin American and some parts of Asia. It also becomes worrisome how dependency
schools of thought downplay the evident internal weaknesses and poor governance that further
impoverished many of the developing countries even after decades of political independence.
Smith (2003: 105) did not mince words in condemning the inability of dependency theory to
account for how dependent economies recorded significant growth in per capital incomes,
especially in East Asia that experienced impressive industrial, growth in manufacturing,

indigenous investment and technological assimilation.

The radical political economy perspectives offer two propositions to end the socio-economic
misery in countries like Nigeria, which is attributed to the integration of the economy of the
satellite and metropolis: the first, according to Farrain (1989: 120) is a total rejection of the
current global economic order by ‘delinking’ and a possible internal socialist revolution as
witnessed in Angola, Vietnam and Nicaragua. The other option is the model of acceptance that
leads to the export-led growth of the newly industrializing states, such as Brazil, Taiwan,
Vietnam, and Hong Kong. Dependency accepted the first model, while the proponents of
dependent development perspectives rejected the notion of ‘delinking” and embraced the second
model, which focusses on ‘export-led growth’ development as the assured road-map to

development within the realities of globalization.

2.3 DEPENDENT DEVELOPMENT THEORY

There has been a shift in scholarly exposition on the problems facing Africa, which was
influenced by the inadequacies of dependency theory to explain some traces of development in

former colonies. This led to the emergence of dependent development theory, a variant of radical
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political economy.® In this study, I utilize the dependent development theory to understand the
political economy of the quest for Nigeria to develop, and the steps required for such

development to be attainable.

Dependent development theorists agree with some propositions of the modernization theory -
that African underdevelopment should be understood in the context of inept leadership,
unproductive socio-economic policies and bad governance (Amin, 2006). They concur with the
exploitative nature of the integration of the two economies but affirm that the crucial roles of
internal relations of production cannot be easily dismissed (Farrain, 1989: 160). Farrain (1989),
interpreting Cardoso and Faletto, insists that dependency is not only an external factor that
causes necessary internal effects but a general condition which can best express itself through

different internal class conflicts, states policies, and local interests.

Cardoso and Faletto explain the difference in the mode, nature and structure of dependency of

countries thus:

The very existence of an economic ‘periphery’ cannot be understood without reference to the
economic drive of advanced capitalist economies, which were responsible for the formation of a
capitalist periphery... Yet, the expansion of capitalism in Bolivia and Venezuela, in Mexico or
Peru, in Brazil or Argentina, in spite of having been submitted to the same global dynamics of
international capitalism, did not have the same history of consequences. The differences are
rooted not only in the diversity of natural resources, nor just in the different periods in which
these economies have been incorporated into the international system... Their explanation must
also lie in the different moments at which sectors of local classes allied or clashed with foreign
interests, organised different forms of state, sustained distinct ideologies, or tried to implement
various policies or defined alternative strategies to cope with imperialist challenges in diverse
moments of history (Larrain, 1989: 160).

The main assertion of the theory is that development is feasible despite the dependency
syndrome, as many countries formerly located in the periphery advanced into semi-periphery
through drastic adjustment in their political economy (Clapham, 2002: 11). This ideological
school accepts the reality of dependency but argues that countries like South Korea, Singapore,
and the United Arab Emirates have left the periphery for the semi-periphery by adopting drastic
adjustments in their political economy (Akinboye, 2008). Though, the ability to develop
depended on the location of such states. For instances, Brazil was close to the ‘cover’ of the

United States and ‘Asian Miracles’ close to China or Japan; but the case of Nigeria was different.

% For more understanding see Amin, 1996 & 2006; Ayee, 2005).
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The majority of African states like Nigeria, were outside the Cold War politics®®, neither was
there an emergent world power on the majority of the continent during the ideological hostilities

at that point in time.

The Cold War ideological conflict between the United States-led liberalism and USSR-led
communism, which slowed down imperialism, enabled some Asian states like Hong Kong,
Malaysia, Singapore, South Korea and Taiwan to develop through the “war on economy®””
created in the region and sponsored by the United States of America (USA). Dependency
development opposes the assertion that colonialism and exploitation completely account for
Nigeria’s socio-economic woes. As much as this perspective was criticised by scholars of a

dependency orientation like Ake (1981) who posits that the absolute rejection of such a view is

like ignoring the nature of politics in Africa as well as the character of African political elites.

These Asian states imitated the technology of USA and explored the markets to sell their
products, unrestricted due to their support for capitalism against communism. Those dependent
economies reduced their dependency by flexing their bargaining strength against the industrial
nations, more so due to the dependency of the capitalist countries on their primary products and
that they were fertile ground for markets. These societies maximised the advantages to further
their quest for development. It needs to be emphasized that these societies digressed from
liberalism and neglected most of the propositions and logic of the modernization school of
thought; hence, the state became extremely authoritarian, and took the lead in the development
strides of the state, against the notion of limited government and the withdrawal of government

from the business sector.

The ‘Cold War politics’ explanation does not hold water in states such as Brazil and Thailand,

but the political economy realities in South Korea and Taiwan could be explained as a fallout of

6 It is important to recognize the significant manifestation of Cold War politics in Southern Africa. The sub-region
was at the receiving end of the rivalry between — Cuba, USA and USSR. This ideological war was witnessed in
Angola by 1976. Cuba sent troops and weaponry to the MPLA in Angloa which was backed by the USSR. South
Africa backed UNITA which was backed by the USA. The USSR provided assistance to Mozambique, while the
USA supported the Mozambique National Resistance (RENAMO). The Cold War was also extended to South
Africa by the mid-1980s in the “red peril” - “black rule” feud. The Cold War hostility helped determine the 30 years
of political instability in Southern Africa, which acted as an important ideological foundation for the white-minority
regimes and the various liberation movements that emerged and became very active; see Graham, Matthew (2010)
“Cold War in Southern Africa” Africa Spectrum, Volume 45(1), pp. 131-139.

57 This a strategy designed by states to produce, mobilize and allocate resources to sustain armed conflict in the
event of civil war or inter-state war.
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Cold War hostilities. As plausible as the argument of dependent development sounds if related to
the opportunities of the oil-producing Nigerian state to develop, it needs to be understood that
Africa in general was at a disadvantage due to its location both outside the Cold War politics and
because it was denied the massive movement of capital that benefited those emerging markets

(Olayode, 2005).

The state’s role should be restricted to maintaining law and order as well as coordinating the
growth of a dynamic, effectively regulated private sector by the state due to some limitations of
the market (Interviewee Number Three, August 2013). In Nigeria, the state’s ability to
participate not just as an investor but as regulators of private sectors is greatly constrained by
global economic ideology.®® An adherence to a global push for liberal ideology prompted the
Nigerian government to initiate the process of deregulation of the downstream oil sector without
creating an effective regulatory body. The importance of an ultimate regulator is re-emphasized
‘to prevent sliding back into the state of nature in the absence of a strong central authority to

direct the market’ (Interviewee Five, July 2013).

The ‘Asian Tigers’ and countries like Brazil, through economic liberalization processes,
achieved unprecedented growth in their economies and employed other socio-economic policy
mechanisms to expand FDI and record higher economic growth and development (Akinboye,
2008). These include developing a very strong production base, opening up of new investment
areas and expanding existing ones, and initiating and implementing effective macro-economic
policies. They have been able to create an investment-friendly climate and a stable political and

economic environment to attract foreign capital.

In many of these newly developed countries in East Asia and Latin America, the state evolved
into transitional states which triggered a period of consolidation of the emerging internal market.
The government also led an epoch of import-substituting industrialization in which the middle
classes, industrial and commercial bourgeoisie participated significantly (Larraine, 1989: 169).
The private sector grew tremendously, while the state led in the creation of basic industry and
infrastructure and in protecting new local industries (by growth-incentive policies) to engage in

mass production. This bold stride of the state requires strong political will and the determination

% The factors responsible for state’s incapacity are extensively discussed in Chapter Four.
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of the ruling elite to limit the domineering powers of foreign capital and investment: a semblance

of a developmental state is missing in Nigeria.

A developmental state is a bridge between a free market capitalist and centrally-planned
economic system, which represents a ‘conjoining private ownership with state guidance’: an
economy that is neither capitalist nor socialist (Bolesta 2007). The theory explains the East Asian
development miracle. The developmental state not only refers to the collective economic and
human development apparent in this region, but also describes the state’s essential role in
harnessing national resources and directing incentives through a distinctive policy-making
process (Charlotte, 2008). The theory became popular in Chalmers Johnson’s account of
understanding the factors that conditioned those institutions that created Japan’s industrial policy
and in the bid to explain Japan’s Weberian ideal type of an interventionist state that joined

private ownership with state guidance.®’

Nation-states in the region played very strong and decisive roles in the developmental project of
countries like Hong Kong, Singapore, Korea, and Taiwan. These countries abandoned neo-
liberalism and embraced state control of finance, sound labour relations, the autonomy of the
economic bureaucracy, a combination of inducements and command structures, and the
existence of a strong business group, which are the attributes of state developmentalism. The
most important condition for the success of the economic model is nationalism; hence, state
developmentalism in its entirety is bound to fail in an ethnicity-driven state like Nigeria but the

case of the Asian Tigers was different.

These countries had an understanding that:

A theory of neo-liberal model of economy was not suitable as a state policy aimed at accelerating
socio-economic development, long before this very neo-liberal ideology became the world
dominating doctrine. The governments of those states followed a state designed developmental
path and until now have been favouring a state interventionism over a liberal open market, be it
in the form of East Asian fast developer or of what later became the continental-European model
of a capitalist welfare state (Bolesta, 2007: 106).

% For more understanding of the concept, See Woo-Cummings, Meredith (1999) The Development State, Ithaca,
NY: Cornell University Press.
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Bolesta further explains the difficulty in achieving extensive developmental goals in a liberal
environment where the power of state governments is constrained in directing investment,
regulating its intensity, influencing institutions and businesses, directing companies and the
society in general towards rapid development. He made it clear that the neo-liberal economic

model hinders rapid development in developing countries. He buttresses his explanation thus:

As the UK and the US case shows, one needs to acquire a certain volume of economic assets first,
using often interventionist policies, to continue liberalisation, if this liberalisation is indeed
needed. Once a developmental state reaches a certain level of development, as Japan, Korea,
Taiwan and Singapore have, one can argue for liberalisation, not however falsely, as a remedy to
the underdevelopment of the world, but for its own internal interest to create conditions for
wealth expansion (Bolesta, 2007: 106).

A consideration of the reckless manner in which state capacity was eroded in Nigeria during the
structural adjustment years (Umeruzike 2004), and the challenges posed for the state system by
the forces of globalization, makes it clear that demands for democratization and sustainable
economic development ‘cannot side-track the question of the re-legitimization of the state as an
actor in the developmental process and the restoration and enhancement of its capacity’
(Olayode, 2005: 28). Instead of moving closer to state developmentalism, the Nigerian state
began a disengagement programme from involvement in businesses and investments and

relinquished its role in industrialization.

In Brazil for instance, Evans (1979: 11) made reference to the strong and direct role of the state
in the process of industrialization and economic development, which continues to increase. He
argues that the internationalization of imperialism has ascribed to states a new position of power
from which to negotiate with the MNCs and foreign investors. If conventional dependence was
associated with weak states, dependent development is related with the strengthening of strong
states in the semi-periphery. He submits that dependent development is contingent on the
consolidation of state power, unlike the liberal idea of weakening of state power of

underdeveloped states through limited governments.

Smith, in a similar trend, comments on the linkages between economic growth and democracy;
vis-a-vis its relationship with the state:
The developmental capacity of a democracy will depend partly on politics, especially levels of

political equality and participation, and the type of party system. Politics rather than regime type,
determines whether a country is successful economically. To achieve development there needs to
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be a ‘developmental state’ rather than economic and political laissez-faire. State intervention has
historically been associated with economic growth in developing world (Smith, 2003: 278).

Smith (2003: 277) maintains that economic development emerged in the absence of democracy
in many of the newly industrialized Asian societies and in Latin America; these are states that
became industrialized under fast growing state-directed capitalist economies, such as in South

Korea, Singapore, Thailand, Indonesia and Brazil.

Unfortunately, the Nigerian state is weakened and unable to play an effective economic role in
the economic space due to collapse of capacity through weak leadership, corruption, unguided
ideology, and these contradictions has limited the state from making an effective role that the
Korean state and that of Taiwan and China played in the early 1960’s (Robert, 2010; Quadri,
2008).7°

The Asian Tigers did not develop through ‘plagiarism’, their development was a function of
many factors of which authoritarianism played a decisive role at that critical point in their
developmental processes (Interviewee Number Three, August 2013). He however notes that the
full explanation of Asian development cannot be exclusively attributed to authoritarianism. Other
philosophies are essential - namely, strong leadership, nationalist-informed citizens and national

discipline. These elements play a major role in support of their rapid development. Furthermore:

The emergence of a strong individual is important for societal transformation and rapid
implementation of developmental programmes as revealed from ancient history to contemporary
history of the Asian Tigers. Such leaders tap on human resources and rely on the populations
support to establish institutions and programmes for development, which soon becomes the norm
in countries like Hong Kong (Interviewee Number Five, July 2013).

There is the recognition of other factors in the global political configuration that was prevalent
in the period when those states embarked on industrial and development revolution (Interviewee
Number Three, August 2013). He cites the case of Taiwan, which was a product of the deep Cold
War between the Western (under the leadership of Washington) and Eastern bloc. The USA
propelled a series of development programmes to prevent North Korea (under communism) to
subdue South Korea. Some space had to be created for South Korea to develop. For instance,

free access to the American market was a major incentive that helped the South Korean economy

70 This point is robustly discussed in chapter four.
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to develop. In the case of Taiwan, the fear of China subjecting the country to communism also

influenced the West to support the vibrancy of its economy.

State authoritarianism that was predominant in the Asian political space greatly provides the
rallying point to push development initiatives through. The political culture’' of those societies
was very different to the prevailing attitudes of Nigerians towards politics. Citizens had a culture
of obeying and supporting constituted authority instinctively unlike in Nigeria, and other
democracies, where democracy creates an enabling atmosphere for citizens to challenge
authority (Markovik, 2010; Almond and Verba, 1989). For instance, in North Korea, there was
the establishment of North Korean Inc. - a network of state trading companies linked to the
Korean Workers’ Party, the Cabinet and the Korean People’s Army - monitored by a very strong
state (Park, 2009). In Japan, it was a strict collaboration between the private sector and a strong
state, which shaped the nature of developmental initiatives in the country (Interviewee Number

Three, August 2013).

However, this type of state-led development in these countries soon became unattractive and
impractical within the global order so that even those state-controlled economies, like that of
Singapore, began to wind down the structure of authoritarianism. It was apparent that the future
of sustainable development is incompatible with authoritarianism (Interviewee Number Three,
August 2013). This interviewee emphasized how odd it is to recommend authoritarianism to the
Nigerian state within the contemporary international economic order. According to him, ‘an
inclusive system of government, which democracy provides, remains the fastest road to socio-
economic development in the wider context’ (Interviewee Number Three, August 2013). It is a
system of governance that properly increases the quality of human life and individual

sovereignty.

Capitalism that is built on outright competition as envisaged by Adam Smith’? will definitely run

into serious crisis due to market failures: a perfect market system is the only one that is immune

"I Political culture describes the attitudes, perspectives, values and orientations of citizens of a particular society
towards the political system.

2 See Butler, Eamonn (2011) The Condensed Wealth of Nations: and the Incredibly Condensed Theory of Moral
Sentiments, England, ASR (Research) Ltd; Hazlen, PSU-Hazlen and Jim Manis (2005) An Inquiry into the Nature
and Causes of The Wealth of Nations by Adam Smith, An Electronic Classic Series Publication, Pennsylvania State
University; available at http//www2.hn.psu.edu/faculty/jmanis/adam-smith/wealth-nations.pdf.

78



from shock, and there is no perfect market in the contemporary global order. The manipulations
of the market forces and distortions in the ‘iron law’ of demand and supply by monopolistic

MNCs create imperfection in markets and dismiss the over-stretched ‘logic of the market’.

International capitalism itself has evolved from the exportation of goods to the
internationalization of capital, which finally led to monopolistic tendencies. The capitalist system
promotes human and technological development which is a prerequisite to economic
development, but societies that allow the market system to completely drive the ‘economic
vehicle’ would always see the urgency to regulate their economic system. The economic
depression in the advanced capitalist countries (between 2008 and 2010), like the UK and the
USA, supports the challenges of unregulated market. However, the economic shock absorber

embedded in these states propelled economic growth as witnessed in Britain’>.

Ironically, Nigeria is on the brink of relinquishing the downstream oil sector to private
enterprises under the operation of the logic of market, guided by the ‘illusion’ of free
competition, and free of governmental control. The decision to completely deregulate the
distributing and marketing sector of the oil industry was met with stiff resistance by the
population, who had enjoyed very low prices of petroleum products at the price of huge
governmental fuel subsidies. Nigerians believe in their right to enjoy low prices of fuel by virtue

of the large deposit of crude oil’*

in the country and the associated oil-wealth (Social Action,
2012: 5; Robert, 2010). The government, on its part, lacks the vision, political will and capacity

to initiate acceptable and sustainable reform in the oil sector.

3 In 2014, the Gross Domestic Product (GDP) in Britain recorded an increase of 0.70 percent in the third quarter of
2014; see http://www.tradingeconomics.com/united-kingdom/gdp-growth.

74 Crude oil is a ‘mixture of hydrocarbons that exists in liquid phase in natural underground reservoirs and remains
liquid at atmospheric pressure after passing through surface separating facilities. Depending upon the characteristics
of the crude stream, it may also include 1. Small amounts of hydrocarbons that exist in gaseous phase in natural
underground reservoirs but are liquid at atmospheric pressure after being recovered from oil well (casing head) gas
in lease separators and are subsequently comingled with the crude stream without being separately measured. Lease
condensate recovered as a liquid from natural gas wells in lease or field separation facilities and later mixed into the
crude stream is also included; 2. Small amounts of nonhydrocarbons produced with the oil, such as sulfur and
various metals; 3. Drip gases, and liquid hydrocarbons produced from tar sands, oil sands, gilsonite, and oil shale.
Liquids produced at natural gas processing plants are excluded. Crude oil is refined to produce a wide array of
petroleum produc