A Framework for the Fuel Subsidy FGDs
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Background
The survey asks quantitative questions on PMS/Petrol subsidies on these issues (Appendix A):
· Consumption, availability and delays
· Knowledge of subsidies and agreement with change
· Distribution of subsidies
· Social norms
· Experience of 2016
· Government policy on subsidies
· Expenditure/reallocation preferences
However, quantitative surveys are not so good at exploring the reasoning behind the answers received. Hence a set of qualitative Focus Group Discussions will be held with individuals on the topic to explore their views on subsidies and subsidy reform.There will be 3-4 FGDs per geopolitical zone.  For the fuel subsidy FGDs it may be useful to identify different groupings of respondents, according to vehicle ownership, education level and age. 

Objective
The objective of the FGDs on fuel subsidies is to deepen the understanding of people’s perceptions around subsidies obtained from the quantitative survey, by facilitating a set of discussions around ‘how’ they believe the fuel subsidy system works and ‘why’ they hold the views that they do.  The results of the FGDs can then be used to explain the results obtained from the quantitative research.

Information for Enumerator on Fuel Subsidy (not to be read to participants):
Nigeria produces a lot of crude oil. This means they extract oil from oil fields in Nigeria. This type of oil that comes directly from the ground can never be used in cars. It would not work.
This is why the oil needs to be refined. This happens in a large factory called a “refinery”. These factories are very, very expensive. Nigeria has four of such factories that transform crude oil into PMS (petrol). But the Nigerian refineries are in a bad state and do not produce enough PMS (petrol) to cover the whole country. 
As a result, the government sells a lot of crude oil to foreign countries and uses this money to import refined fuel (PMS) to be used in petrol stations.About 90% of PMS that is used in Nigeria is imported. 
The government imports this fuel at the international price, which is higher than the sales price in Nigeria. The international price is currently over N180 per liter.  It fluctuates depending on the price of crude oil, but broadly speaking, the international price reflects the cost of producing fuel.  However, the Nigerian government sets a sale price for PMS of N145 per liter.  The difference between the international price and N145 per liter is the subsidy that the Government pays out of the budget.
If fuel was not subsidized, it would cost a lot more.  For example, while Nigeria increased the price of petrol and PMS in 2016, it is still the lowest in the region. The PMS or petrol price in Benin is around N 300 per liter and in Cameroun it is around N400 per liter. 
Framework
Facilitator thanks everyone for coming and explains the purpose of the workshop
Everyone introduces themselves to one another.
SECTION 1: Availability and delays 
There are sometimes shortages in the availability of PMS.
1. What is your opinion about PMS/Petrol generally? In recent times, have there been delays as regards to having PMS/Petrol?
2. Why do you think the delays happen? (question prompts to keep discussion going: Does this also happen for other fuels? Or for other products?)
3. What sort of problems have been caused for you or for people you know by shortages? PROBE DEEPLY FOR IMPACT OF THE SHORTAGES.
Output 1: Write up of the answers to all three questions.  In all cases where we ask questions, write down ALL the reasons that are given and then describe whether there is any consensus on the main reason or reasons for the issue in question e.g. write down all the reasons people say delays happen, but then if people think that they mostly occur because of one or two of these reasons then note that down.  Do you best to include for all questions you can:  a listing or description of all the issues; the consensus view (or lack of it in which case explain it); and, importantly, please include numbers, and examples. E.g. we have typically had to wait for over 2 hours to get fuel; because I couldn’t get fuel I couldn’t get to work and lost my job; or any other examples/stories that are interesting with as much detail as you can.


SECTION 2: Knowledge of subsidies
4. Tell me, what does the word “subsidy” mean? What does it mean when the government “subsidizes” something, like PMS/Petrol? Do you think that a “subsidy” is mostly a good thing or mostly a bad thing? (do not spend too much time on this) 
5. Does the government provide any kind of subsidy for PMS/Petrol? (by subsidy we mean that the government provides some money so that the price of PMS/Petrol is lower than it would be otherwise). Why do you think the government does or does not provide a subsidy?
6. Do you think that the government should subsidize PMS?Or do you think that they should not subsidize PMS/Petrol?  Why?
Output 2: Write up of people’s perception about the word subsidy and whether they think it is good/bad and why.  Indication of what share think there is a subsidy; and reason the government does/doesn’t provide it.  Opinions on whether PMS should be subsidised and why.

SECTION 3: Distribution of subsidies(ask specifically about PMS, not subsidies in general)
[NOTE TO ENUMERATOR:  Please read the following text:]
I would now like to read you some information about subsidies.  This information comes from independent experts on the subject.  They say that the government buys most of its fuel/PMS from the international market at a price of over N180 per liter of fuel; and that the government sells fuel/PMS to the public at the official price of N145 per litre – even though, in practice, not all consumers can actually access fuel at that price.  The difference between the price at which the government buys fuel and the price at which it sells it, is known as a ‘subsidy’.  This is what is meant when we say that the government ‘subsidizes’ PMS.  I would now like to ask you about who you think benefits from the subsidy to PMS i.e. from PMS being sold for a price that is lower than the price at which the government buys it.

7. Who do you think benefits the MOST from the subsidies to PMS/Petrol?  Who benefits the LEAST?  Why?If masses mentioned, Probe further for categories of masses
8. This is the true allocation of the subsidy[SHOW CHART 1 - (PICTURE IN APPENDIX B OR DEMONSTRATE WITH CARDS].  What do you think about this allocation? Do you trust these numbers? 
9. Now imagine you are the President and Ministers.  How do you think the subsidy should be allocated across the different groups? Why do you think this is a better allocation?
Output 3:  Write up of people views about the groups that benefit most/least and why.    Views on the true allocation of subsidy and whether they believe it.  Quantitative table showing how many cards they think should be in each quintile category for the subsidy (i.e. fill in the following table) along with the reasons for their allocation.
	Quintile
	Number of cards they allocate

	1 Poorest
	

	2
	

	3
	

	4
	

	5 Richest
	



SECTION 4: Relative size of subsidySHOW CHART  2
Now I would like to discuss the size of the subsidy relative to other types of expenditure.  Give them a large sheet with 7 categories of expenditure (interior, defence, health, education, agriculture, power/housing/infrastructure, subsidies).  SHOW CHART  2. The sheet should show the expenditure/allocation of cards for each category of expenditure, but the amount for subsidy should be left blank. ALLOW RESPONDENT TO DETERMINE SUBSIDY VALUE. Explain the sorts of expenditure that are in each category.  Then ask:
10. How much do you think the size of the subsidy to PMS/Petrol compares with subsidies to health and education? Is it smaller? Bigger? By how much?
[ENUMERATOR: ONLY AFTER YOU HAVE NOTED THEIR ANSWERS, SHOW THEM THE TRUE AMOUNT ALLOCATED TO SUBSIDIES – APPENDIX C (SECOND GRAPH)]SHOW CHART 3
11. This is the true allocation of expenditure across different uses.  What do you think about this allocation?
If you were the President or the government and could rearrange the budget – giving more money for some things and less for others – how would you rearrange the allocation to provide maximum benefit to the people of Nigeria?SHOW CHART 4(Appendix C: Subsidy relative to other government expenditure)Explain the reasons for your choice. (Moderator: Try to come up with an average value for each allocation)  
Output 4: Views on what they think the size of the budget actually is relative to health/education – including noting differences in views and the range of views.  Views on the actual allocation.  Views on how the budget should be re-allocated including filling in the table and explaining the reasons for their choice.
	Ministry
	Existing allocation of cards
	Their preferred allocation of cards

	Interior
	9
	

	Education
	9
	

	Defence
	8
	

	Health
	5
	

	Agriculture
	3
	

	Power, Housing and Infrastructure
	9
	

	Fuel Subsidy
	7
	



SECTION 5: Impact of the 2016 price increase
12. In May 2016, the official price of PMS/Petrol was increased from N86.5 per litre to N145 per litre.  Did this have any impact on you?  If so, what?  How did you respond or cope with the increase? PROBE FOR HOW THEY RESPONDED TO EACH IMPACT MENTIONED. ALSO FIND OUT POSITIVE IMPACTS.
Output 5: Produce a list of the impacts and responses; note which were most serious and why.

SECTION 6: Fixing the Refineries
13. Many people say that the solution to the problem of fuel subsidies is to fix Nigeria’s refineries so that they can produce all the fuel that Nigeria needs.  This has been proposed many times over the years and a lot of money has been spent on the refineries and yet their performance is still poor – why do you think it hasn’t worked so far?  What would the government need to do to get the refineries working at full capacity?
14. [ASK ONLY IF THIS HASN’T ALREADY COME OUT IN THE DISCUSSION OF THE QUESTION ABOVE].  Some people argue that the reason that the refineries don’t work well is because they cannot make a profit if they have to sell fuel at a fixed price regulated by the government.  Do you agree?  If so, what should be done?  If not, why not?
Output 6: Note the reasons why people think the refineries don’t work.  In particular, note if they mention (or not) the fact that they have to sell fuel for a price lower than the cost of production.  Note the policies that they suggest are needed to get the refineries working.

SECTION 7: Government policy on subsidies
Next year there will be an election and a new government will be installed.  No matter who becomes President, it is possible they willsay that they have to increase the fuel price.  Imagine that the new government decides that it is going to increase the price of PMS from N145 per litre to N180 per litre.  
15. How big an impact would such a change have on you? How would you adjust to it?
16. If they have to do this, what would be the best way of going about it e.g. through one big increase – or by a series of gradual increases?  If gradual, over what period? 
17. Should the government try and compensate people who are badly affected by this price rise?  If so, what would be the best ways for them to do this? [produce list of ways that people discuss – come up with ranking of the top 3] How else could government increase trust from people?
18. Should the compensation be just for the poorer groups, or should it apply to everyone?
19. Show the list of actual programmes [e.g. cash transfers/stipends etc.  this list needs to be constructed] that might be used to compensate.  Which of these do you think would be the most appropriate and effective way of providing compensation?  Why? [generate ranking of top three] Can you think of any others?
20. If the Government said it will offer this type of compensation, would you believe them? What would they need to do for you to have trust in their actions?
21. Which influential figures do you trust the most? Are there governmental figures that are particularly respected? What about other famous people?
22. [bookmark: _GoBack]As we discussed before, the government currently spends a lot of money on PMS subsidies.  If the government were to come and say ‘we are going to have to reduce subsidies and that means that PMS prices will rise – but we promise to deliver the programme that you just identified [i.e. the one they picked as the best one]’ – would you be in favour of reducing subsidies and getting the programme – or would you prefer not to get the programme and have no price rise?  Why?  
23. We asked a question earlier in the discussion about whether the government should subsidize PMS and people said X [whatever they said].  This time, people have said Y [whatever they said].   Did anybody change their mind since the beginning of the discussion?  If so, why?  For those that didn’t change their mind – why not?

Output 7: Provide systematic answers to all the questions above including the outputs in square brackets i.e.:
· List of ways that the government might try to compensate people
· Ranking of top three actual programmes that already exist
· Names of key figures that they trust
· Share of people that agree with reducing subsidies at beginning and end of FGD
And, as always, detailed explanations of the reasons for the views and results.




Appendix A: Summary of household survey questions on fuel subsidies
Perceptions of Subsidies
Consumption of fuel
1. Ownership of vehicles
2. Renting of vehicles
3. Purchase of liquid fuel
4. Purchase of LPG
5. Use of public transport
Availability and delays
6. Did you buy PMS
7. Difficulties in obtaining PMS
8. How many minutes to wait
9. What price did you pay for PMS
10. Where do you usually buy PMS
11. General availability of PMS
12. Most disturbing difficulty
13. Willingness to pay more for guaranteed availability
Knowledge and Complexity
14. Knowledge of official price for PMS
15. Question to test if they know that PMS is subsidised
16. Guess of price without subsidy
17. Should government reduce fuel subsidy
18. Reason for yes
19. Reason for no
Distribution of subsidies
20. Perceived actual distribution of subsidy by quintile
21. Desired distribution of subsidy by quintile
22. Household position on quintile ladder
Social norms
23. Self-reliance vs right to subsidy
24. If others get it, I should vs only for the poor
25. Nigeria has oil so should subsidise vs should maximise value of oil
26. Who should have access to subsidised fuel
27. What is primary source of news
28. What is most trusted source of news
29. Three living national figures that are trustworthy
Experience of 2015 price rise
30. How responded to 2015 increase
31. How big an impact was the 2015 increase
Government policy on subsidies
32. Big bang vs gradual increase
33. Over what period
34. How many steps
35. How would you adjust
36. How big an impact would it have on you
37. Should there be compensatory programmes
38. Just for the poor vs for everyone
39. Most important programme to reduce impact
40. 2nd most important programme to reduce impact
41. Confidence or doubt that subsidy savings will be used well
42. Why doubtful
43. Statements about what should happen with subsidy reform (narratives)
44. Do you think government should reduce the fuel subsidy
45. If changed mind, why did you change your mind
46. If I asked others in the area would they be in favour/against subsidy reduction

Expenditure preferences
47. How is government money distributed across activities/sectors
48. Do you agree with the distribution
49. What is ideal distribution?
50. Willing to pay more tax?
51. Where would you place the extra tax money?
52. President should explain how money is spent vs not



Appendix B: Who gets the subsidy (out of 50 tokens)




Appendix C: Subsidy relative to other government expenditure


Which can be distributed as tokens as follows:

Who gets the subsidy
Number of tokens	
1	2	3	4	5	2	4	6	10	28	Quintile (Poorest = 1; Richest = 5)

Number of tokens


Recurrent	Ministry of Interior	Ministry of Education	Ministry of Defence	Ministry of Health	Minsitry of Agriculture	Ministry of Power, Housing and Infrastructure	Fuel subsidy	482.37	398.01	325.87	252.87	53.81	34.21	449	Capital	Ministry of Interior	Ministry of Education	Ministry of Defence	Ministry of Health	Minsitry of Agriculture	Ministry of Power, Housing and Infrastructure	Fuel subsidy	63	142	140	51	118.98	529	
N billion



Relative size of budget for different Ministries

Ministry of Interior	Ministry of Education	Ministry of Defence	Ministry of Health	Minsitry of Agriculture	Ministry of Power, Housing and Infrastructure	Fuel subsidy	9	9	8	5	3	9	7	


