
Motivation
 Large proven gas reserves, minimal production, 

large volume of gas flared yearly leading to great 
economic loss

 Small percentage of gas supplied to the domestic 
market, affecting important sectors like the power 
sector

 Poor electricity supply and illiquidity of the power 
sector

 Gas and power sectors are key to growing the 
Nigerian economy, and since they are 
interdependent, co-development should be 
adopted.

Objectives
To study the Nigerian gas value chain and discuss 

the challenges limiting the growth of the domestic 
gas market

To discuss the major areas of concern in the power 
and gas sectors that can be leveraged to stimulate 
growth in the Nigerian gas market and economy.

To propose policy approach(es) that should be 
taken to stimulate growth.

Methodology
 This research uses qualitative analysis to study 

and discuss the problems in the Nigerian gas 
sector and power sector with the aim of 
understanding the key areas that need to be 
focused on to solve these problems. 

 The research was designed to cover three broad 
areas: the gas sector and its failures; the power 
sector and its failures and the role it plays in 
developing the gas market, and policies and 
regulatory frameworks. 

 The aim of focusing on these three sectors is to 
discuss how they are interrelated in solving the 
problems in the gas market, and growing the 
Nigerian economy
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Power Sector

Very low wheeling capacity at the transmission level 
leading to low transmission of generated electricity

Illiquidity of the Nigeria Electricity Supply Industry 
(NESI) due to lack of cost-reflective tariffs and poor 

collection at the distribution level

Low investment in new equipment and maintenance of 
existing infrastructure

Lack of access to funding

Gas Sector and Market

Gas flaring is a major problem

Lack of infrastructure to collect, process 
and transport gas

Regulated gas pricing framework

Availability of forex of foreign exchange 

Regulatory Overload
Duplication of regulatory roles & functions

Every new regulation adds costs to 
businesses

Regulatory overload stifles 
innovation

Poor implementation

Information Asymmetry

Fuel Subsidy
Fuel subsidy restricts 

free market and 
constitutes waste of 

resources
Restricts potential gas 
market for gas-fuelled 

vehicles

Power Sector
Government should 
privatize the Transmission 
Company of Nigeria to 
attract private investment
Electricity regulator (NERC) 
should adopt a gradual 
increase of the Multi-Year 
Tariff Order (MYTO) over a 
period of years to reflect 
investor’s costs

Increase access to long 
term credit facilities for 
electricity investors

Installation of prepaid 
meters to improve 
collections

Gas Sector and Market

Gas flaring penalty should 
reflect the true value of gas 
at each point in time – should 
mirror the price of gas

Government should not 
regulate the price of gas. It 
should be determined on a 
willing buyer willing seller 
basis – free market

Completion of the 
commissioned pipeline 
projects

Central processing 
facilities should be built to 
serve as major hubs for 
treatment of gas

Provisions should be made 
for gas suppliers to have 
access to forex to cut their 
losses in the black market

Regulatory Overload

Review existing policies 
and eliminate 
redundancies

Merge or decommission 
agencies with overlapping 
jurisdictions and functions

Implement the Gas 
Master Plan and the PIA 

to the letter

Fuel Subsidy

Remove fuel subsidy on a 
gradual scale over a 

number of years

Invest in converting 
PMS-fuelled cars to 

gas-fuelled cars 

Operationalize the 
refineries in Nigeria to 

make PMS readily 
available and cheaper
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