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editorial
 

By Olise' Wakwe

The Nigerian downstream petroleum industry is
currently facing several challenges, including a lack
of supply diversification, an over-reliance on
subsidies, and a lack of transparency and efficiency
in pricing and distribution. To address these issues
and create a more sustainable and competitive
industry, a transition to a price-deregulated system
is necessary.

This article aims to provide recommendations from
industry experts and other schools of thought for a
phased transition plan that will allow the industry to
move away from the current subsidy regime and
towards a more liberalized, market-driven system.
The plan includes recommendations for the repeal
of existing charges and the implementation of new
administrative and infrastructure funding, as well as
a gradual increase in prices to ultimately reach
market-determined pricing. 

Firstly, many industry experts would recommend
that the payment of Petroleum Equalization Fund  

(PEF) and Petroleum Products Pricing
Regulatory Agency (PPPRA) charges be
stopped, as they are no longer legal under the
Petroleum Industry Act 2021. Industry experts
mostly recommend that this be done at the
beginning of a phased transition period. They
also recommend an administrative and
infrastructure funding to be implemented after
industry consultation and engagement.

Secondly, these industry experts recommend
supply diversification and liberalization be
executed, monitored, and supervised by The
Authority over a six-month period. This period
shall be used to retire the Direct Supply, Direct
Purchase (DSDP) program, creating a level
playing field for qualifying marketers to access
FOREX for importation. Some school of thought
would also recommend an Authority-led
committee, with industry representation for
transparency, to be set up to manage access to
the FOREX proceeds from the sale of 445,000  
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Lastly, it is crucial that stakeholder engagement,
adequate communication, and collaboration be
prioritized for the success of the transition plan.
Critical stakeholders such as the public, unions,
industry operators, and trade groups need to be
extensively engaged. Specific public
sensitization and enlightenment campaigns about
individual and collective energy conservation,
alternative energy sources, domestic gas
utilization, safe energy use, and care for the
environment strategies are needed to re-
condition public perception and ensure better
uptake and adoption.

It is important to note that there may be
challenges in implementing this plan, especially
the risk of hoarding products close to month-end
if prices predictably change at the same time
monthly. However, it is believed that a
concerted, collaborative plan would be able to
mitigate such risks. Additionally, there are
opportunities for industry reform via enhanced
policy, regulation, and compliance in addressing
issues around standards and service quality.
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barrels/day of crude dedicated to local refining. The
procedure for access to FOREX by parties
interested in PMS importation shall be worked out
between the Central Bank of Nigeria, The
Authority, and the industry, taking into cognizance
section 317 (8-11) of the Petroleum Industry Act
2021.

Thirdly, it is recommended that prices of PMS be
gradually increased over time, culminating in
market-determined pricing. This can be achieved
through the management of the exchange rate at
which the product is imported, which shall be
governed and supervised by The Authority. This
approach will help eliminate subsidies, allow for
cost recovery, and reduce pricing uncertainty while
minimizing the price shock to consumers.
In addition, it is suggested that the Autogas program
be implemented to provide a viable alternative to
PMS, moderating the impact of PMS price cap
removal. Federal and State Governments need to
stimulate demand by converting most of their
vehicular PMS demand to gas (LPG or CNG)
during the first phase of the transition period.
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Annual inflation has been rising steadily since the beginning of 2022. The
annual inflation rate in Nigeria accelerated to 20.52% in August 2022 from
19.64% in the previous month, and above market expectations of 20.25%. 
This remains the highest since September 2005.
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FOREX RATES - INTERBANK I & E MARKET
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CLOSING USD / NGN FX RATES
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AVERAGE EX-DEPOT PRICES (nAIRA/LITRE)
24 JANUARY - 27 JANUARY 2023
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AVERAGE WEEKLY  PRICES
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PLATTS

PLATTS
MONTHLY AVERAGE
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WEST AFRICAN PUMP PRICES
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