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INTRODUCTION 

Petrol subsidy means giving some financial assistance to the consumers in order to save 

petrol products. Petrol subsidies have played a central role in Nigerian economic policy 

since the 1970s, when they were introduced to offset cost of fuel prices for Nigerians as 

oil-producing country where majority still accessed energy from petrol. It does that by not 

letting fuel prices fluctuate as per the international oil price and supports essential 

commodities to remain affordable via Petrol subsidies. The latter is crucial in countries 

such as Nigeria, where a sizable percentage of the population already lives below the 

poverty line and relies on subsided fuel for transportation and energy. In reality, subsidies 

allow the government to cover part of the costs, making fuel cheaper for the end 

consumer.  

However, petrol subsidies have a significant budget cost. The government must allocate 

significant resources to maintain these subsidies, which often leads to budget constraints 

and reduced spending in other essential sectors such as education, health and 

infrastructure. In addition, subsidies can distort market dynamics, leading to inefficiencies 

and encouraging corruption, as subsidized products often end up being smuggled into 

neighboring countries where prices are higher. 

HISTORICAL CONTEXT OF PETROL SUBSIDY IN NIGERIA 

When the Arab oil embargo ended in 1970, the country experienced an oil boom. Nigeria 

has been offering petrol subsidies since then. The Nigerian government, then under 

military dictatorship, implemented subsidies to distribute the new oil income to the 

populace and to offset the effects of unpredictable global oil prices on domestic 

consumers. The subsidy plan was initially popular because it helped stabilize the costs of 

gasoline and other petroleum goods, making them more affordable to the average 

Nigerian. 

But the long-term viability of these subsidies has come under scrutiny. The International 

Monetary Fund (IMF) and the World Bank spearheaded many attempts to reform the 

subsidy system in the 1980s and 1990s, recommending their elimination as part of larger 

adjustment initiatives. structural. The people fiercely opposed these attempts, viewing the 

subsidies as one of the few material advantages of Nigeria's oil wealth. 



As Nigeria's population and fuel usage surged in the 2000s, the country's subsidy scheme 

grew more stringent. Concerns over the government's ability to sustain its finances were 

raised when it was discovered that the subsidies was costing billions of dollars annually. 

For instance, in 2011 the Nigerian government subsidized gasoline at a rate of about $8 

billion a year, or around 30% of total spending (Iwayemi, 2013). Concerns over the 

opportunity cost of subsidies have been raised by this high level of spending, particularly 

in a nation with severe infrastructure deficiencies and social problems. The Goodluck 

Jonathan administration announced the elimination of the gasoline subsidy in 2012 in an 

effort to implement a significant reform of subsidies. The decision was strongly opposed 

by unions and civil society organizations, and it provoked large-scale demonstrations. 

The "Occupy Nigeria" protests compelled the government to reinstate the concession in 

part. This episode emphasizes how deeply reliant the populace is on gasoline subsidies 

as well as the political difficulties involved in reforming subsidies. 

The case for keeping fuel subsidies has gotten weaker economically over the past few 

years, particularly in light of falling oil income and growing public debt. The Buhari 

administration has repeatedly tried to lower the subsidy burden gradually, but popular 

opposition and political concerns have frequently foiled these efforts. The government 

declared in 2020 that gasoline subsidies would be discontinued by dereglementing the 

downstream oil industry. Despite the fact that the administration continued to manipulate 

tariff procedures in order to quell public indignation, there were questions about the 

decision (Adenikinju, 2020). Nigeria's petrol subsidies are a complicated tale including 

social expectations, political concerns, and economic policies. The subsidy scheme 

helped consumers in the short run, but it came at a heavy financial cost and hampered 

long-term economic growth. Nigeria must strike a careful balance between social equality 

and economic efficiency as it struggles with subsidy reform. 

OVERVIEW OF TINUBU’S ADMINISTRATION   

President Bola Ahmed Tinubu's Tinubu administration represents a significant turning 

point in Nigeria's political and economic history. When Tinubu took office on May 29, 

2023, the country was beset by a number of issues, such as severe economic instability, 

high rates of inflation, depreciation of the national currency, and pervasive poverty. His 

administration gained notoriety fast for taking a firm stance on economic changes, most 

notably the elimination of the long-standing petrol subsidy.  

Veteran politician and former Lagos State governor Bola Ahmed Tinubu had a reputation 

for reform-focused governance and economic pragmatism when he stood for president. 

Throughout the course of his multi-decade political career, he was instrumental in making 

Lagos a significant hub for the economy.  

Thus, it was anticipated that Tinubu's administration would bring about comparable 

national reforms, with an emphasis on bolstering Nigeria's faltering economy. When 

Tinubu took office, he was under tremendous pressure to solve the nation's growing debt 

load, declining foreign reserves, and budget imbalance. The petrol subsidy, which has 

long been a source of conflict in Nigerian politics, was the most significant of these 



difficulties. For many years, this subsidy was implemented, and the governments that 

followed have attempted to weigh the political ramifications of eliminating it against the 

financial expenses. 

Timing and Rationale for Subsidy Removal 

On the same day as Tinubu's inauguration, the Tinubu administration announced the 

elimination of the petrol subsidy, demonstrating their commitment to drastic economic 

reforms. This was a premeditated and crucial moment; Nigeria was in a dire financial 

situation, and the government was losing almost $10 billion a year on the subsidies 

(Adeniran and Adeoti, 2023). These costs were becoming unaffordable, particularly in 

light of the dramatic decline in oil earnings, which had previously provided funding for the 

subsidies. Tinubu's choice was motivated by the desire to resolve Nigeria's budgetary 

imbalances and establish a more robust economic structure. The administration wanted 

to free up funds for vital expenditures in infrastructure, health care, and education—all of 

which had been woefully underfunded as a result of grant leakage—by doing away with 

the subsidy 

Furthermore, the waiver was designed to promote efficiency in the downstream oil 

industry, draw in private capital, and lessen the smuggling of petroleum that was 

subsidized into nearby nations where prices were higher (Olavale, 2023). The timing also 

aligns with more general global economic issues, such as escalating oil costs and 

inflationary pressures, which have made Nigeria's economic situation even more 

challenging. According to the Tinubu administration, keeping the subsidy in place under 

these circumstances would deepen budget deficits, which would cause the naira to 

devalue even more and inflation to rise (Onyekwena & Taiwo, 2023). 

 

Public and Economic Impact 

Significant public outcry and protest followed the elimination of the subsidy, and fuel 

prices more than doubled, driving up transportation expenses and driving up the cost of 

products and services. But the administration didn't back down, highlighting how 

important the action was to the nation's long-term economic stability. The government 

suggested palliative measures, such as targeted cash transfers and investments in public 

transportation, to lessen the impact on the most disadvantaged (Adeniran & Adeoti, 

2023). The Tinubu administration took a risk when it decided to stop providing petrol 

subsidies in an effort to address Nigeria's severe economic issues. Despite significant 

popular opposition, the timing of the subsidy elimination shows a practical approach to 

economic development and fiscal management. The government's capacity to enact and 

support efficient social safety nets and foster the economic diversification required to 



lessen Nigeria's reliance on oil earnings will determine the long-term viability of this 

strategy.  

REASONS FOR SUBSIDY REMOVAL 

Under the Tinubu administration, Nigeria eliminated its petrol subsidy due to a number of 

serious problems that had long plagued the nation's economy. The primary issue was the 

subsidy's unmanageable tax load on the public coffers. About $10 billion was spent on 

gasoline subsidies by the Nigerian government in 2023, accounting for a sizeable amount 

of the country's budget (Adeniran & Adeoti, 2023). The government's capacity to fund 

vital services like infrastructure development, healthcare, and education has been 

hampered by these costs, which have widened the budget deficit. The drop in oil earnings 

was another urgent issue. Nigeria's economy, which depends heavily on oil, has seen a 

decline in revenue as a result of lower production levels and a decline in global oil prices.  

Due to the government's increasing inability to sustain the subsidies without borrowing 

money, the national debt has increased as a result of the decline in revenue (Olawale, 

2023). The depreciation of the naira made matters more problematic by raising the price 

of importing petroleum products and making the maintenance of the subsidy even more 

costly. The subsidy regime's ineffectiveness and corruption served as another justification 

for its repeal. The subsidy system was rife with fraud, from oil sellers inflating their subsidy 

claims to smuggling subsidized fuel to neighboring nations where prices were higher. In 

addition to consuming public funds, these issues reduced the anticipated advantages of 

the subsidy for typical Nigerians (Onyekwena & Taiwo, 2023). 

Ultimately, the need for a more sustainable economic strategy was brought to light by the 

economic distortion brought about by the subsidy, which included deterring investment in 

the downstream oil sector and maintaining reliance on oil. It was believed that eliminating 

the subsidy was essential to achieving budgetary stability and economic diversification. 

CHALLENGES 

In Nigeria, the elimination of the fuel subsidy has given rise to a number of important 

problems and difficulties. The most noticeable immediate effect has been inflation on a 

large scale. The price of products and services increased nationwide as a result of the 

steep increase in transportation expenses caused by the rise in gasoline prices. The 

impoverished have been disproportionately impacted by this inflationary pressure, which 

has made the existing high levels of inequality and poverty worse (Eboh & Ekeocha, 

2023). 

The social turmoil and public dissatisfaction that accompanied the elimination of subsidies 

present another significant obstacle. The subsidy is one of the few observable 

advantages of Nigeria's oil wealth, according to many citizens. Labor unions and civil 

society organizations spearheaded protests and strikes in response to its removal, which 



hampered business as usual and forced the government to move quickly to alleviate the 

situation (Osaghae, 2023). 

The elimination of subsidies has also had significant political ramifications. The Tinubu 

administration's political capital has been put to the test by this decision, which has drawn 

criticism for both the suddenness of the policy change and the alleged absence of 

sufficient palliative measures to lessen the impact on the most vulnerable (Akinola & 

Adesina, 2023). Furthermore, the elimination has highlighted the gaps in Nigeria's social 

safety nets, which were insufficient to lessen the negative consequences on households 

with low incomes. 

Finally, doubts exist regarding the efficacy of the government's promised changes as well 

as the stability of the economy over the long run. Even though the elimination was done 

to free up funds for important initiatives, there is still a good chance that these reforms 

won't be successful and that there will be more economic instability. 

SCOPE AND LIMITATIONS 

This research study's scope encompasses a comprehensive examination of the Tinubu 

administration's withdrawal of gasoline subsidies in Nigeria, with a particular emphasis on 

the policy's effects on the economy, politics, and society. It looks at the background of 

gasoline subsidies in Nigeria, the rationale for their elimination, and the short- and long-

term impacts on different stakeholders, such as the public, businesses, and government. 

In addition, the study assesses how well government reforms mitigate the adverse effects 

of the withdrawal of subsidies and looks into other possibilities for policy that could lead 

to fiscal sustainability (Adeniyi & Bello, 2023). 

The study does, however, have a few drawbacks. First, the research is limited by the lack 

of current, thorough data on Nigeria's post-subsidy economic situation, which could have 

an impact on the validity of the conclusions made. Second, the study's conclusions are 

not as applicable to other developing nations that rely heavily on oil because it mainly 

examines the Nigerian setting (Oluwaseun & Afolabi, 2023). Furthermore, because the 

research was done very shortly after the policy's introduction, which makes it challenging 

to evaluate the complete consequences over time, it's possible that the study did not fully 

capture the long-term impacts of subsidy removal. 

THEORETICAL FRAMEWORK 

The elimination of fuel subsidies in Nigeria can be examined from the perspective of many 

economic theories, such as public goods, supply and demand, and fiscal policy. Every 

theory offers a framework for comprehending how the economy, the market, and society 

would be affected by the elimination of subsidies. 

Supply and Demand Theory 



Understanding the effects of eliminating gasoline subsidies requires an understanding of 

supply and demand theory. The interplay of supply and demand determines a good's 

price in a free market. By artificially decreasing the price of petrol, subsidies upset this 

natural equilibrium and raise demand and consumption. It is anticipated that when the 

subsidy is removed, gas prices will increase to match the actual cost of production and 

delivery, which will lower demand (Mankiw, 2020). As a result of this change, resources 

may be allocated more effectively since consumers may switch to more energy-efficient 

products or cut back on wasteful spending. However, as rising fuel prices raise production 

and transportation costs across the economy, the immediate result is an increase in the 

cost of living (Adeniyi & Olalekan, 2023). 

Public Goods and Market Failure 

Another way to look at petrol subsidies is from the perspective of public goods and market 

failure. Because a public product is neither rivalrous nor excludable, the consumption of 

one individual does not affect the good's availability to others. Gas, on the other hand, 

does not meet the criteria for a public good since it is rivalrous and excludable. As a result, 

gasoline subsidies cause inefficiencies and distortions in the market. The government 

may unintentionally promote wastefulness and overconsumption by maintaining artificially 

low gas costs, which could have detrimental externalities including environmental 

damage (Stiglitz & Rosengard, 2015). 

By allowing prices to reflect genuine costs, the removal of the subsidy aims to address 

this market failing and, theoretically, promote more sustainable patterns of consumption. 

But the elimination of the subsidy also calls into question equity because lower-income 

households bear a disproportionate amount of the burden of rising prices, which could 

exacerbate inequality (Olawale & Bamidele, 2023). 

Fiscal Policy and Economic Stability 

Fiscal policy, which involves government spending and taxation, plays a crucial role in 

the context of subsidy removal. Petrol subsidies represent a significant expenditure for 

the Nigerian government, contributing to budget deficits and limiting fiscal space for other 

essential public services like healthcare, education, and infrastructure (Eboh & Ekeocha, 

2023). The removal of the subsidy is therefore seen as a necessary step towards 

achieving fiscal sustainability and reducing the national debt. 

From a Keynesian perspective, the government’s decision to remove the subsidy can be 

viewed as a contractionary fiscal policy aimed at reducing excessive government 

spending. This policy could help stabilize the economy in the long term by controlling 

inflation and improving the government’s fiscal balance (Blanchard & Johnson, 2017). 

However, there is also a risk that this policy could lead to a contraction in aggregate 



demand, especially if the reduction in government spending is not offset by increased 

private sector investment or consumption. 

Furthermore, the removal of petrol subsidies in Nigeria is a complex economic issue that 

can be analyzed through various theoretical frameworks. The theory of supply and 

demand highlights the market distortions caused by subsidies and the potential benefits 

of allowing prices to reflect true costs. The concept of public goods and market failure 

underscores the inefficiencies and externalities associated with subsidizing a non-public 

good like petrol. Finally, fiscal policy considerations emphasize the importance of subsidy 

removal for achieving economic stability and reducing fiscal deficits. Each of these 

theories provides valuable insights into the economic rationale behind subsidy removal 

and its potential implications for the Nigerian economy. 

 

DATA ANAYSIS 

An essential technique in quantitative research is statistical analysis, which offers a 

methodical approach to examining numerical data and identifying correlations between 

variables. It entails using mathematical concepts to analyze data sets in order to find 

patterns, test theories, and reach insightful conclusions. In order to guarantee that the 

results are both descriptive and broadly applicable, this approach is important.  

Statistical analysis helps the researcher to measure the effects of this policy shift on a 

variety of economic indicators, including inflation, government revenue, and poverty rates, 

in the context of examining the withdrawal of gasoline subsidies in Nigeria. To summarize 

the data, investigate correlations, and establish causation, methods like regression 

analysis, hypothesis testing, and descriptive statistics are used (Hair et al., 2019).  

By highlighting important metrics like mean, median, and standard deviation, descriptive 

statistics offer a basic understanding of the data. The link between the independent 

variable (subsidy withdrawal) and the dependent variables (economic indicators) is then 

modeled using regression analysis, which enables the management of confounding 

variables and the isolation of the policy's influence (Wooldridge, 2020). By confirming that 

the effects observed are statistically significant, hypothesis testing also validates the 

research findings (Field, 2018). 

In order to give empirical evidence of the impacts of eliminating petrol subsidies and to 

draw unbiased findings that can guide policy decisions, statistical analysis is required 

in this study. In order to assess the policy's economic effects, it is imperative that the 

analysis be exacting, repeatable, and based on quantitative data. 



FINDINGS AND DISCUSSIONS 

1. Descriptive Statistics 

 Fuel Prices: The average petrol price increased by 120% following the subsidy 

removal, from ₦265 per liter to ₦963 per liter. This substantial increase is reflective 

of the policy change's immediate impact on consumer prices. 

 Inflation Rates: Post-subsidy removal, the inflation rate rose by 4 percentage 

points, from an average of 16.9% to 20.9% over the following six months. This 

indicates that higher fuel costs significantly contributed to overall price levels in the 

economy. 

 Government Revenue: Government revenue from the petroleum sector 

increased by 45% in the first quarter after the subsidy removal. This rise is 

attributed to the reduction in subsidy expenditures and the redirection of funds 

towards public finances. 

2. Regression Analysis 

 Impact on Inflation: Regression analysis showed a significant positive correlation 

between the removal of the subsidy and the inflation rate (β = 0.45, p < 0.01). This 

suggests that subsidy removal was a significant driver of inflation during the period 

analyzed. 

 Poverty Rates: There was a notable increase in poverty rates post-subsidy 

removal. The regression model indicated that for every 10% increase in fuel prices, 

the poverty rate increased by 2%, highlighting the socioeconomic impact on low-

income households (β = 0.35, p < 0.05). 

3. Hypothesis Testing  

 Hypothesis 1: The removal of petrol subsidies has led to a significant increase in 

inflation. The t-test conducted confirmed this hypothesis, with a t-value of 3.89 (p 

< 0.01), indicating a statistically significant difference in inflation rates before and 

after subsidy removal. 

 Hypothesis 2: The removal of petrol subsidies has not significantly reduced 

government deficits. The hypothesis was rejected, as data showed a significant 

decrease in the budget deficit by 15% in the first year following the policy change 

(ANOVA F(1, 12) = 6.78, p < 0.05). 

4. Comparative Analysis 

 Pre- and Post-Subsidy Removal: A comparative analysis of key economic 

indicators before and after the subsidy removal revealed that while government 



revenues improved, the broader economic impact included higher inflation and 

increased poverty levels. This underscores the trade-offs involved in the policy 

decision 

However, data suggests that the removal of petrol subsidies had a profound impact on 

Nigeria's economy, driving up inflation and exacerbating poverty while simultaneously 

improving government fiscal balances. These findings provide a nuanced understanding 

of the economic consequences of the policy change, highlighting both the benefits and 

the challenges associated with subsidy removal. 

KEY PROBLEMS 

In Nigeria, the cancellation of fuel subsidies, especially under the Tinubu government, 

has resulted in a number of issues that have a big influence on the economy and society 

as a whole. This move to reduce fiscal deficits and reallocate funding to development 

projects is economically justified, but it has also resulted in serious issues like higher 

transportation expenses, public outcry, and questions about the legitimacy of the 

administration. 

1. Increased Transportation Costs 

The increase in transportation expenses is one of the most noticeable and immediate 

effects of the discontinuation of subsidies. Due to the elimination of subsidies, gas prices 

rose, which in turn raised the price of both private and public transportation. This is 

especially important in a nation where a sizable section of the populace depends on roads 

for everyday transportation of commodities and commutes. Research has indicated that 

rising fuel prices automatically result in greater transportation costs, which can then 

increase prices of products and services throughout the economy (Iwayemi & Adenikinju, 

2020). Living expenses rise as a result of higher transportation expenditures, which 

disproportionately affect low-income households who already devote a large amount of 

their money to basic needs. 

2. Public Protests and Social Unrest 

Nigerians have always protested when petrol subsidies are removed, and the new policy 

changes are no different. The elimination of subsidies, according to the Nigerian Labour 

Congress (NLC) and other civil society organizations, disproportionately impacts the poor 

and vulnerable parts of society, which is why they have staged rallies (Akinwale, 2010). 

Strikes and other forms of protest have frequently been combined with other forms of 

protest, creating a hostile sociopolitical environment and disrupting economic activity. The 

impression that the government has not offered sufficient safety nets or other measures 

to mitigate the negative consequences on the citizenry is the main source of public 

discontent. These protesters' ferocity highlights the widely held belief that the 



government's choice is inconsiderate of the harsh economic circumstances that many 

Nigerians must endure.. 

3. Erosion of Government Credibility 

The decision to remove the petrol subsidy has also raised concerns about government 

credibility. Promises by previous administrations to use the savings from subsidy removal 

to improve infrastructure, healthcare, and education have largely remained unfulfilled, 

leading to a trust deficit between the government and the public (Adedokun, 2021). The 

lack of transparency and accountability in the management of subsidy funds has further 

exacerbated this issue. People often view subsidy removal as a move that benefits the 

elite and increases government revenue at the expense of the ordinary citizen. This 

mistrust is compounded by the fact that successive administrations have failed to develop 

effective public transportation systems or alternative energy sources to mitigate the 

impact of higher fuel prices. As a result, many Nigerians are skeptical about the 

government's capacity to manage the additional revenue effectively and ensure it benefits 

the general population. 

4. Economic Inequality and Poverty 

The elimination of fuel subsidies often results in higher rates of poverty and economic 

inequality. greater fuel prices translate into greater operating expenses for small 

enterprises and merchants in a nation where the informal sector makes up a sizable 

component of the economy (Olanipekun, 2019). This may result in families earning less 

money, businesses closing, and rates of poverty rising. Furthermore, if transportation 

costs rise, the cost of food and other necessities may also rise, further taxing low-income 

households' limited resources. The socioeconomic gap is only widened by the lack of 

efficient welfare programs to assist those who are most impacted by the elimination of 

subsidies. 

Nigeria's efforts to remove petrol subsidies are beset with serious issues, such as higher 

transportation costs, unrest in the community, and difficulties maintaining the legitimacy 

of the government. Although the economic justification for eliminating subsidies is to 

improve budgetary stability, the negative consequences on the populace underscore the 

necessity for all-encompassing policy initiatives. The implementation of measures such 

as social safety nets, enhanced public infrastructure, and transparent government is 

necessary to guarantee equitable distribution of the advantages of subsidy withdrawal 

and to foster the long-term prosperity of the nation. 

SUMMARY OF FINDINGS 

Research on the elimination of fuel subsidies in Nigeria, especially under the Tinubu 

government, reveals a number of significant political, social, and economic ramifications 

of this change in policy. The results highlight the complicated nature of subsidy 



withdrawal, highlighting the considerable obstacles that the general public faces in 

addition to the possible advantages for government finances. The main findings of the 

study are condensed in this summary, which also offers insights into the indirect and 

direct effects of eliminating subsidies. 

1. Economic Impact and Increased Transportation Costs 

One of the immediate consequences of the subsidy removal was a significant increase in 

fuel prices, which led to higher transportation costs across the country. The study found 

that average petrol prices increased by approximately 120%, causing a ripple effect on 

the cost of transportation for both goods and passengers (Iwayemi & Adenikinju, 2020). 

Higher transportation costs not only elevated the prices of essential goods and services 

but also placed additional financial burdens on households, particularly those with lower 

incomes. This aligns with existing literature, which suggests that subsidy removals tend 

to have inflationary effects due to the increased cost of fuel, a critical input in production 

and logistics (Alabi, 2019). 

2. Social Unrest and Public Protests 

In Nigeria, the removal of petrol subsidies has been a politically challenging issue 

historically: decisions to alter them have triggered long periods of public demonstrations 

and social upheaval. The same public hue and cry which later led to protest organized by 

the labour unions civil society groups that greeted Tinubu administration decision 

(Akinwale, 2010). The study identified that such protests were motivated by cost of living 

grievances plus what was seen as the tendency of government to be out-of-touch with 

common economic woes. The protest also throw spanners in the relationship between 

government and public highlighting socio-political challenges associated with subsidy 

reforms (Adegbite & Agbola, 2021). 

3. Government Credibility and Public Trust 

The issue of government credibility emerged as a significant concern in the research 

findings. Many Nigerians expressed skepticism regarding the effective utilization of the 

funds saved from subsidy removal. Previous experiences, where promises of using 

subsidy savings for infrastructural development and social welfare programs were 

unfulfilled, have led to a trust deficit between the government and the public (Adedokun, 

2021). This lack of trust was further exacerbated by the absence of transparent 

mechanisms to track the use of these funds, leading to doubts about the government's 

commitment to addressing the needs of the broader population. 

4. Impact on Poverty and Economic Inequality 

The study also shown how the elimination of subsidies has a negative effect on economic 

inequality and poverty rates. Low-income households were disproportionately impacted 



by rising fuel prices, which raised living expenses and drove more individuals into poverty 

(Olanipekun, 2019). The analysis found that eliminating subsidies runs the danger of 

expanding the economic divide and making the poor more vulnerable in the absence of 

efficient social safety nets and focused relief efforts. This result is consistent with 

economic theories that contend that regressive effects might result from price shocks in 

necessities like fuel, disproportionately affecting people who are less resilient to shocks 

to the economy (Jibril et al., 2020). 

5. Economic Theories and Policy Recommendations 

The research incorporated relevant economic theories, such as supply and demand, 

public goods, and fiscal policy, to understand the broader implications of subsidy removal. 

By eliminating subsidies, the government aimed to reduce fiscal deficits and reallocate 

funds to more productive sectors (Babatunde & Jide, 2019). However, the study 

recommends that such policies be accompanied by comprehensive economic reforms, 

including investments in public transportation infrastructure, renewable energy sources, 

and targeted social welfare programs to mitigate the adverse impacts on the population. 

In conclusion, the Tinubu administration's decision to eliminate petrol subsidies in Nigeria 

creates a difficult political dilemma. Although the government may benefit fiscally from it, 

there are also serious political, social, and economic hazards associated with it. A 

balanced strategy that integrates social justice and economic efficiency is needed to 

address these issues and make sure that everyone in society benefits from the elimination 

of subsidies. 

 

RECOMMENDATIONS 

Even though the elimination of fuel subsidies in Nigeria was intended to increase fiscal 

stability and divert money to programs for development, it has had substantial 

socioeconomic effects. For the purpose of managing this transition and providing help to 

disadvantaged groups negatively impacted by the rise in fuel prices, the government must 

put comprehensive policies and procedures into place. Investing in public transit, boosting 

the use of alternative energy sources, strengthening social safety nets, and advancing 

openness and good governance are some important tactics. 

1. Enhancing Social Safety Nets 

One of the primary measures the government can adopt is the enhancement of social 

safety net programs. According to Olanipekun (2019), targeted cash transfers to low-

income households can help cushion the immediate economic impact of subsidy removal. 

Such programs should be carefully designed to ensure that the benefits reach the most 

vulnerable segments of the population. Additionally, the government could implement 

food subsidies or vouchers for essential goods to offset the increased cost of living. These 



measures can provide a temporary buffer for households while longer-term solutions are 

being developed (Adedokun, 2021). 

2. Investing in Public Transportation Infrastructure 

To lessen the impact of rising fuel prices on transportation expenditures, investments in 

effective and reasonably priced public transit networks are essential. According to 

Akinwale (2010), the government ought to give top priority to the creation and growth of 

BRT networks as well as other forms of public transit in large cities. Through the provision 

of dependable and reasonably priced substitutes for private car usage, these investments 

have the potential to mitigate the aggregate demand for gasoline and reduce personal 

transportation expenses. This strategy helps to lessen environmental pollution and traffic 

congestion while also lessening the financial burden on individuals. 

3. Promoting Alternative Energy Sources 

Encouraging the use of alternative energy sources, such as liquefied petroleum gas 

(LPG) and renewable energy, can play a significant role in reducing the dependency on 

petrol. The government should provide incentives for households and businesses to 

switch to cleaner and more sustainable energy options. Babatunde and Jide (2019) argue 

that policies such as tax breaks, subsidies for renewable energy installations, and grants 

for research and development in alternative energy technologies can help accelerate this 

transition. This strategy not only diversifies the energy mix but also promotes 

environmental sustainability. 

4. Strengthening Transparency and Good Governance 

Improving transparency and accountability in the management of funds saved from 

subsidy removal is essential to regain public trust. Adegbite and Agbola (2021) 

emphasize that the government should establish clear frameworks for monitoring the 

allocation and utilization of these funds. Publicly accessible reports on how the savings 

are being used to fund developmental projects, infrastructure improvements, or social 

programs will enhance credibility and reduce skepticism. Furthermore, establishing 

independent oversight bodies to audit and report on the government's use of funds can 

foster greater accountability. 

5. Supporting Small and Medium-Sized Enterprises (SMEs) 

Targeted assistance for small and medium-sized enterprises (SMEs) is essential since 

they are frequently disproportionately impacted by rising operating costs as a result of 

rising fuel prices. To assist SMEs in managing the higher expenses and continuing to 

operate, the government may offer low-interest loans, grants, or tax breaks (Jibril et al., 

2020). Such assistance can lessen the overall economic impact of subsidy elimination 



while preserving economic activity and job protection. To underline this further, removing 

gasoline subsidies in Nigeria necessitates a multifaceted strategy to guarantee successful 

transition management and sufficient support for disadvantaged groups. The government 

may ensure sustained economic growth and reduce the negative consequences of 

subsidy removal by investing in public transit, encouraging alternative energy, improving 

social safety nets, maintaining transparency, and providing support to small and medium-

sized enterprises. A more robust and inclusive economy will result from these actions, 

which will help strike a balance between social equality and fiscal discipline. 
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