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Abstract

The purpose of this study is to examine the perception of Nigerians on the influence of deregulation and
privatisation moves of the government in the oil and gas industry in Nigeria. The oil and gas industry is strategic to
national development and growth in Nigeria. Oil and gas constitute about 90% of Nigeria’s foreign exchange
earnings and 83% of its GDP. This study adopted the survey research design. It was found that the deregulation and
privatisation of the oil and gas industry will usher in sustainable national development and will be a blessing rather
than a curse for the citizenry. 77.8% of the respondents believe that the deregulation and privatisation of the oil and
gas industry will be a blessing to Nigerians and 80.6% of the respondents do not believe that the deregulation and
privatisation of the oil and gas industry will be a curse to Nigerians. The authors recommend that strategic sectors
such as oil and gas as well as the power sector should be deregulated and privatised for sustainable national
development.
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INTRODUCTION
The oil and gas industry is strategic to national consequences such as wanton diversion of petroleum
development and growth in Nigeria. Oil and gas products to neighbouring countries, smuggling,
constitute about 90% of Nigeria’s foreign exchange
earnings and 83% of its GDP (Ogbeifun, 2008). hoarding and other criminal activities perpetrated in the
According to Adewumi and Adenugba (2010), Nigeria  system. The country has four oil refineries and these
is one of the world’s largest producers of crude oil, the  refineries have been bedevilled by fire, sabotage, poor
10th largest producer and the 6th largest exporter among  management, lack of turn-around maintenance as well
Organisation of Petroleum Exporting Countries (OPEC)  as corruption. These challenges have made it difficult
members. Nigeria, Africa’s largest crude exporter has  for the refineries to operate beyond 40 percent of their
continued to import refined petroleum products after  capacities (Adewumi & Adenugba, 2010).
over fifty years of crude oil extraction (Nwanze, 2007).
Many hold the view that for the oil and gas sector in  The consequence of the catalogue of problems listed
Nigeria to satisfy the yearnings and aspirations of the  above is usually shortages of refined products and
citizenry the sector should be deregulated and  massive importation to meet domestic consumption. It is
privatised. Deregulation and privatisation are now  believed in some quarters that the deregulation and
global phenomena. They are the offshoot of economic  privatisation of this strategic sector will bring succour to
globalisation. Many developed and developing countries  Nigerians and make the products readily available and
have experienced one form of economic reforms or the  cheap since it would breed competition as we have
other as a result of the global economic system. The  witnessed in the telecommunications sector. The
attitude of some Nigerians towards deregulation and  deregulation of the telecommunications sector in
privatisation of the oil and gas industry has been  Nigeria gave way for more competition and eventually
indifferent as many hold the notion that such lower charges or tariffs. However, the average
government policies will lead to job losses as well as  Nigerians’ belief is that the deregulation and
high cost of living. This negative attitude or posture;  privatisation of the oil and gas industry will result in
poses the greatest problem to the Nigerian economy. hikes in the prices of petroleum products. The objective
of deregulation and privatisation of the oil and gas
Many have argued that the non- deregulation and non-  industry is to enable private investors to invest in the
privatisation of the sector will lead to negative sector in other to eliminate constant shortages of fuel
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and gas in the country. From experience it appears that
government can not manage this strategic sector for
sustainable development in Nigeria. Efforts being made
to deregulate down streams oil and gas sector are
welcome relief to the sector and Nigerians generally.
There has been crisis in this strategic sector. The crisis
has resulted in production shutdowns, high cost of
obtaining fuel from the black market and scarcity or
unavailability of petroleum products. This has had
negative impacts on the economy with industrial
capacity utilisation nose-diving drastically. Many
companies operating in Nigeria have relocated their
businesses to other neighbouring countries as a result of
the high cost of petroleum products as many rely on
generating sets to power their operations. The
deregulation and privatisation of this industry will
reduce constant shortages and reduce time wasting in
queues for fuel at filling stations. We are all living
witnesses to the dramatic changes that have taken place
in the telecommunications sector and the quantum leap
that has been achieved in this sector. The oil and gas
free-zone in Onne, Rivers state; is a welcome
development. However, since the oil and gas sector is
capital intensive in nature and requires foreign
technologies, the government should give adequate
incentives for private sector participation. The purpose
of this study is to examine the perception of Nigerians
on the influence of deregulation and privatisation moves
of the government in the oil and gas industry in Nigeria
in promoting national sustainable development in the
country.

LITERATURE REVIEW

To deregulate as defined by the Oxford Advanced
Learner's Dictionary (2005) means to free a trade, a
business activity from rules and controls; that is to
decontrol whilst to privatise means to sell a business or
an industry so that it is no longer owned by the
government; that is to denationalise. Deregulation as
defined by investorwords.com means the removal of
government controls from an industry or sector to allow
for a free and efficient marketplace. Deregulation occurs
when the government seeks to allow more competition
in an industry that allows near-monopolies.
Deregulation enhances competitive service delivery that
will enable consumers to have wide range of choices as
regards their quest for satisfaction. A glaring example
can be seen in the telecommunication sector (Omodia,
2007). As noted by the World Bank (1988), experience
has shown that competitive markets- mainly involving
private sectors are the most efficient ways to supply
goods and services. Government role usually can be
limited to policy making, while leaving actual
investment, operation and maintenance to non-
governmental entities (Omodia, 2007). According to
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Onipede (2003) the continuous abysmal performances
by most of the government parastatals are the
undisputable evidences of inappropriateness of
government involvement in business. Onipede further
asserts that those who continuously argue against
NEPA’s now PHCN’s privatisation cited loss of jobs
and national security as reasons. Rational minds would
definitely disagree with this reasoning. Thus,
deregulation and privatisation are believed to be capable
of enhancing efficiency and effectiveness in service
delivery.

According to Olayiwola (2009), oil and gas operations
commenced in Nigeria effectively in 1956. A brief
historical excursion indicates that oil exploration started
in 1908 in Lagos and Okitipupa coastal areas both in
Western Nigeria by the Nigerian Bitumen Company
established by a German Consortium. Between 1908
and 1956, various exploration and exploitation
continued in various parts of Nigeria. In 1956, oil was
discovered in commercial quantity at Oloibiri, present
day Bayelsa state (lhua, Ajayi & Eloji, 2009); in the
Niger Delta region of Nigeria by Shell D’Arcy. This
development heralded Nigeria’s membership of
Organisation of Petroleum Exporting Countries (OPEC)
in 1971. The exploration of oil and gas is predominantly
concentrated in the Niger Delta where multinational
companies and a few of the indigenous ones are
engaged in production and exploration of oil and gas.
The oil and gas industry comprises the upstream, the
downstream and service sectors. The upstream sector
focuses on mining, exploration, production and
exportation and is dominated by multinational
companies (Ogbeifun, 2009). Chevron, Shell, Agip, EIf,
Texaco, Esso-Mobil inter alia belong to the upstream
sector.

According to Adewumi and Adenugba (2010), these
multinational companies weld so much power within
the Nigerian state and the communities. They have been
able to exploit, explore and produce oil within the Niger
region axis without corresponding development. A few
indigenous upstream oil and gas companies exist in line
with the provision of local content policy of the
government. The downstream sector is involved in
refining of crude oil into usable products through
distillation, conversion and other special treatments to
arrive at petroleum products and gas. It is also involved
in distribution of products. The downstream sector has
been constrained by unenviable state of the refineries,
which have been producing at minimal capacities
despite huge expenses incurred on turnaround
maintenance of the crisis-ridden refineries (Aigbedion
& lyayi, 2007). Petrochemical plants and fuel stations
belong to this sector. The service sector provides
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technical and consultancy services to aid the upstream
sector in drilling, exploration and production activities.
The Nigerian government is a major investor in the
production activities of the upstream sector and its
activities are coordinated mainly by the Nigerian
National ~Petroleum  Corporation (NNPC). The
Department of Petroleum Resources (DPR) acts as the
regulatory agency for the oil and gas sector. Aside from
the NNPC and the DPR, the Ministry of Energy, the
Federal Ministry of Environment, the Federal Inland
Revenue Service and the Niger Delta Development
Commission are the principal government agencies
responsible for oil and gas matters in Nigeria (Chidi,
Badejo & Ogunyomi, 2011).

Significance of the Study

This study is aimed at exploring the perception of
Nigerians on the influence of deregulation and
privatisation moves of the government in the oil and gas
industry in Nigeria. The oil and gas industry is strategic
to national development and growth in Nigeria. This
study found that the deregulation and privatization of
the oil and gas industry is relevant to not only to usher
in sustainable national Development to Nigeria
economy but open more opportunities to teaming
Nigerians, researchers and private investors

METHODOLOGY

This study adopted the survey research design. With a
view to eliciting information from respondents, a self-
developed questionnaire was designed using the
dichotomous scale (Yes/No). The instrument has two
sections: Section A has 13 items which sought the views
of respondents on the deregulation and privatisation of
the upstream and downstream oil and gas industry in
Nigeria. Section B elicited the demographic profile of
respondents. A total of 215 questionnaires were
distributed to the target population using the simple
random sampling technique. The questionnaires were
self-administered to respondents with the help of three
research assistants. However, 180 were returned upon
which the data analysis was based. This represents
83.7% response rate. Data analysis was carried out with
the aid of SPSS (Statistical Package for Social Sciences)
version 17.

RESULTS

With respect to respondents’ category, respondents to
this survey consist of government agencies which
represent 22.2% of the respondents. Market women
make up 16.7%; students 12.2%; workers account for
19.4%; upstream oil sector comprises 16.1%; whilst the
downstream oil sector consists of 13.3%. With respect
to sex distribution, 68% of the respondents are male
whilst 32% are female. 78% of respondents are not in
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support of the monopoly enjoyed by the NNPC. This
implies that they are in support for the deregulation of
the oil and gas industry which will break the monopoly
of NNPC. 67% of the respondents believe that
deregulation and privatisation of the oil and gas industry
will force down the prices of petroleum products. 82%
of the respondents believe that deregulation and
privatisation will result in the elimination of smuggling
of petroleum products across the borders to
neighbouring countries. 78% of the respondents believe
that the deregulation and privatisation have nothing to
do with political factor except if the government is not
sincere with its policy implementation. 88% of
respondents agree that deregulation and privatisation
policies will improve the Nigerian economy. 86% of
respondents do not agree that the political implications
outweigh the economic implications for deregulation
and privatisation. This corroborates the views of
respondents to the preceding question. 94% of the
respondents agree that the government should go ahead
with deregulation and privatisation of the oil and gas
industry. 50% of the respondents agree that the removal
of fuel subsidy is necessary whilst 50% disagree. 72.2%
agree that government should subsidise the prices of
petroleum products. 100% of the respondents believe
that the deregulation and privatisation of the oil and gas
industry will create job opportunities for Nigerians. 67%
of the respondents think that the government should
deregulate and privatise the oil and gas industry
gradually. 77.8% of the respondents believe that the
deregulation and privatisation of the oil and gas industry
will be a blessing to Nigerians. 80.6% of the
respondents do not believe that the deregulation and
privatisation of the oil and gas industry will be a curse
to Nigerians. This corroborates the views of respondents
to the preceding questions.

DISCUSSION OF FINDINGS

From the foregoing, it is evident that the deregulation
and privatisation of the oil and gas industry will usher in
sustainable national development and will be a blessing
rather than a curse for the citizenry. These findings are
consistent with the views of Omodia (2007). According
to Omodia (2007) government role usually can be

limited to policy making, while leaving actual
investment, operation and maintenance to non-
governmental  entities. Omodia (2007)  views

deregulation and privatisation in positive light as it is
believed that deregulation and privatisation are capable
of enhancing efficiency and effectiveness in service
delivery.

CONCLUSION AND RECOMMENDATIONS
Deregulation and privatization are now global
phenomena. They are the offshoot of economic
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globalization. For an economy to be competitive it
needs to embrace global standards. We cannot escape
globalization and so we must be part of it. The attitude
of some Nigerians towards deregulation and
privatization of the oil and gas industry has been
indifferent as many hold the notion that such
government policies will lead to job losses as well as
high cost of living.

This negative attitudinal posture; poses the greatest
problem to the Nigerian economy. It was found that the
deregulation and privatisation of the oil and gas industry
will usher in sustainable national development and will
be a blessing rather than a curse for the citizenry. The
following recommendations are made:

» The authors recommend that strategic sectors such
as oil and gas as well as the power sector should be
deregulated and privatized for sustainable national
development.

It is recommended that the regulatory framework
and environment should be such that encourage
maximum competition. Accordingly, government
must repeal all laws that inhibit competition and
should pass laws that protect investors.

Government should prepare to address the labour
problems, which may arise as a result of
deregulation and privatization. A proactive
programme of education of labour unions should be
pursued. More so, safeguards against job losses
should be embarked upon.

It is recommended that government should leave
the management of company in the hands of the
strategic partner.

Government sales option (of 40% to strategic
partner, 20% Nigerian public and 40% government)
should be implemented accordingly even at the
reduced equity holding by government. However it
is recommended that government divests gradually
its remaining shares at a minimum of 5% per year
to the Nigeria public.

It is recommended that workers should be allowed
to have a stake in the refineries in the form of
equity participation. This will reduce the risk of
shortage usually associated with workers’ union
activities and ensure greater commitment to the
survival of the refineries.

It is recommended that the government should in
effect provide the broad guidelines for the operation
of the refineries and allow private initiative in the
running of refineries.
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APPENDIX

Table 1. Frequency Distribution of Primary Data N=180

S/N | QUESTIONS YES % NO %

1 Should the monopoly enjoyed by the NNPC be sustained 40 22 140 78

2 Will the deregulation and privatization of the oil and gas industry force down the | 120 67 60 33
prices of Petroleum products?

3 Will the deregulation and privatization result in the elimination of smuggling the | 148 82 32 18
product across the border?

4 Do you agree that political implications for deregulation and privatization policies? 40 22 140 78

5 Do you agree that deregulation and privatization policies will improve the Nigerian | 158 88 22 12
economy?

6 Do you agree that the political implications outweigh the economic implications for | 25 14 155 86
deregulation and privatization

7 Do you agree that the government should go ahead with deregulation and privatization | 170 94 10 6
of the oil and gas industry

8 Do you agree that the removal of fuel subsidy is necessary? 90 50 90 50

9 Do you agree that the government should subsidies the prices of petroleum product? 130 72.2 50 27.8

10 Do you believe that deregulation and privatization of the oil and gas industry will | 180 100 - -
create job opportunities for Nigerians?

11 Do you think that the government should deregulate and privatize the oil and gas | 120 67 60 33
industry gradually?

12 Do you believe that the deregulation and privatization of the oil and gas industry will | 140 77.8 40 22.2
sustain national development

13 Do you believe that the deregulation and privatization of the oil and gas industry will | 35 19.4 145 80.6
not promote national development in Nigeria?

Source: Field Survey, 2015
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