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| Key facts about subsidy

1.
Under the current downstream sector structure, prices are not determined by
demand and supply.

2.
Pump price of PMS is fixed at N65 per litre by Government.

3.

* The landing cost of a litre of PMS is about N123/litre based on an average crude oil price
of US$113.98pb

4.
In 2012, The landing cost of a litre of PMS is estimated at N104/litre based on a crude oil
price of US$90pb
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‘What is fuel subsidy?
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Deregulation of the downstream sector
(Benefits of deregulation)
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Why remove Subsidy? (1)

It is a major fiscal and financial burden on the nation:
(i) From 2006 to 2011, about N3.7 trillion was spent on subsidy.

(ii) In 2011, N1.348tr was spent between January and October and it is expected to reach
N1.436tr by the end of the year.

(iii) This represents 30% of total FGN Expenditure, 118% of the capital budget; 4.18% of
GDP.

2006 67.03 261.11

2007 74.68 278.86
2008 101.78 630.57
2009 63.02 463.59
2010 81.25 672.84
2011 (Jan - Oct) 113.98 1,348.20

TOTAL 3,655.17
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Why remove Subsidy? (2)
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Subsidy and FGN Budget

A substantial amount of money is expended on subsidy

This could be invested in capital projects and used to reduce deficit and domestic
borrowing which adds to our debit.

In 2011 FGN borrowed N852bn to finance its deficit.
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How Nigeria Compares with Other African Countries

Petrol price in Nigeria ranks low in Africa...
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|How Nigeria Com

Countries (3)

- PMS price is below international averaae

pares with Other Qil Producing
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How Nigeria Compares with Other Oil Producing Countries (1)

Nigeria is poor compared to other oil producing countries

Country
Sudan
Nigeria
Yemen
Cameron
Angola
Congo Rep.
Irag
Indonesia
Algeria
Iran
Venezuela
Kuwait
Saudi Arabia
Qatar

K

URA
Norway

Population Crude Oil Reserves
(millions) (barrels per person) (US$ per person)

3089
167.05
2383
194
196
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32.11
237.64
36.2
7588
2946
282
2714
1.71
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10
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40
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Oil Revenue  Average GDP perperson Human Development Price Per Litre
(in US Dollars)
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472
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30,161

14,145
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(2006-2010 in USD)
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How Nigeria Compares with Other Qil Producing
Countries (2)

Compared to other oil producing countries, Nigeria has a significantly
lower GDP per capita; substantially less oil revenue per capita and
greater social:

Total crude production of approximately 2.5 million barrels per day.
Therefore Nigeria has a significantly lower GDP per capita

Nigeria's GDP per capita is around $1200 per year with over 167
million in population
Low level of human development indicates :

That our spending priorities MUST differ from those of more
developed oil producers

And address a large number of unmet needs through judicious use
of resources flowing from deregulation.
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Where will Nigeria stand after Subsidy
Removal? (1)

- Within Africa...
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Where will Nigeria stand after Subsidy
Removal? (2)

Internationally...
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How will FGN use the freed resources from
subsidy removal? (1)

° Urban mass transit sceme, and
Vocational training schememr/BoF/CEA © 2011 15




How will FGN use the freed resources from
subsidy removal? (2)

High profile infrastructure projects across the country in
sectors such as:

Infrastructure Infrastructure

Infrastructure Infrastructure
* Roads + Water

e Power  Refinerie

and Rails Resource

S

S

To ensure sustainability and delivery of these projects:

Structures have been developed to guarantee adequate oversight,
accountability, and implementation of the various projects.

High powered committee of eminent Nigerians to monitor revenue
proceeds and proper implementation:

Members with proven integrity from Nigerian Youth, Women groups and
Civil Society Organisations.
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Who will benefit from the subsidy removal?
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End Notes:

The current subsidy on petroleum products is the difference between
landing cost and pump price fixed by government

Subsidy does not get to the poor. The middle and upper classes are the
real beneficiaries

It is clearly unsustainable! Subsidy in 2011 alone so far is over N1.3tr;
which is higher than our capital budget.

Evidence shows that the price of fuel in Nigeria is below both the African
and International average!

Nigeria with its large population and small oil base is comparatively poor
compared to other oil producers

Therefore:

We must rethink our approach to managing our scarce resources to provide
services to Nigerians.

We will be better off using the amount spent on subsidy to target poorer groups
and big infrastructure projects

To ensure effectiveness, efficiency and delivery a high profile committee
will monitor implementation and use of the amount saved
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Thank You!
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