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Abstract

The study assessed the challenges of fuel subsidy removal and its impact on government workers
productivity in Oyo State. The study was guided by two research questions. The study adopted the
descriptive survey design. The population of this study consists of 15,000 respondents which include civil
servants in Oyo State. Sample used in the study was made up of 120 civil servants. The simple random
sampling technique was adopted. Questionnaire was used to collect information from the respondents.
The validation of the instrument was done by two experts _for correction and suggestions. The test re-test
technique was used to determine the reliability of the instruments and the coefficient obtained was 0.86
indicating that the instrument was reliable. The researchers adopted the direct contact approach in
administration of the instrument. Data collected was analyzed using descriptive statistical tools such
mean. Findings revealed that fuel subsidy removal posed several challenges on economic development
such as general price increased scarcity of petroleum products in Nigeria. The result also indicates that
the targeted social safety nets and investment in infrastructure can help reduce the challenges of fuel
subsidy removal on government workers in Oyo State. Based on the findings of the study, it was
recommended that government (all arms) of Nigeria should strive at ensuring that they are answerable
and transparent in the administration of the savings from fuel subsidy removal. This will go a long way
in bridging the gap of the limited trust between the people and the government and this will also erase
negative opinion of the people concerning government policies.
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Introduction

The Nigerian economy has been subsided in various ways for many years and this includes fuel,
education, electricity, forex etc. Fuel subsidies began in the 1970s and became institutionalized in 1977,
following the promulgation of the Price Control Act which made it illegal for some above the regulated
price. While the concept of subsidy itself is noble, its administration in Nigeria has been plagued with
serious allegations of corruption and mismanagement (Daudu, 2023).

Fuel subsidy removal has been a long-standing topic of debated in Nigeria. The government has been
subsidizing fuel for decades to keep the price at the pump low for consumers. However, the cost of the
subsidy has been both a major drain on the country’s finances and a source of controversy due to a
lack of transparency, hence, there have been calls for its removal (Okeoghene, 2023). Despite the
potential benefits, the removal of fuel subsidies poses significant challenges to the Nigerian economy
and its people, and the present president of Nigeria, president Bola Ahmed Tinubu implemented this
long anticipated dilemma on May 29, 2023.

One of the primary challenges of fuel subsidy removal is the immediate impact on the cost of living.
Fuel is a vital commodity in Nigeria, and any increase in the price of fuel will have a ripple effect on
the cost of other goods and services (Okeoghene, 2023). Also, fuel subsidy removal has historically
been met with protests and strikes, with citizens calling for a reversal of the policy. This is because the
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removal of the subsidy is often seen as a betrayal by the government, which has failed to provide
alternative solutions to the problems created by the removal. It should be noted that unrest can lead to
disruption of economic activities, the loss the lives and properties, and a general destabilization of the
country, as it seems the timing is wrong,.

Subsidies exist when the government exist when the government helps its citizens and those residing
in the country, who consume a particular essential product, to pay a price lower than the prevailing
market price (Bamiteko, 2022). Johnson (2012) opined that it is a kind of market intervention whereby
the government fixes the commodity’s price below its real market price and pays the difference to the
merchants. Therefore, the government fixes the pump price of fuel below the actual market price; the
government pays the difference to the importers and marketers. Fuel subsidy is a government effort to
pay for the difference between the pump price of fuel at the petrol station and the actual cost of
importation of the product. Hence, the government enables fuel to be sold at lower price to help ease
the burden of its people, who are significantly lower-income groups (Daudu, 2023). Fuel subsidy is a
grant of financial aid from the government to maintain the low price of petroleum products
(Olanipekun, 2022).

As it stands, the elimination of fuel subsidy brings both challenges and opportunities. The withdrawal
of fuel subsidy led to a 250 percent to 400 percent surge in fuel costs (R¥500- 2700) across the country.
Small and medium-sized enterprises are facing difficulties in accessing affordable power.

Nigeria is a country endowed with vast mineral resources prominent among which are the soils and
gas reserves. The country possesses 28% of Africa’s proven oil reserves, second only to Libya; and is
the largest producer of crude oil in the region, producing 2.4million barrels per day in 2010 which is
about 24% of the continent’s petroleum (Siddig, 2022). One of the contentious issues in Nigeria today
is the removal of fuel subsidy on Premium Motor Spirit (PMS. Despite the enormous revenue Nigeria
derives from oil, the benefit has not reflected in the lives of ordinary citizens in the country and this
has not translated into an improved economy for the country. Rather, through inefficiencies,
corruption, abuse of natural monopoly powers, mismanagement smuggling, bureaucratic bottlenecks
and excessive subsidy, the supply of refined crude oil in the country has virtually collapsed (Ibanga,

2021).

Fuel subsidy reform is increasingly seen as an opportunity for consolidating public finances and
fostering sustainable economic development. A subsidy by definition is any measure that keeps prices
consumers pay for a good or produce below market level for consumer or for producers (Alozie, 2019).
According to Eyiuche (2022) the federal government operated fuel subsidy with the aim of making
petroleum products available to cushion the effect of actual market prices of the product on the general
populace.

One of the crucial issues of energy market in oil exporting developing countries is the high level of
subsidies on petroleum and low efficiency in energy use. In spite of cumulative efforts by successive
governments, oil subsidy remains one of the most intricate socio-economic policy issues in Nigeria
(Adenikinju, 2019). Fuel subsidy is the cost borne by government to cushion the impact of high pump
price of petroleum product on the citizenry. International Energy Agency (IEA, 2019), defines energy
subsidy as any government action that concerns primarily the oil sector, that lowers the cost of energy
production, raises the price received by producers or lowers the price paid by energy consumers. While
it is a commendable gesture in terms of provision of welfare by the government, it may not hold much
impact economically. Hence, while many Nigerians agree and believe that the removal of fuel subsidy
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remains a more viable economic option, the inability of the government to process its crude oil in the
country coupled with the apparent inefficiencies, corruption, mismanagement and smuggling in the oil
sector has made fuel subsidy removal an acceptable option.

Attempts by successive governments to remove the subsidy have generated oppositions from
consumers already used to cheap energy price in the market due to the presumptions that any price
increase will fuel inflation and reduce economic welfare (Ibanga, 2021; Adenikinju, 2019). The
proposals by the government do ignite a fierce debate with the representatives of the government
insisting on the outright removal of the fuel subsidy while many non-governmental individuals (NGI)
and civil society organization (CSO) and labour unions are vehemently opposing to the idea.

Unfortunately, Ojameruaye (2023) affirmed that due to the high corruption in Nigeria, fuel subsided
removal hamper workers productivity. Ojingiri (2023) stated that the removal of fuel subsidy has
caused a general price increase on goods and services, reduced the consumption pattern, savings and
investment level of the people. This confirmed that any change (increase) in the price of fuel (petrol)
will have a direct effect on the prices of other major commodities in Nigeria thereby affecting economic
development. Also, Akinwale (2023) stated that removal of fuel subsidies increases the operating costs
for transport operators, such as buses, taxis, and trucks. Consequently, public transportation fares
increase, making commuting more expensive for individuals and businesses. However, despite these
challenges, Akov (2023) suggested that it is crucial for the government to proactively strengthen social
safety nets, such as the Conditional Cash Transfer (CCT) program, to provide financial support to the
most vulnerable segments of society. By protecting the poor and marginalized from the adverse effects
of fuel subsidy removal and ensuring their access to basic necessities, the government can alleviate their
plight. A similar view as stated by Azeez (2023) that government should prioritize investments in
improving and expanding the public transportation infrastructure as it is currently obtainable in
developed countries. This includes upgrading mass transit systems, subsidizing fares, and promoting
affordable alternatives to private vehicles. An efficient and affordable public transportation network
will mitigate the impact of fuel subsidy removal on the common man, ensuring mobility and access to
essential services.

The positive implications are that fuel subsidy removal would free up financial resources for the other
sectors of the economy, incentivize domestic refineries to produce more petroleum products, reduce
Nigeria’s dependence on imported fuel, increase employment, channel funds for the development of
the public amenities.

The subsidy removal despite its benefit also comes with challenges which affect economic development.
It is against this backdrop that this study looks into challenges of fuel subsidy removal and its impact
on government workers productivity in Oyo State.

Statement of the Problem

The controversy generated among Nigerians as a result of the declaration by the federal government
on the removal of fuel subsidy suggests that there is a puzzle to be solved in the Nigerian fuel subsidy
issue. Nigerians did not embrace the new policy of fuel subsidy removal by the federal government.
When president Bola Tinubu announced the fuel subsidy removal, Nigerians reacted negatively
towards such policy. The Nigerian labour congress and government workers threatened strike. The
removal of fuel subsidy by the federal government also generated inflation in the country which bought
about a high cost of fuel and other items in the market, not only did it bring about inflation, it was
also accompanied with mass poverty because the price of goods and services increased while the income
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of people still remained constant. Nigerians were also traumatized by the new of the new policy and it
also brought about decreased economic development.

Purpose of the Study

The purposes of this study are to:

i.  Determine the challenges of fuel subsidy removal and its impact on government workers
productivity in Oyo State.

ii. Determine the measures adopted for reducing the challenges of fuel subsidy removal on
government workers productivity in Oyo State.

Research Questions
The following research questions were raised to guide the study.

1. What are the challenges of fuel subsidy removal and its impact on government workers
productivity in Oyo State?

ii.  What are the measures adopted for reducing the challenges of fuel subsidy removal on government
workers productivity in Oyo State?

Research Method

The research design adopted in this study was a descriptive survey. This is because only some part of
the population for the study is investigated and findings from these parts are expected to be generalized
to the entire population. The researchers obtained data from primary and secondary sources. The area
of this study was Oyo State. The population of this study consists of all 35,000 respondents which
include civil servants in Oyo State. Sample used in the study was made up to 120 civil servants in Oyo
State. The simple random sampling technique was adopted. The questionnaire was used to collect
information from the respondents. The instrument consists of 16-item structured in closed form based
on the four (4) point rating scale of strongly agree (SA=4), Agree (A=3), Disagree (D=2) and to
strongly disagree (SD=1). The validation of the instrument was done by two experts for correction
and suggestions. The inputs of these experts resulted in modification of some items while others were
corrected before developing the original instrument to be used on the respondents. The test-retest
technique was used to determine the reliability of the instruments and the coefficient obtained was 0.86
indicating that the instrument was reliable. The researchers adopted the direct contact approach in
administration of the instrument. During the administration of the questionnaire, the researchers
guided the respondents on how to complete the questionnaires. All completed copies of the
questionnaire were collected back from the respondents same day. This was to ensure that no copy of
the questionnaire was lost. Data collected in this study was analyzed using descriptive statistical tools
such mean. Any item having mean value of 2.5 and above, indicate that the item was positive and
should be accepted. A mean score for any item less than 2.5 is negative and was rejected.

Result

Research Question One: What are the challenges of fuel subsidy removal and its impact on
government workers productivity in Oyo State?
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Table 1: Response of respondents on the challenges of fuel subsidy removal (N=12).

S/ | Challenges of fuel subsidy removal SA A D SD  Mean Remark

N

1. Fuel subsidy removal has caused general PRICE 60 40 10 10 337 Agreed
increase on goods and services

2. Cost of living has risen as a result of the removal 55 45 15 5 3.85 Agreed
of fuel subsidy

3. Your savings and investment level has reduced 65 35 6 4 3.73 Agreed

4. Removal of fuel subsidy increased scarcity of 70 40 8 2 3.93 Agreed
petroleum products in Nigeria

5. The increase in fuel price has reduced your 45 50 5 20 3.25 Agreed
consumption pattern

6. Inflation and cost of living 80 3 7 30 3.83 Agreed

7. Transportation challenges 60 40 2 18 3.74 Agreed

8. Increased fuel costs can disrupt operations of
small businesses leading to reduced productivity. 110 5 5 0 3.92 Agreed

The data analysis in Table 1 showed the challenges of fuel subsidy removal and its impact on
government workers productivity in Oyo State. The respondents agreed that the following challenges
of fuel subsidy removal and its impact on government workers productivity in Oyo State; general price
increase on goods and services, high cost of living, savings and investment level has reduced, increased
scarcity of petroleum products in Nigeria, reduced your consumption pattern, high inflation rate,
transportation challenges and disruption of operations of small businesses leading to reduced
productivity with mean scores of (3.37), (3.85), (3.73), (3.93), (3.25), (3.83), (3.74), (3.92) respectively.
These challenges were accepted because they rated above 2.50 which is the bench mark for accepting

or rejecting an item.

Research Question Two: What are the measures adopted for reducing the challenges of fuel subsidy
removal and its impact on government workers productivity in Oyo State.

Table 2: Responses on measures adopted for reducing the challenges of fuel subsidy removal
(N=120).

S/ | Challenges of fuel subsidy removal SA A D SD  Mean Remark
N
1. Targeted social safety nets 80 20 12 8 2.60 Agreed
2. Investment in infrastructure 110 8 1 1 391 Agreed
3. Diversification of the economy 70 40 3 7 3.79 Agreed
4. Public awareness campaigns 69 38 2 19 377 Agreed
5. Fiscal consolidation 35 65 5 15 3.32 Agreed
6. Enhanced public transportation system 25 70 5 20 3.20 Agreed
7. Strengthening the social safety net 45 45 20 10 340 Agreed
8. Redesign the subsidy regime and direct towards

only the poorest 40 30 40 10 2.80 Agreed

Table 2 shows that the measures that should be adopted for reducing the challenges of fuel subsidy
removal and its impact on government workers productivity in Oyo State. The result indicates that
the respondents were in agreement that targeted social safety nets, investment in infrastructure,
diversification of the economy, public awareness campaigns, fiscal consolidation, enhanced pubic
transportation system, strengthening the social safety net and redesign the subsidy regime and direct
towards only the poorest were measures that can help reduce the challenges of fuel subsidy removal

and its impact on government workers productivity in Oyo State representing the mean score of (2.60),
(3.91), (3.79), (3.77), (3.32), (3.20), (3.40), (2.80) respectively.
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Discussions of the Result

The result obtained from research question one which addressed the challenges of fuel subsidy removal
and its impact on government workers productivity in Oyo State revealed that fuel subsidy removal
posed several challenges of fuel subsidy removal on government workers productivity in Oyo State.
The findings also indicate that some of these challenges include general price increase on goods and
services, high cost of living, reduced savings and investment level and increased scarcity of petroleum
products in Nigeria. This finding is in agreement with Okingiri (2023) that the removal of fuel subsidy
has caused a general price increase on goods and services, reduced the consumption pattern, savings,
and investment level of the people. This confirmed that any change (increase) in the price of fuel
(petrol) will have a direct effect on the prices of other major commodities in Nigeria thereby affecting
economic development. The findings also showed that fuel subsidy removed caused reduction in
consumption pattern, high inflation rate, transportation challenges and disruption of operations of
small business leading to reduced productivity. This finding was in accordance with Akinwale (2023)
that removal of fuel subsidies increases the operating costs for transport operators, such as buses, taxis,
and trucks. Consequently, public transportation fares increase, making commuting more expensive for
individuals and businesses. This can lead to reduced mobility, limited access to job opportunities, and
deceased productivity.

The result on the measures that should be adopted for reducing challenges of fuel subsidy removal on
government workers productivity in Oyo State, indicates that the respondents were in agreement that
targeted social safety nets and investment in infrastructure can help reduce the challenges of fuel subsidy
removal. This finding agrees with the statement of Akov (2023) that it is crucial for the government to
proactively strengthen social safety nets, such as the Conditional Cash Transfer (CCT) program, to
provide financial support to the most vulnerable segments of society.

Conclusion

The researchers in this study assessed the challenges of fuel subsidy removal and its impact on
government workers productivity in Oyo State. It is shown in this study that fuel subsidy removal
affects the cost of living, reduces the consumption pattern, savings and investment level of the people,
and that it is a plague to the economic development of Nigerian economy and her people.

Recommendations
Based on the findings of the study, the following recommendations were made.

i.  Credible and consistent policy: The issues of policy inconsistency and credibility problem which
has eaten into the fabric of our political system must be addressed for subsidy saving funds to have
impact on the economy growth. Succeeding governments must see the need to be consistent in
the implementation of a particular policy until every gain derivable from such policies has been
exhausted and another credible policy formulated. If this is not done, the apparent inefficiencies
of government policy will continue.

ii.  Diversify the economy: Government should embrace agricultural production of our food stables
instead of importing them and focusing on oil revenue only.

iii. Transparency and accountability: Until the virtue of transparency and accountability is imbibed,
there cannot be economic growth and development in any nation of the world. The government
(all arms) of Nigeria should strive at ensuring that they are answerable and transparent in the
administration of the savings from fuel subsidy removal. This will go a long way in bridging the
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gap of the limited trust between the people and the government and this will also erase negative
opinion of the people concerning government policies.

iv. Sensitization of work done: Efforts should be made at sensitizing the populace on the already
completed projects from savings derived from fuel subsidy removal so that the people may be
carried along as the policy of the government is being executed and that the level of trust may be
increased. This singular act helped Nigerian to break-free from the past failures of government’s
agenda and set new records in their heart to look on the bright future of Nigeria.
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