ANALYSIS OF THE PROBLEMS OF PETROLEUM PRODUCTS DISTRIBUTION IN NIGERIA

ABSTRACT

This research project is a very crucial study for the Nigeria government owned companies. The study was motivated by the necessity to solve this problems of perceived necessity to solve this problems of perceived ineffective management in government owned companies in Nigeria. To solve the research problems, both primary and secondary data were collected the instruments used in collecting the data were Questionnaires and oral interviews. The respondent comprised the personnel, distributors and consumers of the company’s products. The following hypotheses were tested. 

Data analysis and interpretation gave the following.

i. Most of the respondents completed and returned their questionnaires representing the total distribution 

ii. Most of the questionnaires were distributed to the semi-urban while others were distributed to urban questionnaires and rural area. 

Based on the findings, the researchers recommend that!

i. There should be efficient distribution

ii. There should limited control of sub dealers

iii. Users should be granted licenses..

CHAPTER ONE

INTRODUCTION

1.1
Background to the Study

Production is not complete until the goods get to consumers for whom they are meant. A typical firm will discover that the consumers of its product are scattered abroad. The firms decisions to distribute its products directly through own sales outlets or indirectly through marketing intermediaries ie (Wholesalers or retailers) alone in not enough to the goods to consumers the firms has to ensure that the products are actually available at or made available to the distribution outlets.

Adequate care has to be taken of the products to minimize losses or damages and commensurate customer services have to be given in order to ensure customer satisfaction and increased patronage. In other words, there is the need for proper management of the flow of products from manufacturers to consumers in order to achieve consumer satisfaction and the commercial goods of the firm. The attainment of these goals falls into the realm of physical distribution aspect of marketing. The increase snphssis given to the concept of physical distribution in commercial firms and industries since its inception in 1950s is a confirmation of the its immense contribution to the successful achievement of marketing goals physical distribution is the term used to describe all the activities, that have to do with planning and implementing the making or production of goods from the manufactures or sellers to buyers. These activities include the processing of sales order, materials handling inventory management demand forecasting, storage of materials, transportation and customer services among others. 

The distribution and marketing of petroleum products. 

This started in Nigeria by the year 1907 with the establishment of a link in sumo lower, kerosene, by seconyvacum oil company (now mobile) but today, it has grown to include other multi-national companies. Referred to as the big seven, they includes African petroleum, Total, Agip, National Oil and marketing company, Texaco marketing and distribution of petroleum was in the hand of the private section. Inadequately of the private sector increase of the mid 705 prompting government intervention which led to the construction of extensive pipeline network and strong depots. The Nigerian National Petroleum Corporation (NNPC) was set up to prospect.

1.2
Statement of the Problem

Distribution is a very important instrument in every marketing organization, industry and retail outlet effectively planned and implemented distribution policies are basically a prerequisite for proper integration of the activities that will eventually used to the activities eventual achievement of the organizational goal, but more often than not, problems tend to exist where policies, are not defined or where they are not existing.

In most cases, prices of the products of petroleum being distributed are highly rated or such products become very scared as a result of the involvement of distribution channels. Many times, this had led the consideration of whether channel members are necessary in distribution and whether effective monitoring of the distribution channel will prevent not only high price and scarcity of the product in question. It will prevent the marketing activities 

More so, in a situation where economic and technological advancement have become a thing to reckon with, the competition in the market place, there is need to improve distribution effectiveness through the wholesalers, retailers and other types of intermediaries.

Availability of product at right time and place, which is t effort of middlemen as at ready mentions. But the dynamic nature of the environment and other bureaucratic bottlenecked can makes this success in distribution not to be realistic. This posses a problem in the distribution of petroleum products. Due tot eh unrealistic incorporation of marketing activities in making the petroleum products available in the market place or rather improve for more effective and efficient distribute. This study there tried to highlight and to evaluate the problem of physical distribution if the distribution of petrol in Enugu State.
1.3
OBJECTIVES OF THE STUDY
This study “problems of petroleum products distribution in Nigeria” is basically aimed at finding the cause of incessant shortage of petrol in Enugu. To find out whether the storage facilitates, provided at the depot and by the oil marketing companies are not enough to ensure steady supply.

The study also aims at reviewing the distributive network of the oil marketing companies. Since a production process is said to be incomplete until goods and services are made available to the ultimate consumer.

The study also intends to assess the ability of the oil marketing companies to meet up with emergencies and unpleasant situation like strike action erratic increases in demand etc.
1.4
RESEARCH QUESTION
The following are the research questions of the study which was investigates.

What quality of petroleum that is most preferable in Enugu metropolis? This is the first attempt made by the researcher to get research question about the type of petroleum of oil quality needed among the consumers of the product.

What variables do consumers consider when buying the products? Here the researcher to use this, which is based as the nature of planning is being considered among the people or the consumers of the products.

What are the causes of problems in the distribution of petroleum in Nigeria? 

What is to be considered as the solution to this problem of petroleum distribution in Nigeria on Enugu Metropolis? 

Why is it that government in conjunction with “NNPC” recruit inadequate workers for the production of this fuel distribution? 

Does the NNPC branches to produces oil in Nigeria Port-Harcourt, Warri and Kaduna Manage the company well, if so why thin the problem of petroleum distribution affect them?.

1.5
Significance of the Study

The study is of great importance is that any study carried out in the marketing and distribution of petroleum product would be of significance to all and sundry in the country and Enugu metropolis in particular because of its economic implication. 

The study is concerned with identifying the problems of physical distribution and the ways in which the problem could be solved so as to ensure a lasting solution to the problem.

It will assist the oil marketers and dialers to petroleum to improve on their distribution of petrol in Enugu metropolis. Because if these problem will be solved it will benefit the consumers to carryout their marketing programmes. 

This study will be of immense benefit to organization that deals on petroleum products in Enugu metropolis and to determine the extent of their oil and petroleum effectiveness. In addition, the study will determine the factors or problems limiting petroleum production distribution of the marketing organization. It is expected that the findings will help to bridge any gap that may exist and to make these petroleum organizations in Enugu metropolis more effective. And more efficient in planning and execution of petroleum policies.

Through this research conducted or investigated the oil / petroleum marketing organizations will understand their shortcomings, problems and weak points and will subsequently adopt measures aimed at enhancing their petroleum distribution effectively and the government should be in position to adopt the right strategies to enable petroleum product distribution marketing organization achieve better goals.

1.7
Scope of the Study

This study give ways or opportunities for the marketers and distributors of petroleum products to deal with the problems that affect the country particularly Enugu metropolis in the distribution of their product. 

The organization should avoid protocols and recruit adequate workers fro an improvement and high output for companies. They should also embark on quality raw materials. In other to increase the productivity and distribution of the product in Enugu metropolis.

1.7 LIMITATIONS OF THE STUDY 

This study is to states the problem we as a researcher encountered while carrying out the research study.

The major limitation of the study includes transportation problem: the researcher encountered transportation problem during the process of carrying out field wok or research at NNPC depot station at Warri, Port-Harcourt Station, due to lack of infrastructure facilities on our major, federal roads that links to the NNPC’s locations: the transportation problems was very cost for us to transport our self’s another to acquires information’s from our respondents, there was a traffic congestion an our roads which made us unable to get a field information in time and as at when due.

Another problem is the “lack of adequate fund to carryout the research work it is an obvious facts that any research work that must be successful ought to involved enough fund to carryout the research. 

Due to inability of the researcher to provide adequate fund makes them to lack behind and delayed the project work.

These was the major limitations encountered from the researchers.

1.8 DEFINITION OF MAJOR TERMS 

Physical Distribution: This is the efficient and effective movement of goods from suppliers ie manufactures, wholesalers or retailer tot eh ultimate consumers. 

Distribution Channels: They are ways through which goods move from the manufactures to the ultimate consumers 

Customers Services: These are essential services, that the manufacturers and channel member renders tot eh customers such as good delivery time reliability etc. 

Storage: This involves the availability pf secure premises where goods can b kept safe from the spoilage by water condition

Technological Advancement: This is the high increase of science and technologies improvement in the production of goods and services. 

CHAPTER TWO

LITERATURE REVIEW

2.1
Introduction
This chapter discusses the history of petroleum, the current conditions of the refineries, the total actual capacities of these refineries, the current actual demand for Petroleum products as well as the factors militating against effective petroleum distribution in Nigeria.

2.2
Conceptual Framework
Distribution involves the physical movement of products to ultimate consumers, the must innovation product at an attractive price. Distribution therefore bridges the gaps of space and time between production and use or consumption. Distribution is not simply a matter of moving product throughout all stages of development from resources procurement through manufacturing to final sales, for example raw materials that are extracted from the earth offer little or no satisfaction until they reach the hand of a producer who turns them into finished products of some kind. Distribution is a key aspect of adding value to new materials of buying an appropriate bundle of utility and moving product to the market. Distribution is an important element of providing satisfaction in the market place.  Another definition of distribution is the means that comprises the task involve in planning, Implementing, and controlling, the flows of raw materials and final goods from point of origin to the point of use, to meet the need of customer at a profit.

In any established organization, decision about how to distribute products and services to ultimate consumers are among the most the important decisions confronting management because distribution decisions must be made in terms of various and sometimes divergent objectives and strategies. Under such situations, Kotler and Armstrong (2008) suggested that distribution decisions should be guided by three overall criteria as follow:

• 
Market coverage i.e. the size of the potential market that needs to be served

• 
Control i.e. control over the product and;

• 
Costs i.e. fixed and variable

According to Nothingham (2004) the distribution segment of the petroleum value chain holds the most promise for domestic initiatives. The effectiveness of the distribution is therefore significant for the economic development process. This is why a discussion of distribution of Petroleum products is relevant in the Nigerian situation. Kupolokun (2007) highlighted that in the past years, the downstream sector of the Petroleum products started under a market structure in which price were determined by the interplay of the forces of supply and demand.

The word ‘supply’ connotes the various quantities of a commodity offered for sale by a producer (Jhingan, 1997:347) or that will come to the market (Hanson, 1997:170) during a given period of time at various prices. Siyan (2005:43) describes supply as “ the propensity to sell;” meaning, the total quantity of products (goods and /or service) that the supplier is capable of or able and willing to offer for sale at a stable price within a particular frame of time.

Hanson (1997:171) also puts that the supply of a commodity does not comprise the stock in existence, but only that amount drawn into the market by the price ruling at the time. In the Nigerian oil and Gas context, supply is not the estimated resource of all the nation’s oil fields /wells, but only that amount which particular prices will bring on to the market. Therefore, holding constant factors such as distribution networks, installed refining and storage facilities, number of suppliers, level of technology, cost of inputs, etc, suppliers /sellers of Petroleum product will generally put a greater quantity on the market the higher the price; hence, a positive relationship.

Petroleum products distribution is therefore concerned with the movement of refined petroleum from the refinery to the final consumers across various locations of delivery in the country. In the Nigeria situation, the pipelines and products Marketing Company (PPMC) is responsible for the wholesale supply, distribution and marketing of Petroleum products in Nigeria. Until recently, the Petroleum products available for distribution were through an elaborate, network of nearly 4,000 kilometers of pipelines inter connected to 21 widely dispersed depots across the country. The products may be obtained from the four local refineries or in the event of a supply short-fall from off-shore refineries by way of imports. In addition to pipelines, some twenty marine tankers are used to ferry from the coastal refineries of Warri and Port- Harcourt, heavy products and other products in high demand to Lagos metropolis. As mentioned above, Nigeria presently has four refineries owned by the federal Government but being operated by the NNPC. Movement of products from the depots is the responsibility of the six major oil companies and the numerous independent marketers. Imported refined products are received at NNPC-PPMC depots at Atlas Cove. From here, products are pumped to nearby depots at Mosimi in Shagamu, from which products are pumped into various other depots through the pipelines; Booster pump stations are provided along the route and between two adjoining depots. This arrangement is necessary to boost the flow of products in the pipelines along the routes. The pipelines are of various diameters which include 12”8 and 6. 

Unfortunately, most of the oil pipelines have been damaged through vandalization by unscrupulous Nigerians. Consequently, most of the products are been transported and distributed by trailers, and tankers, a situation that has led to the ineffectiveness in the downstream sector of the industry. From the foregoing analysis, petroleum distribution is a complex task that involves transporting and storing across the country. This process is done by a variety of players including the major marketers that transport products from the refineries to their branded station, independent distributors that transport products from the depots to the service stations.

Concept of Petroleum Product

Product is an important element of the marketing mix. According to Kotler and Armstrong, (1969) a product is anything that can be offered to a market for attention, acquisition, use or consumption which might satisfy a want or need. It includes physical object and intangible objects.

From the above conception petroleum and its bye products may include the following:

• 
Premium motor spirit (PMS OR PERTOL)

• 
Automotive Gas Oil (AGO or Diesel)

• 
Household Kerosene (HHK)

• 
Aviation Turbine Kerosene (ATK or jet-Al)

• 
Industry Fuel

• 
High pour Fuel Oil (HPFO)

• 
Low pour Fuel Oil (LPFO)

• 
Liquefied petroleum Gas (LPG)

• 
Bitumen

• 
Base oil

2.2.2
Petroleum Product Supply Chain

To understand petroleum distribution in Nigeria, it is imperative to review different stages in the Petroleum product supply chain :

Crude oil extraction and transportation: Crude oil is extracted and transported to a refinery, typically by ship or pipeline. Because each refinery is configured for specific types of crude, minimizing cost is not simply a matter of purchasing the lowest cost crude. Economic refineries are generally located near major markets,

And also have large-scale, and have processing facilities in order to adapt to the market requirements. These requirements include relative amounts of different fuels consumed—a market with high ownership of cars may consume more gasoline than one that is dominated by industrial activities requiring more fuel oil for boilers and diesel fuel for freight transport—and fuel quality such as the octane number of gasoline. Crucially important, economic refineries today have cracking facilities to convert residual fuel oil (demand for which has been steadily declining) to so called white products: LPG, gasoline, kerosene, and diesel, which are in growing demand.

Transportation of refine product to storage facilities: Once refined, Petroleum products of the required amount and quality are transported to storage facilities close to the final markets. This activity entails coordination of procurement and transport logistics, including considerations of volumes required, procurement methods, price, location, contracting terms, and supply reliability. Transport modes from refineries to secondary storage include marine tankers, pipelines, road tankers, rail, and barges. Shipping crude oil or Petroleum products incurs costs for freight, insurance, wharf age (charge assessed against cargo for usage of a wharf or pier and its facilities), inspection, demurrage (charge for detaining a ship over and above the time normally given to unload), and marine transit losses. Congested ports, slow customs clearance, and any other factor delaying discharging of the fuel could incur large demurrage costs. Once landed and sent to a bulk oil terminal, Petroleum products incur additional costs, including storage, transport, retailing, and wholesalers’ and retailers’ profit margins.

This is so because storage capacity, which exists at every point in the supply chain, is important because stocks can be used to help reduce the magnitude of sharp price spikes due to physical disruptions to supply (Bacon and Kojima 2008). Such protection against supply shortages may be particularly important for landlocked countries. Storage capacity is expensive to build and holding stocks within this capacity also incurs substantial additional financial costs. As a result, companies hold contingency stocks to avoid stock-outs but use just-in-time inventory management just as in any other business; they strive to optimize their capacity with other links in their supply-and-delivery chain. Maximum cost efficiency is achieved when this optimization is achieved and contingency stock levels are the result of a careful risk assessment. The optimal level is situation-specific with no typical standard.

Marketing and Distribution of refined products: Oil marketing companies usually act as the wholesale distributors. Wholesale marketing involves the acquisition from the bulk supply link of Petroleum products of the quality and in the volume appropriate to the market. Products are delivered by road tanker to the oil marketing companies’ affiliated (branded) retail service stations, as well as to bulk consumers such as power generation plants, industry, large commercial customers, government agencies, and transport fleet operators such as trucking companies and bus operators. In some markets, oil marketing companies may also deliver Petroleum products to independent retailers under supply contract sales arrangements. Oil marketing companies may own the assets used in their operations or outsource most of the road transport activities to independent owner operators and use storage depots owned by others under through put fee arrangements.

Movement of products from depots to service stations numbering several thousand- when they are retailed to the final consumers involves the use of road as the mode of transportation and the products are moved by large trucks. Road transportation is relevant to the bridging activities of - NNPC and its subsidiary the Pipelines and products Marketing Company (PPMC). Road transportation is used to make up for shortage in supply across the nation. In fact a greater percentage of the products are distributed through road transportation all over the country.

Movement of products in large quantities sometimes necessitate the use of sea as the mode of transportation. Marine tankers and coastal vessels are used for coastal transportation of Petroleum products and to ferry from the coastal refineries of Warri and Port Harcourt, to Lagos. This involves heavy products in terms of high demand.

The most suitable means of transportation of liquid substance is the pipeline. Hence PPMC, uses pipelines frequently to convey products from refineries to depots which are located in strategic places across the country. However, according to Kupolokun (2007), over 75% of the pipelines have been vandalized, and are not currently in use.

Retail marketing involves selling gasoline, diesel, and lubricants at service station outlets and selling kerosene and LPG through other shops. Depending on the arrangements with dealers, oil marketing companies have varying degrees of ownership of the assets of their own network. LPG, which is stored under pressure, has special requirements. LPG can be sourced from a refinery or a natural gas processing plant. Worldwide, 60 percent of LPG comes from natural gas. LPG is transported by large carriers, pipelines, or trains to storage terminals, which may be underground, refrigerated, or pressurized. From storage terminals, LPG is delivered by train, road, coastal tanker, or pipeline to cylinder filling plants and intermediate-size storage areas where it is generally stored in pressurized vessels or spheres. Cylinders are filled with LPG at bottling plants. Trucks transport LPG cylinders from the bottling plant to retailers, as well as to bulk customers. LPG is available to end-users through cylinder sales points such as commercial stores and service stations.

2.2.3
Petroleum Products Distribution in Nigeria
Marketing and  Distribution of fuels and lubricant products has commenced since 1907, which is undertaken by 5 international companies – Agip, Elf, Exxon Mobil Nigeria, Texaco Nigeria and  Total Nigeria and three (3) domestic companies – African Petroleum 40% owned by NNPC, (formerly AP who were ejected by the Nigerian government in 1979 for allegedly breaking the oil boycott against apartheid South Africa), National oil (owned 40% by NNPC, 40% by Shell and 20% by Private shareholders) and Unipetrol Nigeria  (40% owned by NNPC).  Total Nigeria, Mobil Producing Nigeria, African Petroleum and National oil are all separately listed in the Nigeria Stock exchange.

There are also some 750 other marketing “Independents” who are licensed by NNPC to market the Petroleum products of the total market, the three (3) domestic companies hold  30% Market share of approximately 36% with General oil being the leading independent marketer.  Although NNPC is not engaged directly in the marketing of refined product, it has substantial ownership in all of the marketing companies and therefore is involved along the whole downstream chain.  

Then, the product market was dominated by the multinational oil companies until 1973 when the Government introduced uniform pricing of Petroleum products in order to ensure even distribution of products nationwide. In 1975, the Petroleum Equalisation Fund (PEF) was established to deal with the problem of cost differentials arising from the transportation of Petroleum products to various parts of the country, based on the uniform pricing policy. 

As observed by Kupolokun (2007), the introduction of the Independent marketer’s scheme in 1978 as earlier mentioned broke the dominance of the multinationals. Adamolekun (1999) observed that over the years, managing and administering Petroleum product prices in Nigeria has not been easy. These have been marked with series of protest and crises, irregular supply of products, acute product shortages, hoarding, smuggling, adulteration and long queues were the main features of the supply and distribution process. The situation became worsened by the low performance of the domestic refineries, which resulted in excessive dependence on imports. Additionally, there was limited inflow of investments into the downstream due to low margins, uncompetitive pricing structure and prior incentive mechanism.

It was against this backdrop that the imperative of opening up the sector became evident in line with the deregulation programme of the Nigerian economy. Consequently, in September 2003, the Federal Government deregulated the supply and distribution of Petroleum products. As highlighted in the NNPC bulletin (2009) the responsibilities of the oil marketing companies are as follows: To contract for Petroleum products supply from refineries in line with prescribed regulations as well as import, supply and market Petroleum products throughout the country. Other responsibilities include to contract for capacities from logistics companies (jetties pipelines, depots) in line with regulations and pay prescribed tariffs, ensure that marine tanker parcel size, quantity of products and conditions of vessel meet prescribed regulations as well as ensure that onward delivery of Petroleum products from regional depots to retail stations and Using road tankers comply with stipulated regulations. They also ensuring holding of strategic petroleum stocks in regional depots, refinery tank forms or company owned depots in line with regulations.

Figure 1: The physical flow of products: the retail route used by major and independent companies in Nigeria. 






Source: NNPC/PPMC Bulletin, 2010

In discharging these responsibilities, marketers will be able to distribute the products effectively, and still make the normal profit. Emedosibe (2009) observed that in performing these responsibilities, the marketers are making abnormal profit of 106% per litre; an allegation which the marketers have refuted several times. As highlighted in the NNPC bulletin the Pipelines and Product Marketing Company (PPMC) is the product distribution arm of NNPC. PPMC is directly responsible for the comparative ease with which Petroleum products are sourced and distributed to all parts of the country, at a uniform price. PPMC, a subsidiary of NNPC, ensures, among other things, the availability of Petroleum products to sustain the nation’s industries, run automobiles and for domestic cooking.

Petroleum products are either imported or refined locally and received by the PPMC through import jetties and pipelines and distributed through pipelines to depots that are strategically located all over the country called bridging to designated retail outlets. NNPC operates retail outlets with efficient service delivery of petroleum and allied products to customers in an environmentally friendly manner. This situation prevails only in some states of the federation, but it is not the case in other parts of the country. On occasions, some states of the country including Abuja, the federal capital territory, may experience outages lasting for days, and motorists have to queue up to buy the products. This situation ought not to be so. 

Percentage share of the product distribution accounting for 41.54% of the total assorted product distribution, while the South East has the least product distribution of 2.73%. From the NNPC statistical bulletin, out of the 8.4 billion litres of oil distributed, 61% was produced locally. The balance was met with importation. The situation was due to the fact that the Government refineries were operating below the installed capacities; sometimes resulting in complete breakdown of some refineries for months. Oladele (1997) had earlier drawn the attention of Nigeria Government to the aging refineries and the need to build new ones.

2.2.4
Overview of Marketing Firms involved in Petroleum Distribution in Nigeria  

Eight major companies, two of which are wholly indigenous, namely African Petroleum (AP) and Oando Plc constitute the principal marketers. The other six, National oil and Chemical Marketing Plc, Total plc, Agip Plc, .Texaco Plc  and Elf are jointly owned by Nigerians and foreign interests. All the seven companies excluding Elf recorded a combined turnover of N7,289 billion, N9,132billion, N16 billion  and N34 billion in 2009; 2011, and 2012respectively (Akerele  2000). Elf is excluded for lack of data. the 1966-2005 increase in petrol pump price in Nigeria is presented. This trend was followed by a general decline in volume turnover due to political instability especially the July/August 1994 oil workers strike  and the fuel price hike. In 1995, however, pre-tax profits for the seven major companies were reported to have risen from N2 billion in 1993 to N 5.6 billion, representing a 175% increase (Ademiluyi 2011).

In addition, there are over 800 independent marketers who control about 31.8% of the domestic market. The independents are licensed nationwide to reflect geographical balance. All marketers buy the product from the Pipeline and Products Marketing Company (PPMC), a subsidiary wholly owned by NNPC. Product distribution from the refineries is done through a 4,950-kilometre system of pipelines and twenty storage depots. Trucks and coastal vessels complement the distribution mode while the final point of sale to consumers  is mostly at the filling stations. The market was largely deregulated, as individual companies were entirely free to maintain their market quotas in order to meet total national demand. Government continues to regulate the industry in the areas of prices and marketers’ margin. The current pump prices of Petroleum products are N75 per litre for petrol, N104 per litre  for diesel oil, and N65 per litre for kerosene.

2.3
Overview of the Conditions of Nigeria Refineries

The Nigerian Government currently owns and operates all the four refineries in the Country namely; Port Harcourt I & II Refineries, Warn Refinery and Kaduna Refinery. The Government owns the refineries through the Pipeline and Products Marketing Company (PPMC) which is a subsidiary of the Nigerian National Petroleum Corporation (NNPC) (Chikelu, 2004:4).

The refineries themselves are registered companies that operate independent of each other except for Port Harcourt I 8s II which are under one Company: The port Harcourt Refining and Petrochemical Company. Then we have the Warri Refining and Petrochemical Company as well as the Kaduna Refining and Petrochemical Company.

2.3.1
The Port Harcourt Refining and Petrochemical Company the Port Harcourt I Refinery
The Port-Harcourt I refinery was the first to be built in Nigeria, way back in 1965. It had an initial capacity for processing 35,000 barrels of crude oil per clay, which has since been increased to 60,000 barrels per day. The idea of the refinery was conceived in 1959 when the National Production of Crude Oil reached the level of 500,000 barrels per day, which could justify the building of a refinery to stop the importation of refined products into the country. Before then, all crude produced was exported and the Nation, imported Petroleum products to carter for the local needs. The experts invited of conduct surveys and studies for the construction of a refinery recommended Alesa - Eleme near Port-Harcourt, as the most suitable site for the proposed refinery. In 1960m Shell-BP petrolatum Refinery Company of Nigeria was formed and was charged with the responsibility to construct and run the refinery. Earlier on in 1961, the Nigerian Petroleum Refining Company Limited (NPRC) was International Companies (Shell and BP). At that time, Government acquired 50% equity share leaving the two Oil Companies to split the remaining shares. Work in the refinery commenced and by 1965, at a cost of N20 million, the refinery was built and became fully operational. Government took over total control of the refinery in the early seventies after joining the Organization for Petroleum Exporting Countries (OPEC). Though the Port-Harcourt I refinery used to be the only one in the Country, it was efficiently run as a multi-client processing formed when Government signed agreement with the two center by the British Petroleum Company. The operation allowed marketers to bring their crude to the refinery, supplied their expected yield pattern, and evacuated products including fuel oil. The refinery made independent returns to the government to confirm figures supplied by the companies for tax purposes. But as the population increased, the demand for products also increased, the pressure was too much oil this refinery and with the coming on stream of Warri and Kaduna refineries, government in the usual Nigerian way started neglecting the Port-Harcourt refinery. The turn around maintenance was 

not carried out as at when due, from minor faults, it began to develop major faults until it finally grounded to a halt. This was indicated in the second National Development (1970 - 1974).

After persistent pressure f1-om the management of the refinery and especially with the new Port-Harcourt refinery also developing, some problems, government agreed to rehabilitate the Port-Hat-court I refinery, but it never rose again to achieve peak performance (Obaseki 2002:2). By 1995, the capacity utilization at Port- Harcourt I was 0% (See table 1 below) (Vision 2010 Report, 1997). The capacity utilization gradually grew to 40% in the year 2000. It is still fluctuating between 40% and 50% as the funds for the annual turn around maintenance are not forth coming. 

2.3.2
The Port-Harcourt II Refinery

Port-Harcourt II refinery had been indicated in the 4th National Development Plan (1980 - 1985). By 1995, the capacity utilization for this refinery was the highest in the Country at 76%. 114,000 barrels was refined per day out of the installed capacity of 150,000 barrels per day. But this could be easily explained by the virtue of this refinery being the newest in the Country, it was built in 1989 in the same location with the Old Port Harcourt I refinery. Earlier in 1971, when it was becoming more apparent that, one refinery could riot satisfy the needs of the nation in Petroleum products which was growing in leaps and bounds, government considered two options of expanding the Port-Harcourt refinery or build on new one. The later option was considered more favourable hence the decision to locate the second refinery in Warri, but, when the need arose again after building Warn and Kaduna, the option of expanding; the Port-Harcourt refinery was inure appealing. So in 1989, the biggest refinery of all built beside the Port-Harcourt I refinery and has all installed capacity for 150,000 bpd.

Crude oil for this refinery conic by pipeline from local oil fields and from across the Niger and is processed into refined products, the refinery produces two grades of petrol, premium and regular used for fuelling motor cars, Liquefied Petroleum Gas (LPG) for domestic cooking, Dual Purpose Kerosene (DPK) for domestic and aviation uses, as well as gas oil (Diesel) used for fuelling compression ignition engines boats, heavy road transport vehicles and small generating plants. It also produces two types of fuel oil: Low Pour; and High Pour fuel oils for industrial uses; Five Star Petrol is also produced on demand. All these products are produced for the Nigerian Market except for high pour fuel oil, the surplus of which is exported after satisfying the nation's requirement. Despite the seeming newness of this Port-Harcourt II refinery, Barely 20 years), it is currently producing at below 50% of its installed capacity, the problem is the typical lack of maintenance and sabotage through fire out breaks and vandalization (Obaseki 9003-9)

2.3.3
The Warri Refining and Petrochemical Company

The Warri Refinery was the second refinery to be built in the Country and it is the second largest and this was built during the third plan period (1975 - 1980). It is located at the Center of the oil-producing region of the Western Niger Delta Area. Work on this refinery began in 1975 was finally completed in 1978, with a production capacity of 125,000 bpd.
It produces all the basic Petroleum product demands of the domestic and industrial market. Crude oil for this refinery is transported through pipelines from the Chevron Terminal at Escravos and from Shell’s Quality Control Center (SQCC). As at 1995, this refinery was producing at 34% capacity, currently is fluctuating between 35% and 40% clue to neglect and all other factors affecting all the other refineries, it also has an unmanageable design problem.

2.3.4
The Kaduna Refining and Petrochemical Company 

With the oil boom of the early seventies and the increasing growth in population, the market for Petroleum products continued to expand. In order to meet the needs of this ever-growing market and to combat the severe shortages of Petroleum products all over the country, another refinery was considered for Nigeria by the mid seventies. It was decided that this time, the refinery would be cited in the north, to reduce the cost of refined products for consumers in the northern parts of the country. The Kaduna refinery was therefore finally commissioned in 1980 at a cost of N504 million. This refinery has a capacity of 110,000 barrels per day. It also has a lubricant plant in addition to its fuel section, which produces the usual range Petroleum products as in the other two refineries.

The lubricating plant of this refinery processes heavy crude oils (paraffin based), which is imported from Saudi Arabia for producing lubricating oils, Bitumen, Sulfur, Waxes and Greases, all of which have always been imported into this country. The ability to produce these products locally conserves valuable foreign exchange. Since the Nigerian crude oil is light, it is not very suitable for production of lubricating oils. The crude for this refinery, both local and foreign are transported from Chevron's Escravos terminal in the Niger Delta to Kaduna via pipeline.

This refinery, which was producing at 42% capacity in 1995, is now producing below 10%. It is the worst hit of all the refineries by the scourge of sabotage and lack of maintenance. Both Kaduna and Warn refineries have unmanageable, design problems and are in varying degree (Ezigbo 2003:2). While the Fluid Catalyse unit (FCC) in Wart-1 has been down Col, some years, in Kaduna, there are no facilities other than the FCC to further crack the refinery bottoms into gasoline, the bottoms therefore accumulate as a result the refinery is often shut down due to lack of space, space is created when marketers truck the bottoms to Warri or Port-Harcourt for eventual exportation. In addition, the power unit of Kaduna refinery frequently breaks down significantly reducing availability of products. (Braide 2008:4).

Meanwhile, just before General Abacha died in 1998, a contract was awarded to Total Oil International of France for the Sum of over N2,46 million US dollars for the rehabilitation of the Kaduna refinery (Solarin, 1999:2). This is in spite of protests from the Local Branch of the Senior Staff Union, the contract was revoked in 1999 without the job being done (Solarin, 1999:3). “By any stage of imagination, this is a shoddy way of doing; business. The public still does not know how much of the $246 million had been expended and whether total had suffered any penalties in the default.

More puzzling still is the recourse to local engineers. These local engineers were there before the contract was awarded to Total so how come their pre-eminent qualifications were not recognized ab-initio? It is regrettable that Chlyoda of Japan was sidelined during the bidding process but turning the turnaround maintenance over to local engineers is hardly a good solution considering the complexity of the work involved at a time when the other refineries are not even available for remedy" (Kayode, 1999.2). Chiyode of Japan was the company that built the refinery and they bidded for the Turnaround Maintenance (TAM) yet were sidelined.

2.4 
The Actual Total Capacities of the Refineries and the Depots
2.4.1
The Refineries

The Nigerian National Petroleum Corporation (NNPC) Bulletin (2013) indicates that the combined daily production of premium motor spirits (petrol) at the nation’s three refineries in Kaduna, Warri and Port Harcourt is now 10.23million litres per day. This was disclosed by the Group Executive Director, Refining and Petrochemicals of the NNPC, Ogbuigwe (2013), in a statement made available to Nigerian press. It is however, estimated that daily consumption of fuel nationwide is about 35 million litres, the shortfall is imported.

This is even as he maintained that the scheduled turn around maintenance for the refineries were on course stating that the Port Harcourt refinery has already taken delivery of some of the components for its rehabilitation. Giving a breakdown of the production capacities, Ogbuigwe (2013) stated that the Kaduna Refining and Petrochemical Company was currently running at 65 per cent, Warri Refining and Petrochemical Company, 63 per cent while the Port Harcourt Refining and Petrochemical Company currently operates at 66 per cent of installed capacity.

According to him the refineries were currently producing 5.53million litres of dual purpose kerosene daily and 8.016million litres of automotive gas oil, diesel daily. The recent pronouncement by the management of the Nigerian National Petroleum Corporation, NNPC, that the refineries have started producing Petroleum products to the tune of 10 million litres per day can only be described as a political statement. 
Debunking these claims, Okoh (2013) opined that the corporation to make available for the public the performance level of the various units in the refineries. To them the performance of the each of the refineries cannot be more than 20 percent.

Salmon (2013) opined that the refineries are moribound and therefore urged Federal government to, without further delay, rehabilitate all the moribund oil refineries in the country so as to put a stop to the huge sums of money being incurred on importation.
According to him, the rehabilitation of the refineries would also ensure maximum production locally and provide job for unemployed graduates.

Going by analyses provided by the management on the production of Premium Motor Spirit (PMS) at its three refineries in Kaduna, Warri and Port Harcourt, the management states that production of PMS has reached a combined level of 10.23 million per day.

Ogbuigwe (2013) opine that Refining and Petrochemicals of the Corporation, stated that Kaduna Refining and Petrochemical Company is currently running at sixty-five percent (65%); Warri Refining and Petrochemical Company at sixty-three (63%) and Port Harcourt Refining and Petrochemical Company at sixty-six (66%) of installed capacities.
He also revealed that the refineries are currently producing five million, five hundred and thirty thousand (5.53m) litres of Dual Purpose Kerosene (DPK) daily and eight million and sixteen thousand (8.016m) litres of Automotive Gas Oil (AGO or diesel) daily. He explained that the stability that has characterised the supply of Petroleum products to motorists in the country is attributable to the good performance of the refineries.
Despite these claims, Nigerians know full well that refineries are not working and that government cannot be taken seriously because over the years it has been making similar statements. Many believe that the government should sell off the refineries and should stop wasting money and human resources. 

TABLE 2.3: CAPACITY UTILIZATION

	Refinery 
	Crude
	Refined product

	OLD PORT-HARCOURT 
	729,815.00
	950,134.00

	WARRI 
	2,656,940.00
	2,582,210.00

	KADUNA 
	984,935.00
	1,117,710.00

	TOTAL 
	4,572,509.00
	4,741,416.00


Source: NNPC Annual Statistical Bulletin (2012).
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2.5
Factors Militating against Petroleum Distribution in Nigeria

There are many problems affecting the storage and distributions of the Petroleum product in the country among these are:

Pipeline raptures and vandalisation.

Old and Obsolete equipment.

General attitude of staff to work, which is not in line with general commercial practice.

Inadequate and aging vessels.

Insufficient margin in the cost structure allowed for NNPC oil marketers and transporters that hinder investment in asset replacement or expansion.

Existing tankers are very old and are in sorry state of operation, compounding this problem is also the poor state of road and road networks.

Lack of flexibility in management, there seemed to be a concentration of authority at NNPC headquarters and the government interference also hamper operations.

Lack of empowerment and co-ordination in planning, implementation and operation throughout the system. Contributing to the deterioration is the lack of a proper maintenance schedule, as well as the incessant and deliberate acts of vandalisation.

2.5.1
Pipeline Vandalism

Over the past decades in Nigeria, the pipelines and their associated rights of way have suffered a series of acts of vandalism, to the extent that the Nigerian Government have contemplated the option of burying the pipelines 12m below the surface of the earth, where they will be less vulnerable (Chika-Amanze and Edomaruse, 2007). This option, notwithstanding that it is unsustainably expensive, would also serve only as a palliative temporary measure, because the rights of way of the petroleum pipeline will still be without a stakeholder-centred management framework. The latter is envisaged by this research as a functional lasting solution to the myriads of problems manifest in the rights of way for the petroleum pipeline in Nigeria.

Before the advent of vandalism in the 1990s, the pipelines had provided an effective means of transportation to depots and other hinterland receiving terminals for all Petroleum products, across the length and breadth of Nigeria. The pipeline network was also used to transport Petroleum products to export jetties and platforms, with comparative advantages in terms of cost and speed.

The frequency of pipeline vandalism has been on the increase since the first incident was reported in the early 1990s (Onuoha, 2008). In 1995, there were seven reported cases of vandalism in the whole of Nigeria. In 1996, this figure rose to 33, and subsequently, the figure rose to 34 and 57 in 1997 and 1998 respectively (Special Committee on the Review of Petroleum product Supply and Distribution, 2000:34).

The issue of vandalism of the petroleum pipeline attained the level of a national problem in Nigeria in 1999, with 497 reported cases in the year of 1999 alone.

Statistics from the Nigerian National Petroleum Corporation (NNPC) show this increase in the frequency of vandalism on the pipelines across the country. The statistics show that Port Harcourt, which had recorded about 600 instances of pipeline damage owing to vandalism in 2003, was by 2006 already reporting 1,650 instances between January and September alone. Reported cases of vandalism in the Warri area escalated from only 100 to 600 during the same period. Furthermore, the Mosimi area, which recorded only 50 cases of vandalism in 2003, reported about 375 between January and September 2006. Instances of high frequency pipeline vandalism have also appeared where formerly they were rare and isolated. The Kaduna and Gombe areas have lately recorded high frequency cases of vandalism. 

The frequent attacks by vandals on the pipelines in these areas have also accounted for pipeline fire disasters in the last decade. This has jeopardized both human lives and the environment in the area surrounding the pipeline (Onuoha, 2008).

The risk of pipeline vandalism imposes a situation of imminent catastrophe on the neighbouring population, and this has eroded the benefits of safe, efficient and cost effective transportation of Petroleum products through the pipeline network (Abraka, 2004). Three key factors should drive the management of the risks associated with the operation of pipeline transportation in Nigeria. These are: the economic benefits for pipeline users; corporate social responsibility towards employees and third parties, which includes the communities traversed by the pipelines; and government regulations, as spelt out in various petroleum pipeline laws (Brume, 2007; National Assembly Nigeria, 1990; National Assembly Nigeria, 1990c). The consequences of poor management of the rights of way for the petroleum pipeline range from the loss of thousands of lives; fire outbreaks on vandalised pipelines; and pollution of the environment; to loss of earnings by the government and the scarcity of refined Petroleum products in the country.

Several different types of pipeline system exist in Nigeria (Agbazie, 2004). These are those meant for transporting dry natural gases from Gas Plants to Liquefied Natural Gas Plants at Bonny and Escravos; those meant for the transport of crude oil and its ifferent derivatives; and those used for channelling crude oil and its associated water and gas from the oilfields to the export terminals at Bonny, Qua Ibno, Forcados, Escravos and Brass.1 Other pipeline systems are used for moving refined products from Port Harcourt 1 and 2, Warri and Kaduna Refineries to the distribution depots owned by the Product Marketing Company depots all over Nigeria.

The network of pipelines that is more than 5,120kms long is now almost useless as products can no longer be pumped through it. From minor cases of vandalization, it developed into full scale national problem, when most communities through which these pipelines pass suddenly realized that they could break the pipe from source and tap product for ultimate sale to willing buyers especially during scarcity period (Nzelu, 2003:2). This in recent times has resulted in terrible fire outbreaks with unimaginable casualties to the communities (Nzelu, 2003:5). 

Another key interested party in the pipeline vandalization are the owners of road trucks, they are at present more than 5,000 tankers on the Nigerian roads (Egwuma, 2004:4). The tankers are now engaged in bridging hereby products are moved and vice versa (Egwuma, 2004:5). These trucks are engaged because the pipelines are no longer reliable. Initially, the noble idea of bridging roads introduced to augment the little shortfalls in the supply of certain products n particular areas (Egwuma, 2004:5). But gradually, the owners of these trucks saw a more steady flow of business for their trucks as long as these pipelines remain Ineffective. It is therefore in their interest to ensure that the pipelines are, vandalized or their trucks would all be redundant (Nzelu, 2003:20).

Ironically, the bulk of these trucks are owned either by people who are directly or indirectly involved in the business of refining and distribution of Petroleum products, or better still by senior government officials. As it is at the moment, most of the pipeline network especially in the Southern part of the country cannot be used for pumping of products. To worsen the situation, PPMC has no effective monitoring system in place to enable them detect leakages from vandalization.

2.5.2
 Corruption

Kupolokun (2005:2) says corruption is the most serious problems afflicting the refining and distribution sector of the oil industry like in the larger society, this cancer has eaten so deep into the entire system unfortunately, it permits the entire system, from the pump attendant in the filling station, the dealers, the marketers, the management NNPC and PPMC, all the way to the very top of the government at the presidency. Until recently (post 1998), government officials both the military and the civilians were merely concerned with the exportation of crude oil where it is believed that stupendous amount re made from few deals. But from 1998 to date, importation of Petroleum products which was introduced as a stop-gap to account for the shortages resulting from the inability of the four refineries to meet local demand for these products has gradually grown to become the main source of such Petroleum products. The local production from the refineries has meanwhile become the secondary source of augmenting the shortfalls from the primary source of importation. The product imports cost increased obviously as Saboteurs in the petroleum industry diverts trucks or some insufficient quantity of products, the real culprits are those big wigs involved in the diversion or importation of ship loads of these products often at unimaginable rates (Paki, 2004:1).

2.5.3
Sabotage

Corruption and indiscipline has eaten deep into the system from the very top sabotaging the system to ensure that there is always scarcity of one product or the other which has become the order of the day (Obaseki, 2001:20). All the pest In the system knows that once the refineries, depots and the pipelines are in good working condition, there would be uninterrupted flow of these products to the various service stations and the ultimate consumers. This uninterrupted flow would automatically force them out of 'business', as there would be no reason for anyone to buy fuel from the black mark-et when there is fuel in every service station. (Matazu, 2004:2). It is therefore only natural for these different groups of interests (who are pests to the system) to sabotage the system. This sabotage takes different forms from (i) Arson (ii) Technical (iii) Pipe-line vandalization to (iv) strike actions by different staff union of workers in the oil industry (Dogara, 2002:5). Any of the above listed forms of sabotage can be employed essentially to disrupt the steady flow in the supply and distribution of Petroleum products.

2.5.4
Arson

 None of the four nations refineries is yet to suffer from the nefarious activities of arsonists. (Nzelu, 2003:7). While some of the five incidents may be due to genuine or real accidents it has been established that in most cases the frequent fire outbreaks engulfing our refineries is the activities of the arsonist. Kaduna refinery which has witnessed more than five fire incidents since its inception in 1980 and of course, these five incidents always occur when there is a seeming stability in the supply situation (Matazu, 2003:3
2.5.5
Technical Breakdowns

Frequent technical breakdowns of sensitive equipment are another forms of sabotage that has been used to disrupt the supply and distribution of Petroleum products in the country (Nzetu, 2003:6). Apart from the refineries, the worse areas affected by type of sabotage are the jetties used for the discharge of imported products. Since the imports are currently the primary source of products in .the country, the volume that comes in at a time is usually too much for jetties, which are very old and inadequate. (Nzelu, 2003:6). Ordinarily, the longer the tankers take before they deck and discharge their contents, the better for the tanker owners because Nigeria plays for the demurrage. This is therefore an added incentive for those involved to ensure that the jetties are riot in good condition (Erewharighe, 2002:1). The demurrage paid by NNPC also runs into millions of dollars monthly (Idris, 2002:2).

2.5.6
Strike Actions by Trade Unions

When all equipment are working and everything seems perfect, one effective way of disrupting the smooth flow in the supply of products is through strike action; by the senior and junior staff union of workers in the petroleum industry notably known as Petroleum and Natural Gas Senior Staff Association (PENGASSAN) and National Union of Petroleum and Natural Gas workers (NUPENG). The timing of these strike actions leaves no one in doubt as to the primary motives for these actions. The supply and distribution system in the country that the slightest break in the flow of supply takes weeks to stabilize. So the Interested parties as we have seen earlier would size any opportunity to use the two unions to bring work in the industry to a standstill.
2.5.7
Inefficient Planning

The inefficient planning, in the entire system of Petroleum products refining and distribution is evident. No proper maintenance, replacement of outdated spare parts or equipment, this has resulted in the decay and eventual collapse of the refineries, depots, and the pipeline networks. It could also be said to be as a result of' corruption and indiscipline that has set into the management of the industry in general. The usurpation of the functions of the NNPC and PPMC by the presidency has made it impossible for the NNPC to plan for anything let alone follow and adhere strictly to their policies and other laid down procedures in handling their long-​term and short-term activities. Due to the amount of money involved in most activities of the NNPC, government officials find it difficult to allow the NNPC management to freely handle even the most primary of their routine duties for which they were appointed in the first place.

Kupolokun (2005:1) Addressing the current situation of the downstream sector of the oil industry observed that "the downstream is in a state of decay characterized by inadequate funding, poor state of operating conditions, poor infrastructure support, insufficient availability of Petroleum products and highly regulated environment. This situations has led to highly fragmented market structure, low product differentiation and a pricing structure that is unrelated to market forces. No competition, the government is in control of the allocation of crude to the refineries and also determines how money is to be used for turn around maintenance of these facilities. The involvement of government in the activities of NNPC is so total that the same vision 2010 report also observe that "During the fourth quarter of 1996; government cut clown the crude allocation to the refineries from 320,000 barrels of oil per day to 250,000 barrels of oil per day and revised the to $200 million. The gasoline (petrol) yield from 250,000 bpd of crude is 12.5 million litres per day which is less than the estimated local consumption of 19 million litre per day. The money spent for turnaround maintenance for 2005 is $750 million, which is enough to provide temporary solution to minor problems in the refineries (John, 2005:5).

Nzelu (2003:10) says the more maintenance problems infrastructures and a host of other challenges and this have led to continuous importation of products and are all direct consequences of planlessness turn around maintenance cost from the planned , 600 million remains unaddressed, the inability all downstream infrastructures and a host of other challenges and this have led to continuous importation of products and are all direct consequences of planlessness. 

2.5.8
Poor Conditions and Under-Utilisation of Refineries

The clown stream sector is in a state decay characterized by inadequate funding, poor state of operating condition, poor infrastructural support, insufficient availability of Petroleum products and highly regulated environment (Chikelu, 2004:2).This saturation has led to a highly fragmented market structure, low product differentiation and a pricing structure that is unrelated to market forces (Braide, 2003:5). 

2.6
Theoretical Framework

The theory to be adapted for this study is the neo-liberalism theory. this so because recent policy framework on Petroleum product distribution indicates that petroleum distribution would be efficient if it is liberalise. Neoliberalism is a contemporary form of economic liberalism that emphasizes the efficiency of private enterprise, liberalized trade and relatively open markets to promote globalization. Neoliberals therefore seek to maximize the role of the private sector in determining the political and economic priorities of the world. Neoliberalism seeks to transfer control of the economy from public to the private sector, (Cohen, 2007) under the belief that it will produce a more efficient government and improve the economic health of the nation (Prasad, 2006).

The definitive statement of the concrete policies advocated by neoliberalism is often taken to be John Williamson’s (Williamson, 1990) "Washington Consensus", a list of policy proposals that appeared to have gained consensus approval among the Washington-based international economic organizations (like the International Monetary Fund (IMF) and World Bank). Williamson's list included ten points:

Fiscal policy Governments should not run large deficits that have to be paid back by future citizens, and such deficits can only have a short term effect on the level of employment in the economy.

Constant deficits will lead to higher inflation and lower productivity, and should be avoided. Deficits should only be used for occasional stabilization purposes.

Redirection of public spending from subsidies (especially what neoliberals call "indiscriminate subsidies") and other spending neoliberals deem wasteful toward broad-based provision of key pro-growth, pro-poor services like primary education, primary health care and infrastructure investment.

Tax reform– broadening the tax base and adopting moderate marginal tax rates to encourage innovation and efficiency;

Interest rates that are market determined and positive (but moderate) in real terms;

Floating exchange rates;

Trade liberalization – liberalization of imports, with particular emphasis on elimination of quantitative restrictions (licensing, etc.); any trade protection to be provided by low and relatively uniform tariffs; thus encouraging competition and long term growth.

Liberalization of the "capital account" of the balance of payments, that is, allowing people the opportunity to invest funds overseas and allowing foreign funds to be invested in the home country.

 Privatization of state enterprises; Promoting market provision of goods and services which the government cannot provide as effectively or efficiently, such as telecommunications, where having many service providers promotes choice and competition.

Deregulation – abolition of regulations that impede market entry or restrict competition, except for those justified on safety, environmental and consumer protection grounds, and prudent oversight of financial institutions;

Legal security for property rights; and,

 Financialisation of capital (Williamson, 1990:80)

Put differently, Neoliberalism is a philosophy in which the existence and operation of a market are valued in themselves, separately from any previous relationship with the production of goods and services, and without any attempt to justify them in terms of their effect on the production of goods and services; and where the operation of a market or market-like structure is seen as an ethic in itself, capable of acting as a guide for all human action, and substituting for all previously existing ethical beliefs.

The main points of neo-liberalism theses include:

The Rule of the Market: Liberating "free" enterprise or private enterprise from any bonds imposed by the government (the state) no matter how much social damage this causes. Greater

openness to international trade and investment, as in International Economic Relations. Reduce wages by de-unionizing workers and eliminating workers' rights that had been won over many years of struggle. No more price controls. All in all, total freedom of movement for capital, goods and services. To convince us this is good for us, they say "an unregulated market is the best way to increase economic growth, which will ultimately benefit everyone.

2. 
Cutting Public Expenditure for Social Services like education and health care. reducing the safety-net for the poor, and even maintenance of roads, bridges, water supply - again in the name of reducing government's role. Of course, they don't oppose government subsidies and tax benefits for business.

3. 
Deregulation: Reduce government regulation of everything that could diminish profits, including protecting the environment and safety on the job.

4. 
Privatization: Sell state-owned enterprises, goods and services to private investors. This includes banks, key industries, railroads, toll highways, electricity, schools, hospitals and even fresh water. Although usually done in the name of greater efficiency, which is often needed, privatization has mainly had the effect of concentrating wealth even more in a few hands and making the public pay even more for its needs.

5. 
Eliminating the Concept of "The Public Good" or "Community" and replacing it with "individual responsibility": Pressuring the poorest people in a society to find solutions to their health care, education and social security all by themselves -- then blaming them, if they fail, as "lazy." Around the world, neo-liberalism has been imposed by powerful financial institutions like the International Monetary Fund (IMF), the World Bank and the Inter-American Development Bank. It is raging all over Latin America. The first clear example of neo-liberalism at work came in Chile (with thanks to University of Chicago economist Milton Friedman), after the CIA-supported coup against the popularly elected Allende regime in 1973. Other countries followed, with some of the worst effects in Mexico where wages declined 40 to 50% in the first year of NAFTA while the cost of living rose by 80%. Over 20,000 small and medium businesses have failed and more than 1,000 state-owned enterprises have been privatized in Mexico. As one scholar said, "Neoliberalism means the neo-colonization of Latin America." In the United States, neo-liberalism is destroying welfare programs, attacking the rights of labor (including all immigrant workers); and cutbacking social programs. The Republican "Contract" on America is pure neo-liberalism. Its supporters are working hard to deny protection to children, youth, women, the planet itself -- and trying to trick us into acceptance by saying this will "get government off my back." The beneficiaries of neo-liberalism are a minority of the world's people. For the vast majority it brings even more suffering than before.
Applying this theory to the Nigerian situation, it is axiomatic to posit that in Nigeria today, the most contentious issue is, unarguably, the deregulation of the prices of Petroleum products. The debate acquired added impetus in January 2012, when the senate, the highest legislative organ of government in Nigeria, supported the deregulation in the downstream of the oil and gas industry, which is an important component of the Petroleum Industry Bill (PIB). This move, some perspectives say is an evidence to drive the reform, the industry spearheaded by the then Minister of Petroleum resources, Alhaji Rilwanu Lukman.

However, the reform in the oil sector being spearheaded by the Oil and Gas Implementation Committee (OGIC) is largely made of technically competent technocrats. The fallout of the efforts is the conclusion that deregulation of the sector would serve the best economic interest of the polity. However, the reform in the oil sector being spearheaded by the Oil and Gas Implementation Committee (OGIC) is largely made of technically competent technocrats. The fallout of the efforts is the conclusion that deregulation of the sector would serve the best economic interest of the polity.

Corroborating the view of the senate, the National Economic Council (NEC), the highest economic policy organ of the government in Nigeria, in its analysis stated that it costs the country’s treasury one trillion Naira yearly to subsidize Petroleum products in Nigeria. NEC stated therefore that it would be better if this huge sum of money spent on subsidy is used in smoothing potholed roads, providing hospitals, rehabilitating and building health facilities and schools or supplying portable drinking waters.

Already, the deregulation effort had earlier received the support of the largest oil and gas industry unions, National Union of Petroleum and Natural Gas Workers (NUPENG), Independent Petroleum Marketers Association of Nigeria (IPMAN), the multinational companies as well as oil companies in Nigeria are engaged product alteration and hike in price which lead to exploitation of consumers (Ajumogobia,, 2008: C9). In the year 2000, Nigerian government began a journey of partial deregulation of the Nigeria’s down stream sub-sector. According to Ajumogobia (2008), Nigeria has been through two phases in its pricing policy over the last decade: First, total regulation of prices for all products until 2004 and then the regulation of PMS and DPK only from 2004.

The policy was designed to: Move to market- based pricing regime and eliminate regulatory distortions. Open/Liberalize downstream petroleum market in a manner that allows private sector investment as well as a level playing ground for competition by industry and participant Maintaining self –sufficiency in products supply and distribution and direct foreign and domestic investment (Ajumogobia, 2008:C9).

The semi-deregulation phase in an atmosphere of regulation for the majority of products has led to inconsistency in policy approach and implementation with the resultant effect of entrenched inefficiencies and high operation costs. Although only partial deregulation was achieved, the effort recorded some albeit short-lived, gains, including:

Short – term improvement in product availability in most part of the country.

Temporary reduction in black market operations and adulteration of products.

Attraction of some investments especially in storage, retail and haulage aspects of the business and

Employment (Ajumogobia, 2008:C9).

Unfortunately, these gains were not sustained as the international price of crude oil started rising. In the mean time, between 1999 and 2008, we have seen crude oil prices GO from $113 to $147 per barrel and then retreat to current levels under $70 per barrel. We have thus witnessed the extremes of the main factor that affect products pricing. At the same time, the relative low price does present a window to implement a pricing policy that works without adverse social repercussions. To reduce the shock of the oil price increases, government established the Petroleum Support Funds (PSF) in 2006. The objectives of the PSF were to: Stabilize the domestic price of Petroleum products against volatility in international crude and products markets.

Create a level-playing field for active participation of NNPC and other marketers in products importation and guarantee effective, product availability and distribution nationwide (Eme, 2009, and Ajumogobia, 2008; C9).

According to Ajumogobia, the initial budget for the PSF was N150 billion. This has since grown to over N1.5 trillion in 2007; clearly, subsidizing prices over the years has not only led to unacceptably high fiscal burden on government, but has also bred several unintended consequences and practices, including:

Smuggling of Petroleum products out of the country; generating rents that must likely accrue to upper income groups. Petroleum subsidies largely benefited the consumption of upper income groups. Substantial evidence indicates that the poor and the near poor consume only a small fraction of these products (Egbe, 2009). Another problem in the implementation of petroleum subsidies in Nigeria is the confirmed decline in the downstream industry for over two decades. This has also resulted in huge losses on account of low capacity utilization of installed capacity by the refineries as well as sub optimal mix of products.

Similarly, low capacity utilization in pipelines and storage deports and widespread leakages in the pipelines and networks units owing to difficulties in operations and maintenance (Paula, 2009).

Inappropriate pricing of products has made the sector unattractive to private sector investors, thus resulting in frequent shortages of products in the economy (Ajumogobia, 2008:C3). However, government is exerting so much energy on deregulating the importation side of the so called deregulation with less attention on the refining demand of the policy. 

Imported products face similar constraint in the inadequacy of receiving jetties, leading to significant demurrage costs and adding ultimately to the pump price of the product. The argument of the federal government has been that it spends huge sums of money to subsidize oil importation. The Presidency claimed that the government spent about N640 billion on oil subsidies last year. The Presidential Committee on deregulation said that the current template of the Petroleum products Pricing Regulatory Agency (PPPRA) puts the cost of imported petrol at N85 per litre as against N65 the product is being dispensed at filling stations. This represents N20 per litre as subsidy paid by government. Oil marketers who import more than half of daily oil consumption in the polity have until recently suspended importation as the result of unsettled subsidy payment of about N70 billion (see Eme, 2009 and Alozie, 2009).

2.7
Review of Empirical Literatures

 According to a survey conducted by Oriyoosu (2007), Petroleum product distribution in Nigeria is plagued by, not only, low capacity utilization of the midstream sector, inadequate distribution (pipeline, rail and road) networks and storage facilities, products diversion and adulteration, black-marketing, fire incidents, smuggling as well as inefficient monopolistic/state control on prices; but also low level of maintenance/investment and non-cost recovery in all the downstream chain. 

Despite the deregulation of the downstream sector, it is still characterized by increased treasury loss to and poor maintenance of facilities and infrastructure by government; products adulteration and pipeline vandalization; low investment opportunities; sabotage by cartels, large-scale smuggling of crude and refined oil as well as the importation of Petroleum products(P.P.); rampant black markets, e.t.c. due to inefficient market structure caused by the monopolistic control of the state on price. As a result widespread petroleum product shortage and unending price hikes are the daily reports bringing untold hardship to the rapid growing Nigerian populace.

Therefore, the low petroleum product from local refineries, inadequacy of petroleum product importation at international prices, and particularly, inefficiency of domestic prices of petroleum product set by the state, stand out as the major setbacks on the downstream. They not only affect government treasury via lower prices in relation to international prices and the lump-sum subsidy cost of #420billion annually, but it also result to low profit margins to the private investors; thence, causing the widespread shortage. The consequent erratic supply of petroleum product subsequently fuel up systemic failure of the sector by setting the stage for negative outcomes of the markets such as price discrimination, black-marketing, diversion, sabotage, adulteration, smuggling of petroleum product and the ultimate higher prices; hence, a vicious cycle. Nigeria aspires, via the downstream sector, to ensure domestic self-sufficiency as well as efficient supply and distribution system. More compelling is the fact that, in the last decades the nation had continuously witnessed the trauma of petroleum product scarcity and higher prices. Equally compelling is the need to develop the gas sector which has the potential of doubling the nation's revenue and to come up with alternative(s) to oil. 

As regards Petroleum product shortage, Oluwabusayo (2010) observed that the current supply mode is ineffective and inefficient due to the poor market structure. Michaels(2008) observed hoarding and black marketing, pipeline vandalization; Obadan (1980) observed higher prices and lower Profit margin, while Odukoya(2009) observed the ineffective distribution network, as some of the variables causing Petroleum products shortage across the country.

The distribution of Petroleum products is facing a lot of challenges in the Nigerian environment. In fact the environment surrounding Petroleum products distribution in Nigeria is challenging and begs for immediate solutions. The low capacity utilization of government owned refineries and petrochemical plants in Kaduna, Warri and Port Harcourt poses a lot of challenge to NNPC. It is the low capacity utilization that often result into Petroleum product shortage and eventual importation of the products a situation that puts a drain on the scarce foreign exchange of the nation.

As observed by Oladele (2010), there has been inadequate crude oil allocation to the refineries for domestic consumption. This situation also leads to under utilization of the four refineries with the attendant shortage of refined products for domestic consumption. One needs to recount the despair, neglect and repeated vandalization of the state-run Petroleum products pipelines and oil movement infrastructure nationwide, coupled with frequent accidents of haulage trucks on the nations heavily used high ways. All these pose complex problems to managers, and operators in the oil industry. The collateral damage of institutionalized corruption with the frightening emergence of a local nouveau riche oil mafia that controls and co-ordinate crude-oil, and buying over the established petroleum companies and changing established names and logo of these companies should be a major concern to the future of the Nigerian oil industry. 

According to Feyide (1994) in a survey on petroleum problem distribution found out that over $35 million was often budgeted for Turn Around Maintenance every four years with little or no improvement in the functioning and operation of the refineries. Perhaps, it should also be mentioned that the cross border smuggling of Petroleum products all of which are the root causes of the protracted and seemingly intractable severe level crises that usually bedevilled the country relentlessly are all indications that a more dynamic and effective management of the downstream 240 E3. J. Bus. Manage. Econ. sector of the petroleum industry is necessary. Under the prevailing situation, a more pragmatic approach is to completely deregulate the petroleum industry sector as the case in the communication industry in Nigeria.

Kalu (2004:6), in a survey found out that the refineries, the storage depots, the pipeline network, the pump stations, the discharge jetties and all other equipments in the refining and distribution industry are mechanical and in fact, in most, they require periodical checks and maintenance jobs to keep them working at optimal levels. Just like our personal cars, we cannot keep on driving them for years without servicing them, naturally after some time the car would grind to a halt.  That is precisely the position of our refineries and depots. The newest of the refineries is over twenty years old in operation. Yet some of them have gone over ten years without the usual routine turn around maintenance and like all mechanical equipments, it is just a matter of time, they would grind to a halt. To make matters worse, most of the parts on the equipments are obsolete; you can hardly find spare parts for them (Dare, 2004:8). These are things that are supposed to phased out over a period of time, but in our typical way of' doing things, once these machines are working nobody cares for their maintenance. While in most cases government does not release money for the maintenance on a regular basis, the little approved for the maintenance job is not normally used for the approved purposes.

A good example is the case of Port-Harcourt Old and New Refineries. The Port-Harcourt I refinery was left dead for almost ten years since the Port-Harcourt II refinery was working, albeit not at full capacity. Until recently no one was talking of the Port Harcourt I refinery, which has a capacity for 60,000 bpsd.

 Another terrible case that shows the lack of seriousness on the part of government and the management of NNPC is the case of Kaduna Refinery this was discovered in a survey conducted by Hayode (2009). He captures the true picture of the situation on the ground and opine that, "in the past four years, no good news has come out of the nations four refineries, only last week it was reported that government had at least revoked the contract for the Turn Around Maintenance (TAM) of the Kaduna refinery which was awarded to Total Oil International. Government had ignored the protest of the local branch of' the Senior Staff Union, which feared that Total was not up to the job after $246 million had been committed to that effort.

As in the case of refineries, the twenty two depots nation  wide and the 5,120kms of pipeline linking them are in the same terrible state of disrepair, principally due to lack of proper maintenance (Nzelu, 2008). It is absurd to imagine that there are no effective system of monitoring the condition of pipeline network that is over 5,120kms in length. Ordinarily, PPMC should have in place a sort of short circuit monitoring systems where by they could instantly detect when there is any problem of break down or leakages, instead they have teams of inspectors who go round physically to check these pipelines, often times the logistics are not there to enable such trains do the job effectively.

The depots are in worse situation, some of them has never known anything like servicing or rehabilitation since Inception. The tanks are dirty, in some cases, leaking. (Daukoru, 2005:1). The loading arm and pumps are too old and weak to withstand the pressure of daily loading programs when there are products, at the depots. Most of the loading facilities have broken clown hence the management of the depot are left with the option of' improvising with all the attendant risks involved (Daukoru 2009).

CHAPTER THREE
RESEARCH METHODOLOGY

3.1
Introduction

This chapter discusses the research design, area of study and population of the study as well as the sample size and the method of data collection and analysis.

3.2
Research Design

The survey Design was for the study. As such the survey questionnaires designed in five-likert scale was used to obtain data from the field. After the collection of data, the statistical procedure chosen for the data analysis is the mean and standard deviation.

3.3
Population and Sampling Technique
The study covers the depot managers, marketing representatives and some of NNPC and PPMC staff within the zones of the research. 120 respondents were selected using the random sampling technique to select 50 independent Petroleum product marketers, 50 staff from PPMC and 20 staff from NNPC from the population . In order to make the inferences valid, the researcher chooses some particular representatives of the population to be researched on instead of the entire population. After the collection of the various data, the study of relationships existing between a population and samples drawn from the population is of great value in many connections to the researcher in which conclusions were drawn from.

3.5
Methods of Data Collection

Questionnaire was used to obtain primary data  from the field. The questionnaire was segmented into two parts; section A was administered to the staff of PPMC to assess the conditions of the refineries and its frequency of breakdown, pipeline vandalization and if actually the Turn Around Maintenance (TAM) policy is observed by the NNPC. Section B contains part of the questions to the Marketing representatives -to assess the monthly allocation of Premium Motor Spirit (PMS), Dual Purpose Kerosene (DPK), and Automotive Gas Oil (AGO) and also to know the problems encountered in the processing and loading of the products.

Out of the 120 questionnaires distribution, 80 were returned while the remaining 40 were declared invalid due to errors and omissions by the respondents.

The instrument which has been validated under the strict supervision of the project supervisor who validated the content of the questionnaire to ensure that the questions are relevant and appropriate. This has elicited the desired information required for the purpose of the study. 
3.6
Methods of Data Analysis
After the collection of the various raw data, the statistical procedures chosen for the data analysis by the researcher were basically the mean and standard deviation statistical technique and the chi square . This tool for analysis was utilized to examine the "goodness of fit" between a set of observed Frequencies (F0) and a set of expected frequencies (Fe). This tool is mathematically represented as 

X2
=
((fo-fe) 

   


      fe

Where

X2 
=
Chi-square

Fo 
=
Observed frequency


Fe 
=
Expected frequency

P
=
Probability of Successes

q
=
1-P

3.7
Summary

On the whole, this chapter reveals the entire methods involved in the research work. The chapter states the procedures the researcher went through in gathering her data and also the statistical method of analyzing this data. These would produce the researcher with necessary information required to conduct this survey and the proffering of tangible solutions to this perennial problem, of petroleum distribution in the economy. 


CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

4.1 
Introduction

The chapter displays the analysis of data obtained from the field as well as discussion of finding in order to provide answers to the research question.

4.2      Respondent Characteristics

The respondent demographic table containing respondent age, sex as well as educational qualification is presented below.

Table 4.1: Respondents’ Sex
	Option 
	Frequency
	Percentage (%)

	Male
	50
	62.5%

	Female 
	30
	37.5%

	Total  
	80
	100


Source: Field work (2012).

The table 4.1 shows that 62.5% of the respondents are male whole 37.5% are female respondent age.

Table 4.2: Respondents’ Age
	Option 
	Frequency
	Percentage (%)

	20-35
	10
	12.5%

	36-55
	50
	62.5%

	56-65
	20
	25%

	Total  
	80
	100


Source: Field work (2012).

The analysis in table 4.2 shows that 37.5% of the respondents belong to ages ranging from 20-25 years while another set of 37.5% are within the age range of 36-55years and the remaining 25% are within the ages of 56-65 years of age.

 Data Presentation and Analysis

In analyzing the data obtained from the field, the researcher worked out the mean from the responses to each research the questions.

Table 4.3.1.Mean scores on the  causes of problems in the distribution of petroleum in Nigeria.

	S/N
	Variables
	SA
	A
	UN
	D
	SD
	Total
	Mean 
	Remark 

	1.
	Frequent pipeline vandalisation.
	30

X

5

150
	25

X

4

100
	20

X

3

60
	5

X

2

10
	0
	80

320

80
	4
	Agreed 

	2.
	Poor maintenance of petroleum infrastructures
	300
	40
	0
	20
	0
	360
	4.5
	Strongly Agreed

	3.
	Inefficiency and Corruption of government officials.
	125
	100
	75
	0
	5
	305
	3.8
	Agreed 

	4.
	Under-utilization of Refineries by NNPC.
	400
	0
	0
	0
	0
	400
	5.0
	Strongly

Agreed


Source: Field work(2012).

The analysis indicates that variable 1 and 2 had mean scores of 4 and 4.5 points. This implies that the respondents agreed that Frequent pipeline vandalisation, Poor maintenance of petroleum infrastructures, as well as Inefficiency and Corruption of government officials and Under-utilization of Refineries by NNPC are the main constraint militating against Nigeria’s state-owned    refineries and petrochemicals plants as well as affiliated regulatory agencies in Petroleum product distribution.

Table 4.3.2. Mean scores the solution to this problem of petroleum distribution in Nigeria on Enugu Metropolis.
	S/N
	Variables
	SA
	A
	UN
	D
	SD
	Total
	Mean 
	Remark 

	5.
	Punishment for offenders.
	30
	25
	20
	5
	0
	320
	4
	Agreed

	6.
	Stop Hoarding of petroleum products.
	0
	0
	0
	0
	80
	80
	1.0
	Strongly Agreed



	7.
	Get new tankers for the supply of petroleum products
	400
	0
	0
	0
	0
	400
	5.0
	Strongly Agreed

	8.
	Put an end Sabotage of crude oil and petroleum product bunkering.
	30
	40
	0
	20
	0
	360
	4.5
	Strongly Agreed

	9
	Petroleum product adultration.
	400
	0
	0
	0
	0
	400
	5.0
	Strongly Agreed


Source: Field work(2012).

The analysis indicates a positive response to the entire items in the table. This indicates that the respondent agreed that Diversion of petroleum products Hoarding of petroleum products. The use of old tankers that are in a poor state of operation and poor state of road in Nigeria. Sabotage, crude oil and petroleum product bunkering. Petroleum product adulteration are some of the problems associated with the distribution of Petroleum product in the downstream sector.

Mean scores for the variables consumers consider when buying the products?
	S/N
	Variables
	SA
	A
	UN
	D
	SD
	Total
	Mean 
	Remark 

	1.
	Quality of the product.
	30

X

5

150
	25

X

4

100
	20

X

3

60
	5

X

2

10
	0
	80

320

80
	4
	Agreed 

	2.
	Safety of using the product
	300
	40
	0
	20
	0
	360
	4.5
	Strongly Agreed

	3.
	Price of the product.
	125
	100
	75
	0
	5
	305
	3.8
	Agreed 

	4.
	Availability of the product.
	400
	0
	0
	0
	0
	400
	5.0
	Strongly

Agreed


The analysis indicates that variable 1 and 2 had mean scores of 4 and 4.5 points. This implies that the respondents agreed that quality of the product, safety of using such produt, as well as price and availability of the product.
Summary of Findings

The analysis shows the following results:

The Frequent Pipeline Vandalisation: Poor maintenance of petroleum infrastructures,as well as Inefficiency and Corruption of government officials and Under-utilization of Refineries by NNPC are the main constraint militating against Nigeria’s state-owned refineries and petrochemicals plants as well as affiliated regulatory agencies in Petroleum product distribution.

Diversion of petroleum products Hoarding of petroleum products. The use of old tankers that are in a poor state of operation and poor state of road in Nigeria. Sabotage, crude oil and petroleum product bunkering. Petroleum product adultration are challenges militating against petroleum product distribution from the side of major  and independent marketers of petroleum product.
CHAPTER FIVE

SUMMARY CONCLUSION AND RECOMMENDATION

5.1
Summary

The study assessed the problem of petroleum product distribution in Nigeria. As such, the research question that guided this study are; What are the constraint militating against  Nigeria’s state-owned  refineries and petrochemicals plants as well as affiliated regulatory agencies in Petroleum product distribution? What are the problems associated with the  distribution of Petroleum product in  the downstream sector?

120 respondents were selected using the random sampling technique to select 50 independent Petroleum product marketers, 50 staff from PPMC and 20 staff from NNPC The mean(x) was used to analyze data while chi-square was used to test hypothesis. The analysis show that The Frequent pipeline vandalisation, Poor maintenance of petroleum infrastructures, as well as Inefficiency and Corruption of government officials and Under-utilization of Refineries by NNPC are the main constraint militating against Nigeria’s state-owned    refineries and petrochemicals plants as well as affiliated regulatory agencies in Petroleum product distribution.

Diversion of petroleum products Hoarding of petroleum products. The use of old tankers that are in a poor state of operation and poor state of road in Nigeria. Sabotage, crude oil and petroleum product bunkering. Petroleum product adultration are challenges militating against petroleum product distribution from the side of major  and independent marketers of petroleum product.

5.2
Conclusion

The distribution system of petroleum products in Nigeria is found to be ineffective and inefficient due to a number of factors which have been identified. The research indicated in this regard that the Frequent Pipeline Vandalisation: Poor maintenance of petroleum infrastructures, as well as Inefficiency and Corruption of government officials and Under-utilization of Refineries by NNPC are the main constraint militating against Nigeria’s state-owned refineries and petrochemicals plants as well as affiliated regulatory agencies in Petroleum product distribution.

Diversion of petroleum products Hoarding of petroleum products. The use of old tankers that are in a poor state of operation and poor state of road in Nigeria. Sabotage, crude oil and petroleum product bunkering. Petroleum product adultration are challenges militating against petroleum product distribution from the side of major  and independent marketers of petroleum product.
5.3
Recommendations
In line with the findings obtained, the following recommendation is proffered:

1.
The Nigerian National petroleum corporation (NNPC) should diversify its export/output baskets through adequate downstream activities. This will enhance self-sufficient in petroleum products and economic growth. Nigeria’s fuel shortages can never be solved by importing more fuel. Importing fuel is a temporary(short term) solution. Building more refineries in Nigeria to meet our domestic consumption and possibly export to neighboring countries; undoubtedly is a sure solution to Nigeria’s perennial fuel shortages.

2. 
The government should encourage more private company participation. Deregulated downstream requires adequate industry facilities, relaxation of some laws, a change in pricing policy as well as provision of transport and storage facilities. To attract new entrants into the market, product prices (before taxes) have to be set by the market in line with economic border prices. Prices need to reflect differences in regional transports costs and market size. Price distortions such as subsidies and taxation need to be reviewed. In addition, downstream taxation must not differentiate between local and foreign supplies or between petroleum products. As regional integration progresses, cross-border prices will become increasingly harmonized and hence fewer products will be smuggled. A regulatory entity must be established to monitor the market and to react rapidly to any deterioration of product quality or non-competitive behaviour.

3. 
Government should fight corruption by establishing institutions that will arrest and prosecute corrupt public office holders. The major obstacle to Nigeria’s self sufficiency in refining fuel are the cabal and cartels of public/political officials and the fuel importing syndicate that combine to frustrate any attempt to formulate and implement sustainable policies that enable the proliferation of refineries in Nigeria. Surely it will be cheaper to refine the fuel in Nigeria and our neighbouring countries will prefer to buy from us rather than import form far-away lands. Therefore, eschew corruption, smuggling and sarbotourism.

4.
It is recommended that the downstream sector of the industry be completely deregulated, and the apparent subsidy be removed such that the prices of the products will be determined by the market forces of demand and supply. 
 5. 
For the deregulation policy to succeed, all stakeholders (i.e. community, government, investors, consumers, etc) must be duly considered. This consideration is only guaranteed in the Total Market Concept whose pre-occupation is the satisfaction of the customer as well as other stakeholders within the sector.
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APPENDIX II

QUESTIONNAIRE

EMPIRICAL ANALYSIS OF PROBLEMS OF PETROLEUM PRODUCTS DISTRIBUTION IN NIGERIA

SECTION A

1.
Sex:

Female


[     ]

Male


[     ]

2.
Educational Qualification

ND/NCE

[     ]

Bachelor Degree/HND
[    ]

Master Degree

[     ]

SECTION B

What are the constraint militating against Nigeria’s state-owned    refineries and petrochemicals plants as well as affiliated regulatory agencies in Petroleum product distribution?

	S/N
	Variables
	SA
	A
	UN
	D
	SD

	1.
	Frequent pipeline vandalisation.
	
	
	
	
	

	2.
	Poor maintenance of petroleum infrastructures
	
	
	
	
	

	3.
	Inefficiency and Corruption of government officials.
	
	
	
	
	

	4.
	Under-utilization of Refineries by NNPC.
	
	
	
	
	


What are the problems associated with the distribution of Petroleum   product in  the downstream sector?

	S/N
	Variables
	SA
	A
	UN
	D
	SD

	5.
	Diversion of petroleum products.
	
	
	
	
	

	6.
	Hoarding of petroleum products.
	
	
	
	
	

	7.
	The use of old tankers that are in a poor state of operation and poor state of road in Nigeria
	
	
	
	
	

	8.
	Sabotage, crude oil and petroleum product bunkering.
	
	
	
	
	

	9
	Petroleum product adultration.
	
	
	
	
	


PPMC Depots 





Major Oil Markets Depots 





Imported products 





Refined product from NNPC


NNPC Refineries 























Major and Independent Oil Marketing Companies’ Retail Outlets 





Final Consumer of Petroleum Products in Nigeria 
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