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Abstract

Persistent hike in petrol price usually affects every activity in Nigeria. The study examines the trend of increase in pump price of petrol, consumption of petrol, and subsidy payment by the federal government using conceptual analysis, trend analysis and opinion of eminent Nigerian, Stakeholders, Businessmen, member of civil society organization and other information from newspapers, magazines, gazettes, bulletins and press releases. The finding revealed that as result of gradual removal of subsidy in recent time the amount of money budgeted for subsidies have been diverted to develop other area of the economy. Moreover, there are evident from the public opinion that payment of subsidy is scandalous because this huge amount of money is going into individual pocket. Consequently, this study recommends that federal government should encourage investors to build refineries and there should be accountability and transparency in the petrol industry.
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1.1 Background of the study
The oil boom that hit us in the early years of the 70s, is said to be the reason why the current economy of the Nigeria we have today is mono-product, that is, the Nigeria Economy runs on the wheels oiled by the black Gold which is referred to as Crude oil. This is the reason why the economy has transferred most of its resources that could be used to harness the potential it has in other sectors to harnessing fully the opportunities abound in the oil sector (Ovaga, 2012). Given our high level dependence on oil revenue since its commercial discovery in the 70s, the continuous hike and scarcity of the most consumed finished product, petrol motor spirit has been a matter of debate over the years.  Petroleum price changes have been one of the major features of the Nigerian Economy for as long as the early 70s. 
The recent price hike in the opinion of Eboh, 2016 has led to lack of consensus on the debate on the effect of petrol price hike on the economy in the short and long run. In his opinion continuous increase in the price of petrol would lead to unavoidable hardship and distress in the short run. The federal government is of the same opinion, but they added that the condition that would be concomitant from the price hike would in no way be in existence beyond short run view of things, they believe the condition would not remain permanent, that it is only a pain that must be felt in order to enjoy the gain from surviving such difficult times that would enable us reach our desired destination in the long run. Eboh, (2016) went further to assert that, evidently the current hardship federal government is marketing to Nigeria, would involve coping with the hike in the price of necessities, dwindling value of Naira, redefinition of the economic policies of the country and of course inevitable short run hardship. The hike would lower our foreign reserve, increase transportation cost and inflation rate. Nigeria Bureau of Statistics forecasted an increase in our inflation rate to a six year high of 13.7 per cent by April; even the Gross Domestic Product was just estimated to have a 2.8 per cent growth as at the last quarter of 2015.
According to Gicheva et al, (2007), petrol price hike is bound to reduce the disposal income of the populace to an extent that would incentivize them to curtail their spending level, this would lead to a general macro economy based fall in consumption level which would also affect economic growth negatively in the long run. Adagunodo (2013) purported that the lack of adequate planning, education and preparation of the mind of the populace for the reason for increasing the price of petrol is said to lead to conflict amongst the people, in fact the poor announcement and lack of adequate justification of the price hike is said to have led to unrest in countries like Egypt (1977), Morocco (1981, 1984), Tunisia (1984), Jordan (1989, 1996), Ghana (2005) and Nigeria (2000, 2001, 2003, 2012 and 2016. This usually forces government to reverse their decision, and make them look like an institution that lacks direction and focus. A total shut down of the economy and the loss of 300billion naira in five days occurred in January 2012 when Nigerian government increased the price of gasoline by 117 percent.

Consequently, government introduced the policy of subsidy to reduce the price of petrol and make the product more accessible and affordable. The subsidy has however been deemed too expensive over the years. This is evident on the sum of about 2.5 trillion naira spent on fuel subsidy alone between 2006 and 2009, and 600 billion naira budgeted for the fiscal year 2010 (Movement for Economic Emancipation, 2010). In the 2011 fiscal year, the Presidency and national Assembly approved 240 billion naira as oil subsidy in the Appropriation Act (Folasade-Koyi, 2011). However, as at October 2011 the subsidy scheme has gulped about 1.5trillion naira showing extra-budgetary spending of 1.2 trillion naira, this is scandalous.

Subsidy has the being the main tool employed by government to control the pump price of petrol in the favor of the masses that can’t do without it daily (Adagunodo 2013). The demand for fuel is not price sensitive in Nigeria and many other constituencies, because kerosene, diesel and petrol are unavoidable commodities in the daily lives of Nigerians. It is believed that the use of subsidy creates some form of bad consequences, especially in the sense that other necessities are not given same opportunity, it also discourages substitutes and encourages bad consumption pattern. Subsidies are said to encourage bad business practices in the petroleum sector such as smuggling, hoarding and other unethical acts, it is also said to discourage private sector from investing in refineries. Yemi (2014) argues that fuel scarcity cripples economic activities, and makes the life of many Nigerians difficult. There was hardly any individual industries institutions and organization in Nigeria today that is not severely affected when scarcity starts. It is widely believed in government circles what perennial fuel crisis is largely caused bottlenecks in the distribution system. The author claimed that survey show that the bottlenecks and other associated problem are caused by conflicting activities of multifarious government agencies.
Moreover, petroleum price keeps increasing incessantly; the issue has become a major socio-economic problem, such that if the root of the problem is not properly detected then a long term solution cannot be proffered. Policy makers have been called upon to investigate the issue because it confers difficulty on every sector of the economy and the life of every Nigerian in General (Bukola and Gbolagade, 2010). Advocates of societal and industrial protection have called for appropriate legislations and regulations to control the regular increases in oil prices so as to reduce the tension and inconveniencies encountered by industries due to these factors (Odogwu, 2003).

Against this background, the purpose of this study is to examine the trend in petrol pump price, petrol consumption, and subsidy and compared the petrol pump price of other OPEC countries with Nigeria. In addition, the paper revealed the opinions on issues and challenges of the petrol price in Nigeria. The motivation for this study is that petrol is one of the main source of energy for transportation and source of power to buffer electricity generation for most Nigerians. Given that petrol is the most consumed source of energy in Nigeria, any form scarcity of the product would lead to various challenges for populace. In view of the above, the pertinent research question is that to what extent the frequent change in petrol pump price consumption of petrol, and payment of subsidy has results to issues and challenges in Nigeria?
Moreover, the methodology of this study is a conceptual analysis with the aid of figures showing the trend in the increases in petrol pump price, consumption of petrol and subsidy payment from government yearly. The data were collected from National Bureau of Statistics (NBS) and Nigerian National Petroleum Corporation (NNPC).  In addition, we used the opinion of eminent Nigerian, Stakeholders, Businessmen, member of civil society organization and other information from newspapers, magazines, gazettes, and bulletins to reveal the findings for this study. 
The remainder of this paper consists of four parts, section two provides the review of petrol price and other related trend analysis, section three provides the comparative analysis of petrol pump price with other OPEC countries, while section four discusses conclusion and section five provides the recommendation based on the public opinion on the issues and challenges facing the petroleum sector in Nigeria.
2.  Review of the Trend Analysis of Petrol Price Change, Petrol Consumption, Subsidy payment and other related trends and developments.

This section provides the trend analysis of petrol pump price, consumption of petrol, payment of subsidy by federal government and the comparative analysis of petrol price with other OPEC countries. In addition issue and challenge facing the petroleum industry are discussed.  
Figure 1: Showing the Petrol Price Changes from 1973 - 2014
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Figure 2: Showing the Consumption of Petrol  from 1977 - 2012
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2.1. The Changes of Petrol Price in Nigeria: Issues and Challenges. 
The trends in petroleum products pricing in Nigeria has a long history. The Military Head of State of General Gowon increased fuel price from 6 kobo to 8.45 kobo. It was raised to 9kobo in 1976 by Late General Muritala Administration. On October 1, 1978, the then military government of Obasanjo increased the pump price of petrol from 9kobo to 15.3kobo.There was another hike on April 20, 1982, when price was marked to 20kobo.On March 31, 1986, General Ibrahim Babangida increased pump price of fuel to 39.5kobo.On April 10, 1988, it was increased to 42 kobo per litre. On January 1, 1989, it was announced another increase whereby private car were to pay 60 kobo per litre while commercial cars continue paying 42 kobo. In November, 1993 the Ernest Shonekan the head of the Interim Government increased the price to N5 while Abacha reduced the price to N3.25 on the 22nd of the same month, the price was at N11 when Abdulsalam Abubakar became Head of State but it ended up at N20 by the time he handed over power to the new Democratic President, Olusegun Obasanjo. Obasanjo explored the possibility of removing subsidy; hence he changed the pump price many times, the pump price ranged between N30 - N75 in his tenure. But President Musa Yar’adua was able to reduce the price to N65 upon his inauguration. President Goodluck Jonathan in his bid to remove subsidy ended up increasing the price to N141, but he reduced it to N97 in 2012 after nationwide protests, close to election the price was reduced to N87 due to fall in crude oil price. After the inauguration of the President Buhari Administration the price was reduced to N86.50, but after the passage of the 2016 budget the subsidy was again removed and then the price was moved to N145. Presently, the petrol price is at the range of N130-N145 this due to removal of subsidy.
2. 3 Issue of Subsidy of Petrol Price

Prior to the mounting the saddle as the President of Nigeria, Muhammadu Buhari was concerned about finding solutions to the on-going fuel subsidy logjam. He expressed outrage at the recent fuel shortage that lasted for weeks, wondering why those before him failed to fix the refineries, leaving Nigerians at the mercy of a fuel subsidy cabal. The opposition of fuel subsidy by highly experienced Prof. Tam David-West, a professor of Virology and a former Minister of Petroleum Resources on the then Transition Committee set up by Muhammad Buhari is an indication that the president-elect may get rid of the highly controversial fuel subsidy. David West has always been of the opinion that subsidy never existed, instead it was just a scam used to satisfy certain interests. A huge amount of N7.19 trillion has been paid in subsidy between 2006 and 2015. An analysis of the 2013 budget shows that the allocation for fuel subsidy constitutes about 20% of the entire budget, 10 times more than the amount appropriated for agriculture and rural development (N81.41 billion). Thrice more than the figure for health (N279.23 billion), and twice the amount voted for education (N426.53 billion).  The amount voted for Capital Expenditure, N1.54 trillion, was slightly higher than the N971.1 billion paid for fuel subsidy in 2013.

Moreover, the gradual and significant reduction of subsidy from 2012 to date is another indication that Federal Government is on the verge of completely withdrawing subsidy payment; this move has sparked debate on the issue from several quarters. For instance the Jonathan administration had earmarked N145 billion for subsidy payment in 2015 budget, a figure lower than N971.1 billion that was appropriated for in in 2013 and 2014. Out of the N145 billion, is N100 billion while the balance of N45 billion is for kerosene.  The subsidy payment has reduced significantly from 2011 when N2.3 trillion was paid. From 1999 – 2012 federal government employed many strategies to stop subsidy payment. These efforts often lead to increase in petroleum pump price, which never went down well with the populace, especially the labour force. For instance President Olusegun Obasanjo increased pump price from N11 to N20 per litre and again to N22.  The price went up to N26 per litre and to N40 in 2003. It was increased to N45 in 2004 and to N70 in the twilight of his administration in 2007. In the same year, late President Umaru Musa Yar’Adua reversed it to N65 per litre following widespread protests. The price remained at N65 until Jonathan increase it to N141 in 2012, to curtail subsidy payment.

Consequently, this led to widespread protest all over the country. The protesters were so adamant that the Federal Government had to reduce the price from N141 to N97 per litre. Government then established the Subsidy Reinvestment Programme (SURE-P) from funds generated from subsidy withdrawal to create jobs and business opportunities in order to placate the populace.  The Federal government reduced pump price to N87 on January, 2015 after agitations in many quarters, the reduction was attributed to the fall in crude oil price. Indeed, creating awareness in the mind of Nigerians on the need to remove subsidy has never been and would never be an easy task because of the relationship it has with pump price. 

However, it was argue by the Civil society groups that the fuel subsidy doesn’t benefit Nigerians fully and solely because most of the quantity of the fuel subsidized by the federal government is smuggled across borders to Benin republic, Ghana and Togo at Owode-Apapa, Ogun State, illegal fuel sale is one the major income source for the resident of the area.  The products are transported in gallons and drums in tricycles from Nigeria to the various destinations. It was also discovered that a large quantity of petrol is shipped through the sea with speedboats and ferries to other countries even when there is scarcity in Nigeria.

The recurring Long Queues across the country are a subtle reminder of what awaits Buhari, thus Danladi Pasali the Executive Secretary of Independent Petroleum Marketers of Nigeria (IPMAN) blamed the scarcity in early 2015 on the refusal of Federal Government to pay about N264 billion subsidy claims due to the marketers. Contrarily, Alhaji Farouk Ahmed, Executive Secretary Petroleum Products Pricing and Regulatory Agencies (PPPRA) attributed the scarcity to the devaluation of Naira twice between November and February 2015 by Central Bank of Nigeria (CBN). He said the devaluation led to confusion in the oil sector as the PPPRA did not know the exchange rate to be used for importation of fuel. According to him the marketers could not deliver their consignments because they were not sure of the delivery cost.

Furthermore, the former Minister of Finance and Coordinating Minister for the Economy, implored marketers to put the nation first and be more patriotic when making subsidy claims. The Marketers claim they are owed N200 billion while the minister insists they are only owed N98 billion. This was after the federal government paid a total of N156 billion made up of N100 billion as the principal amount owed to marketers, N56 billion interest and N31 billion for exchange rate differentials leaving a balance of N98 billion. The template developed by PPPRA for subsidy payment includes profit margin and exchange differentials, which according to the former minister of Finance (Okonjo Iweala) said it was difficult to reached as a result of dwindling of government revenue.

However, Malachy Ungwummadu a civil rights lawyer purported that Nigeria is a respected producer of petroleum products and ironically we also remain as the unfortunate importers of the products. He blamed the bad refineries, of the four refineries in the country none as operated at full capacity for a long time. The continuous turnaround maintenance has not solved the problems, and that is the reason why most of the refineries operate at below capacity. The inability of the refineries to meet the domestic demand, has been utilized has an opportunity by few business men and women to make importation of fuel common pace in the sector. Few powerful interests have monopolized the business and it would remain so as long as the refineries keep operating as they currently do. Some economic observers also advised the government of Buhari to seek a better participation of private investors in the downstream sector of the oil industry. Investor like Aliko Dangote should be encouraged to build more refineries across the country in order to curb the rate of importation, create jobs and grow the economy.

In addition, Aliko Dangote a Nigerian Billionaire dared to acquire the Nigeria underperforming refineries in 2007, when President Olusegun Obasanjo made an attempt to privatize them as an effort to reduce scarcity of the finished products. Dangote and Femi Otedola, Chairman Zenon oil, together with other similar investors. Through the Bluestar Consortium had offered to pay $561 million and $160 million for the Port Harcourt and Kaduna Refineries respectively, Nigerians actually believed the Dangote and co were capable of making the refineries work again, but all the hope was dashed when the Late President Umaru Yar’Adua reversed the sales, following outcry by vested interests. Dangote however was not disillusioned he still went on to build a $9 billion refinery complex, which will process 650,000 barrels per day when completed in 2017. Dangote is financing the refinery with a $5.5 billion loan facility provided by a consortium of local and international banks and $ 3.5 billion of his personal equity. With these kind of private refineries the cost of petrol will reduce, because locally produced petrol will gulp lower freight cost, more investor will also be attracted to the same business when they see the possible return that can be generated on the investment. Below is the Table showing difference Petrol Price between 1973 to 2016. 
Table 1: Illustrates the Changes in Fuel Prices in Nigeria from 1973-2016
	Date
	President/Head of State
	Prices per Litre
	% Change

	January, 1973
	Gowon
	6k to 8.45k
	40.8

	1976
	Murtala
	9k
	0.59

	October, 1978
	Obasanjo
	15.3 kobo
	70

	April 20, 1982
	Shagari
	20 kobo
	30.71

	March 31, 1986
	Babangida
	39.5 kobo
	97.50

	April 10, 1988
	Babangida
	42 kobo
	6.0

	January 1, 1989
	Babangida
	40kobo for commercial vehicles
	43.0

	December 19, 1989
	Babangida
	60kobo for all vehicles
	43.0

	March 6, 1991
	Babangida
	70 kobo
	16.67

	November 8, 1993
	Shonekan
	N5.00
	614.0

	November 22, 1993
	Abacha
	N3.25
	-35.0

	October 2, 1994
	Abacha
	N15.00
	361.54

	October 4, 1994
	Abacha
	N11.00
	-26.67

	December 20, 1998
	Abubakar
	N25.00
	127.0

	January 6, 1999
	Abubakar
	N20.00
	-20

	June 1, 2000
	Obasanjo
	N30.00
	50

	June 8, 2000
	Obasanjo
	N25.00
	-16.67

	June 13, 2000
	Obasanjo
	N22.00
	12.6

	January 1, 2002
	Obasanjo
	N26.00
	18.2

	June 20, 2003
	Obasanjo
	N42.00
	23.8

	2004
	Obasanjo
	N50.00
	19.05

	2004
	Obasanjo
	N65
	30

	2007
	Obasanjo
	N75
	15.38

	2007
	Yar’Adua
	N65
	-15.38

	2012
	Jonathan
	N141
	116.92

	2012
	Jonathan
	N97
	-31.21

	2015
	Jonathan
	N87
	-10.3

	2016
	Buhari
	86.5
	-0.57


Source: National Bureau of Statistics (2016)
Table 2: Showing the Subsidy Payment from 2005 – 2015.
	Year
	Amount (N)

	2005
	146 billion

	2006
	151.9 billion

	2007
	188 billion

	2008
	256.3 billion

	2009
	421.5 billion

	2010
	673 billion

	2011
	2.19 trillion

	2012
	888 billion

	2013
	971.1 billion

	2014
	971.1 billion

	2015
	145 billion

	Total
	7.19 trillion


Source: Tell Magazine May, 20 2015


Figure 3: Showing the Subsidy Payment by Federal Government from 2005 - 2015
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Source: Tell magazine May 20, 2015
Table 3: Comparing the Petrol Price (PMS) in Nigeria with other OPEC Countries. 
	OPEC Member
	PMS Price
	Minimum Wage in Naira
	Population
	Production ‘000 bpd

	Venezuela
	3.61
	95,639
	29,105,632
	2,340

	       Kuwait
	34.54
	161,461
	3,566,437
	2,340

	    Saudi Arabia
	25.12
	99,237
	27,136,977
	9,800

	         Iran
	102.05
	86,585
	75,330,000
	3,700

	       Qatar
	34.54
	101,250
	1,696,563
	810

	         UAE
	78.18
	Not applicable
	8,264,070
	2,500

	       Algeria
	63.55
	55,957
	36,423,000
	1,360

	         Libya
	26.69
	23,813
	5,670,688
	1,650

	          Iraq
	59.66
	25,813
	30,399,572
	1,481

	       Nigeria
	145
	18,000
	         167,000,000
	2,250


Source: Tell magazine May 20, 2016
3. Comparative analysis of Petrol price in Nigeria with other Countries.

Table 6 show the comparison of the petrol price, minimum wage, population and production petrol of Nigeria with other Organization of Petrol Exporting Countries (OPEC). There is evidence that Nigeria have the highest population, lower minimum wages with highest petrol price. This finding that the standard of living may likely be poor and it also suggests that the economy seem to be poor compared with those OPEC countries.
4. Conclusion
We have reached a conclusion that 33based on the opinion of the eminent Nigerian, Civil society group, Newspapers and  Magazines report, stakeholders in the oil industry, and the public there are evidence that the refineries are not working at their capacity this due to poor maintenance and bombing of the pipeline my the Niger Delta Militant. In addition, huge amount of money budgeted for turnaround maintenance of the refineries was not used appropriate, this due to lack of accountability and transparency in the oil sector. Since 2012 the Federal government is on the verge of completely withdrawing subsidy payment and the present government finally removed the subsidy. The removal of subsidy will surely bring deregulation of the petroleum sector where individual will be allow to build their own refinery this may likely  reduce the scarcity and price of pump price of petrol. Most Nigerian believes that the payment of subsidy is scandalous because this huge amount of money was going into individual pocket.
5. Recommendation
Based on the findings and conclusion, we recommend that as Federal government should remove oil subsidy completely, they should encourage more investors to build refineries so that the importation of oil by marketers will be reduce gradually. This may likely also reduce the pressure on exchange rate which is affecting the economy at present. In addition, building of more infrastructure in Nigeria essential particularly in the Niger Delta region where there always vandalism of the oil facilities.  The money that was used in payment of subsidy should be used judiciously to create more employment and building of infrastructures. In addition, the federal government should pay more attention to issue of corruption by enhancing accountability and transparency in the petroleum industries in Nigeria.
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