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On one hand, most citizens would

prefer to pay less for fuel and other

forms of energy, and on the other

hand, the country's political leaders

must make decisions that will serve

the long-term benefit of the entire

population. 

One of the primary arguments

against subsidies in the petroleum

sector is their unproductive use of

scarce resources. Subsidy spending

in this sector amounts to a

disproportionately high percentage of

the country's budget, and funds that

could be better invested in areas

such as education, health services,

and agriculture are instead being

used to subsidize petroleum

products. This leads to an opportunity

cost, where the government is unable

to achieve human development and

empower citizens to reach their full

potential. Additionally, the savings

made from eliminating subsidies

could be used to address the current

labor demands for wage increases at

all levels.

Another issue with subsidies in the

petroleum sector is the

underdevelopment of the

downstream industry. Fuel subsidies

in Nigeria have led to poor

maintenance and inadequate

investment in facilities, infrastructure,

human resources, transportation, and

existing refineries. This has also led

to poorer implementation of health,

safety, environment, and quality

matters. 

he petroleum

downstream sector has

long been a source of

contention in Nigeria,

with the issue of

subsidies at the

forefront of the debate.

T

The administration of fuel subsidies in Nigeria has also resulted in inefficiency in the

downstream sector. The socialist and government-like approach to distribution,

rather than a business-like approach based solely on numbers, has led to priorities,

practices, and investments that do not improve refining capacity, logistics efficiency,

or customer services.

Furthermore, the subsidy process is opaque and the selection to participate in the

Direct Sale Direct Purchase (DSDP) program is not competitive. The opacity of the

process makes it difficult to achieve proper accountability.

The lack of resources for social investment is another major concern. Experience

has shown that subsidy removal must come with palliatives to be accepted by the

public. The opportunity to address several outstanding issues such as paucity in the

funding of education, failure of the health system, borrowing to build and fix roads,

and low wages has presented itself. The funds from the removal of this subsidy can

be applied to these key national issues in a transparent and accountable manner.

Eliminating oil subsidies would address these issues by promoting economic growth

and diversification, creating jobs, and increasing revenue for the government. It

would also reduce unemployment through the provision of more jobs and improved

opportunities for self-employment. Additionally, it would address the infrastructure

deficit and improve access to education, healthcare, and transport services. It would

also help remove illegal trade practices in the economy and decrease consumer

prices, increasing consumer purchasing power.

In conclusion, the continued existence of subsidies in the petroleum industry is not in

the interest of Nigeria. It is unsustainable and detrimental to the economy, and the

benefits of eliminating them far outweigh the short-term discomfort that may be

caused. The government must take bold and visionary steps to remove these

subsidies and use the savings to address the key national issues that are of concern

to citizens. It is in the interest of all Nigerians to eliminate the petroleum subsidy and

move towards a more efficient and sustainable energy sector.
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INDUSTRY
WATCH

*The blended rate is the rate at which most private sector operators import products. This blended rate of
700.55 NGN per USD was calculated by MOMAN using the rate of 15% of the CBN rate (460.00 NGN per USD)
+ 85% of the parallel market rate (743.00 NGN per USD) advised by The NMDPRA.

All USD per litre prices are sourced from Globalpetrolprices.com.
Naira per litre price using CBN rate of 460.00 NGN per USD was calculated by MOMAN.
Naira per litre price using the blended rate of 700.55 NGN per USD was calculated by MOMAN.
^Pump price, taking into consideration the PLATTS and FOREX adjustment: 631.55 NGN per litre. 

All USD per litre prices sourced from Globalpetrolprices.com EXCEPT for Nigeria.
Nigeria’s USD per litre price was calculated by dividing the pump price of 650.00 NGN by the blended rate of
700.55 NGN per USD. This calculation was done by MOMAN.
Naira per litre price using CBN rate of 460.00 NGN per USD was calculated by MOMAN.
Naira per litre using the blended rate of 700.55 NGN per USD was calculated by MOMAN.

Note:

PMS Pump Prices

AGO Pump Prices
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