
PERCEPTION OF TAX AND SUBSIDY IN NIGERIA
SUMMARY OF FINDINGS (FGD)
	Region
	South West

	State 
	Lagos

	Location 
	Urban

	FGD Type 
	Household Subsidy

	Gender
	Male

	Age Category 
	32 - 38years 



	Assessment objectives
	Summary


	AVAILABILITY AND DELAYS

	Opinion about PMS/Petrol generally.

	· Most of the participants interviewed resonate with the term PMS and rightly associated it with petrol which is the term widely and commonly used in Nigeria. The importance of the product was highly emphasized and precisely regarded as the ‘blood’ which keeps most individuals and businesses running due to its usefulness. Its unavailability is perceived as a threat to the survival of lives and economic development hence the scarcity of the commodity comes with suffering, loss of business and stress induced lifestyle among others.

· Participants generally acknowledged that there is a trend which has become persistent over the years with regards to delays and unavailability of petrol during the festive seasons associated with the Christians. Though it was not regarded as political, the will to stem the yearly occurrence has been observed to be very weak on the part of the relevant authorities who were castigated for being exceptionally passive in addressing the situation. In their views, commuters are usually stranded and travelers face a great ordeal owing to price hike by transporters.    
                              We mostly experience this scarcity during Christmas time, then the cross over to the new year

· Furthermore, the agitations and grievances by marketers when government policies are not in their favor could sometimes culminate in protest and strike actions causing a short supply or dearth in the supply of the product. 
There was a time they told them not to pack at a strategic location and they feel they have to go on  strike, and other times, when they feel the cost of lifting fuel does not commensurate to what they earn, they might decide to make it scarce so they can increase the price

· In more recent times, the tanker drivers union has also been accused of embarking on strikes when the government wields the big on them for failure to comply with laid down rules and regulations. This type of strike which is perceived to be artificial also takes a tow on the people who sometimes spend long hours at the fuel stations jostling to get fuel as well as at the bus terminuses waiting to get into bus transits that could take long to come around.  
Artificial scarcity created by the drivers; they will refuse to go to the depot to lift fuel, maybe due to  the policies on their packing state, their loading and traveling period is been regulated, and so they come out to say No way, and by so doing they create the scarcity by refusing to drive


	Delays regards to having PMS/Petrol
	· The purported removal of fuel subsidy by the past administration had in no small way caused scarcity of the product and halted economic activities at a time leading to the closure of small businesses who could not afford the high cost of fuel.  
There was a issue of subsidy, during Jonathan regime, they were deliberating on removing subsidy or leaving it, that also made petrol scarce 

· The logistic issues associated with product distribution were also mentioned by 2 of the participants as possible causes for the delay in product supply.
· The unavailability of petrol is believed to have ripple effect on some essential goods and services. Mostly affected are food and transportation which at this time are alleged to sky rocket consequently causing pain and suffering on the masses. In some cases, other energy products like kerosene and diesel are equally affected by the scarcity as Some of the petrol outlets deliberately shut down the supply of these products. 7 of the participants totally agreed to this view while a dissimilar view was shared by 2 participants.

May be they don’t have kerosene because nobody will have a product and knows that  locking it is not going to affect its price, and then keeps it lock

They believe that in as much as you are coming in with a keg, you are coming to get fuel, if you approach any filling station during fuel scarcity with your keg, they will tell you there is no fuel, even if you told them it is kerosene you want
Even if they wanted to sell other product, the will always have some hours to sell, and after  they will lock down again

	Problems caused due to shortages of Petrol
	· Generally, participants affirm that the cost of living soars astronomically during fuel scarcity and drop in sales are often experienced as people have limited resources at their disposal to purchase items.
· Some of the participants admitted that this period is usually very stressful both mentally and emotionally and 1 participant wished he was running his own business at such times due to the reprimand received from his employer for his constant lateness to work.

When there is fuel scarcity, there is increase in commodities, things you buy for #100 will go for #150 or #200, and they don’t ever go back to the normal price, and they start telling you that transportation is high.
Other challenges encountered during scarcity by participants include:

· Restrictions in movement and unavailability of buses on the highways.
· Traffic congestions on roads where products are available and dispensed as well as endless waiting at the bus terminuses due to the unavailability of buses.
· Termination of appointment of 2 of the participants by their employers for constantly coming to work late.
· Inability to meet set targets at work with its attendant negative impact on the business.
· 1 participant however shared a positive experience about his employer whom he said was more considerate   and rational at such occasion. 
if I go to work, I get queries, even at that periods,, I still get queries, there was a time  my boss asked  me the time I wake up, I told him 4am, and he told me that in this situation, I wake up 3am and start trekking, when I get to the junction, I should pull my hand down to even a private car, that I must be at work because he can’t afford not to pay my salary, so these are not excuses and they give us blame. During that time when I go to work, I always have query too, to avoid that I had to  arrange a bike man to be coming very early, because normally I leave home by 7am but that period, I leave home by 5am, so I arrange a bike man to pick me up and drop me at home, I pay him high

	KNOWLEDGE OF SUBSIDIES

	Meaning of the word “subsidy”
	· Consensus on the knowledge of subsidy across board was expressed. The terminology was explained as an initiative or intervention introduced by an organization, agency or government to help in alleviating the economic or financial burden brought upon the people as a result of a sharp increase in  price of  certain basic products and services. 
Subsidy is the money given from the federal government, it could be from the state government, in as much as it is a government interfering issue, paying for a particular product in order to maintain a particular price, so that the lower people can also have access to gain from the product and even the rich people can also gain, but the government stands to maintain the regulation of the price, so that is where they are giving their own fund into that

· In addition, the view that the government was bearing part of the cost of producing and importing fuel in order to make it available and affordable to all and sundry was also shared by all. Since there is a failure on the part of the power ministry to provide electricity supply, it then behooves on the government to provide an alternative source of energy and petrol seems to be the immediate product because of its multipurpose use.

	Is subsidy mostly a good thing or mostly a bad thing
	· Agreeably, subsidy is perceived to be a good idea if the objective is rightly pursued and achieved. Given the context in which it is being applied in the petroleum sector, 7 of the participants criticized the plan and described is as manipulative and solely beneficial to a certain cadre of people via the wealthy and affluent people. 2 participants who had a divergent opinion posit that the gesture has more helpful sides in that it has afforded most of the poorer people in the society to have access to petrol even though not every one of them can still afford it at the price for which it is being sold. 
It depends in the context you look at it, but now, in the context of Nigeria, if the subsidy  touches the lives of everybody, and everybody feels the impact of the subsidy, it is good, but when it becomes a means in which some people enrich themselves or take advantage of it, taking it as an opportunity to inconvenience the people, then it is bad, but if it benefits everyone, then it is good, for instance, if you tell me I have to buy fuel for #200 per liter, that means you have to step down on how I use my fuel, and power is a problem in this country, if I spend hours outside and I come into the house, and there is no light, then I look at the generator, there is no fuel in it, and I can’t afford the #200, and someone gives me the subsidy and it comes to #120, and I can afford it, I buy it, put the fuel in my tank, power my generator and have a good rest, so it is good

	Does the government provide any kind of subsidy for PMS/Petrol
	· Most participants were confused and could not emphatically tell if the government provide subsidy for petrol. Mixed reactions were expressed and reference was made to the previous administration when the then president increased the price of fuel and cited his reason for doing so. In similar vein, participants indicted the present administration of towing the same line as the former and citing similar reason for increasing the fuel price. This impression has left many wandering if there is still subsidy on petrol. However, 3 of the participants had a strong conviction on the fact that the government is still subsidizing fuel. In their view, available statistics suggests that the Nigeria National Petroleum Corporation (NNPC) solely imports over 90% of the fuel consumed by Nigerians due to the fall in the Naira at the international market thereby making it difficult and unaffordable for independent marketers to buy the product. What the government then does is to provide succor by selling to the marketers at N133 per liter which they say is actually below the cost price of N173 and consumers in turn pay N145 per liter for the product. They clarified that the margin between the cost and sales price is the subsidy which the government is providing.
I am indifferent because the whole drama of subsidy recently has not been an interest to me so I  never bother to know if it is actually on the fuel or not but the last time I remember hearing anything about subsidy is when the price moved from #87 to #145, and so we need to leave it at the standard price of #145, and then they said No, that they are bringing it to #120 and then government come in, not until when they started selling at #145,, so conclusively then there was no subsidy, and at the moment it is still at #145, I don’t even know if the subsidy is still existing or not 
It is the statistics outside there, there is this issue of whether you believe or not, and there is a difference between that, NNPC, the government establishment which has be confirmed by the couple of private importers because of the fall in Naira, as at the time it was taking to #145, when government said they should sell at #145,and they removed it, after then, we had the fall in Naira, so it now affected the price of importation which is now over #145, they now said they can’t continue to import and sell at #145, so NNPC took it upon themselves, they import every fuel, sell it to you at #133, and you go sell at #145, but the actual cost of NNPC importing it is #171, some people don’t believe in the statistics but I do.

	Should the government subsidize petrol
	· As to whether the government should subsidize fuel, many of the participants favored the view on the ground that every incoming and outgoing administration have deliberately created weak structures that supports importation of the product as opposed to the revamping and repairing of the 4 refineries available. Only 3 participants had a contrary view and suggested a removal of the fuel subsidy and requested that the money be channeled to key sectors like the infrastructure, power & housing ministries. 1 participant who also expressed support for government to continue to subsidize fuel believes that if all the refineries were working at optimum capacity, there will still be need for the subsidy because of the high cost for which the product is sold at the international market which makes it prohibitive for the independent marketers to afford.
Had it been there was no importation, there would not be subsidy, so what is the essence of using that  huge sum of money to subsidize when we can put things in place here and produce, they shouldn’t subsidize, I believe that the money they are using to subsidize the fuel, they can put the basic amenities here and everything will be done here, even create jobs for people, so the idea of using money to subsidize fuel is not okay
What I see here is subsidizing within the context of Nigeria in the interim is actually a bail out for a failed system, because if certain infrastructure were to be functional, then there might not be need to talk about subsidy, for instance, we have 4 refineries, if 3 were to be at full working capacity, importation, excess tariff will be knocked off, and you will create a leveled ground for indigenous organizations to spring up.

	DISTRIBUTION OF SUBSIDIES

	Who benefits most from the subsidies to petrol 






	· While it is agreed by the vast majority that subsidy should subsist, the benefits have not been appreciably felt by all cadres of people in the society. The wealthy and more privilege people in the upper class are alleged to benefit more from the fuel subsidy given the high demand for the product. A dissimilar view was expressed by 2 participants who accused the private marketers as those who are the main beneficiaries of the subsidy because they engage in unscrupulous activities like product diversion and demand for subsidy on the product that was never delivered.
It is not even the common man, it is the marketers because at the end of the day, they are paid for job not done, they pay them thrice for a particular product and this where they benefit, but in the general populace we are the ones saying there is excess fuel, no traffic, but a total population of 120million is been enjoyed by just 6 people


	Perception about actual allocation of subsidies to petrol 

	· Participants unanimously agreed to the chart that shows how the subsidy is presently being allocated and it further confirms their belief that subsidy was more beneficial to the rich than the poor. Nonetheless, the removal of subsidy was kicked against by most of the participants who suggested that the government should seek other ways to generate income. Taxation was suggested as one of the ways government can generate income and this was skewed more to the wealthy people who have acquired so much properties but do not pay any form of tax on these properties.
· There were mixed reactions over the way subsidy should be distributed across board. 5 of the participants did not completely agree with the assumption that reallocation of subsidy will bring about fairness and equity in the allocation of resources which will impact positively on the poor.  Rather it was suggested that the spring board which will take the many of the people at the lowest ebb to a mid-level point be provided. Capacity building and development and the provision of basic social amenities and infrastructures which will bring forth opportunities and employment proffered as some of the solutions that will help bridge the gap between the rich and the poor while they clearly advocated for subsidy removal once this feat is accomplished. 
Whether subsidy or not, their buying capacity is still constant, for me, the only way to alleviate the guy in number 1 is to first create a leveled playing ground for all of them by knocking off the subsidy, if that is done, automatically I know I am in for something, I want to adjust my consumption, and for the government role to come in proper I think what is meant for that subsidy and go to where number 1 is, try to see the kind of structures I can raise that will enable number 1 to spring up and start margining up with number 5, and then I try to look at it from various perspective, the guy in number 1 I know doesn’t have a good facility, he has the energy but no platform to spring him up, and I try to look at various means that I know when certain things are put in place, he will go, no man will wake up tomorrow and tell you he has 3billion in his account without going through troubles, without have a lot of drawing table to work with, certainly when you look at the criteria of some of these rich people

	Quantitative table of respondents’ allocation of subsidies to petrol 





	· The rest of the participants had a different view and advocated for a system which encourages a voluntary declaration of assets by the rich. Some kind of benefits which will encourage transparency, accountability and willingness on the part of the rich to be honest in their asset declaration was also suggested. Giving a tax holiday or tax rebate was suggested as some incentives which can be introduced to those who comply with the directive. To this intent, the subsidy allocation was in favor of the poor in the table presented. 
  I would buy the idea of tax, then you will see a rich man owning 8 cars in his  compound cutting himself down off the cars
	Quintile
	Number of cards they allocate

	1 Poorest
	17

	2
	14

	3
	11

	4
	5

	5 Richest
	3

	TOTAL
	50













· There was consensus in the way the subsidy is allocated and they posit that model will go a long way in addressing poverty and move a good number of poor people to become average. 


	                                                         RELATIVE SIZE OF SUBSIDY

	Perception allocation of expenditure across different uses
	·  There was a total rejection by all participants in the allocation of budget to the various ministries under review. The distribution was alleged to be lopsided, selfish and highly enriching the powerful and influential people in the society. Reference was made to the ministry of defense and interior both of which have huge budget allocation. The motive was regarded as self serving and beneficial only to the powerful, rich and influential people who enjoy the privilege of having the security personnel protect them and their families as well as their properties. Although the budgets for infrastructure, power and housing as well as education were observed to be high, the dividends have   not been felt by the common man. Participants criticized the government for downplaying the health and agricultural ministries by allocating low budgets to them. While it is largely believed that the agricultural ministry has started experiencing revamp, it was not so for the health ministry which is observed to be in a state of comatose. The lack of political will and commitment by successive administration in addressing the health situation over the years is believed to have brought the ministry to a total collapse. Similarly, the assumption that those in authority and influence do not patronize the public hospital neither does their family’s further buttress this view. 
There will be problem in the country if this is how it should be, so there are problem already so                                            they need to reduce and increase some 
· From the way the budget was allocated, many of the participants were convinced that the government was never sincere in carrying out programs that will impact the lives of the ordinary people positively. Through their gut feel, they believe that the government is spending so much on interior, defense, infrastructure and education. While few of the participants agreed that these ministries are in dire need of government intervention, very little progress  were said to have been recorded since the inception of the present administration  Most of the participants believed that government was investing in the interior and defense ministry basically to secure their interest and hound down their detractors.    The renewed recent killings in the north central states were believed to be politically motivated especially as no one person has been brought to the books. Both infrastructure and education ministries were equally believed to be experiencing very little progress when compared to the budget allocation.  
· Everyone agreed that the size of the subsidy from the budget allocation was high and could be within the range of 18 – 20 % of the budget assuming the total budget estimate was N100 billion.   The amount allocated to subsidy would be almost N200 million annually. This figure was seen to be outrageous and wasteful particularly because the essence of the subsidy has mostly been beneficial to those in the upper class. Looking at subsidy allocation side by side with health and education, most of the participants agreed that subsidy and education ministry will likely have the same allocation but in comparison to health, subsidy is far greater.    


	Perception about actual allocation of expenditure across different uses 
	· Attempts at reallocating the budget for the different ministries by the participants were put forward and 3 different suggestions were put forward. 4 out 9 persons were in favor of health and agriculture having the largest budget allocation closely followed by education and infrastructure in the 3rd place. 3 out of 9 persons were agriculture, power and infrastructure and education ministries in that order to benefit the most from the allocation while a 3rd group suggested health, education and agriculture ministries in that order as ministries that should benefit the most for the subsidy.
· The ministry of defense was alleged to be over bloated and seen to be a duplicate of the interior ministry. Some of the participants argued in favor of the interior ministry as the one that should get a higher budget allocation because the security challenges confronting the country are mostly internal issues. Generally, fuel subsidy was allocated the least across board.
· Participants further reasoned together and reached a consensus in the way the budget should be allocated to the different ministries. This is captured in the table.
	Ministry
	Existing allocation of cards
	Their preferred allocation of cards

	Interior
	9
	5

	Education
	9
	6

	Defence
	8
	5

	Health
	5
	10

	Agriculture
	3
	10

	Power, Housing and Infrastructure
	9
	9

	Fuel Subsidy
	7
	5

	TOTAL
	50
	50



· In their view, this allocation is believed to be more realistic and reflect sincerity and commitment. The politics will have a sincere and credible government that should adopt at developing the nation and her people.










	IMPACT OF THE 2016 PRICE INCREASE

	Impact of the 2016 price increase and how respondent coped








	· Participants bemoaned their plight over the increase of petrol price in 2016. Virtually all facets of their human endeavors were said to be negatively affected by this sharp increase.  Grossly affected according to the majority are hike in transportation/movement of goods and services, feeding and accommodation while salaries and wages   remained the same. The cost of living became astronomically high and thereby impacted negatively on peoples’ lifestyle. Most organizations were said to also embark on downsizing of her employees as they could no longer afford to pay workers salaries.   

· Those who were affected by the downsizing said they had to look for other ways of generating income and the immediate solution for them was to start a small business of theirs.
Commodities were affected because there was inflation in price Cost of living was affected affected me, I didn’t go to the office for a week, and they sacked me, there was no vehicle to go to work

Unavailability of products like food, whenever the food is finished form their stores, they may not have the time to go to the market to restore, they will want to sell the old stock at the new price in the market

The worst part is that salaries are not increased

There was problem for tenants because landlord increased tenant rent

	FIXING THE REFINERIES

	Reasons why fixing the Nigerian refineries has not worked so far
	·  The inability to get the refineries to function optimally has been attributed to the failure of several administrations including the present one to tackle the issue of corruption in the sector. Many of the participants agreed that corruption is the bane behind the malady the refineries are experiencing. Furthermost, it was alleged that both the present and past governments lacked the will to fix the refineries. They described the project of fixing the refineries as a white elephant project and thus used by the relevant authority to cleverly siphon public funds only for the project to be revisited by the next administration.
· Few of the participants were also of the opinion that the refineries may have become moribund and irreparable since it had been constructed several decades ago and the authorities concerned are aware but unduly taking advantage of the situation to exploit to extort public funds for their own personal aggrandizement.
They will tell us they allocated 50billion for the refineries to work, and at the end they will spend 1billion in truth and the remaining 49bilion is theirs, so what they declare to us is not real, so I think we should privatize because obviously government parastatal is not working in Nigeria
· Also the illegal reward system of party faithful and loyalists put in place by the various political parties through appointments and nomination by  the leading party when they rise to power have made the ruling party to turn blind eye to erring officer who are accused of defrauding  the government . Similarly, the inability to recruit the right manpower with the technical know-how has in no small way contributed largely to the deteriorating state of the refineries. 3 of the participants strongly criticized the political appointments of the government whereby appointment is not based on one’s technical competence rather on personal sentiments and interest. This scenario in their view breeds unnecessary bureaucratic bottleneck and ultimately paralyzed activities in the ministry concerned.

	What the government need to do to get the refineries working at full capacity
	· All the participants admitted that the privatization of the nations’ refineries will be the lasting solution to the problem bedeviling the refineries.  Just as the administration of president Obasanjo found the courage and will power to privatize the telecoms industry, same approach was suggested to be adopted in bringing a lasting solution to the perennial issue affecting the refineries.
· On the other hand, 5 out of 9 participants were optimistic that the refineries would work again if government shows genuine interest and commitment towards it. They disparaged the action of the government with regards to fuel importation and suggest that all 4 refineries be repaired in order to encourage local refinery of the crude and thereby channel subsidy money to other areas particularly health and infrastructures .  
· The government’s effort at regulating price of petrol was also discussed. While the consensus view is that the government should not relinquish this responsibility so that a larger percentage of the population can benefit from the product, it was gathered that this directive seemed to be unfavorable to the marketers who are unable to manipulate the price to suit their selfish purpose. Few of the participants rejected this opinion as they claimed to be aware of the actual cost and sales price the petroleum corporation gives out the product to the marketers. In their opinion, one of the ways of ensuring that the marketers interest is adequately protected is to have workable structures that is hinged on fairness and equity to all stakeholders   
·  However, the approved price of N145 a liter of petrol was said to be enforced only in major cities across the country while other cities and  remote towns particularly in the Northern states are alleged buy petrol at a higher price beyond what is approved. 

· The role played by the cabal in ensuring that the refineries don’t work was also mentioned by 2 participants with virtually every one alluding to that fact.  It is believed that they benefit immensely from the subsidy such that it will become unprofitable if the refineries were to be fixed.

	GOVERNMENT POLICY ON SUBSIDIES

	Likely impact of increase in fuel price from N145 to N180



	· Research findings revealed that participants are not ready for another increase in the price of fuel in 2019. Majority of them recalled their past experience feeling sad and will not want a repeat occurrence in the coming year.
· Nevertheless, if this stance is followed through, all said it will have very grave consequence on livelihood and the effect will be appalling especially if nothing is done to mitigate the suffering. 
· For many, it will be extremely difficult to save part of their income anymore because of the inflationary trend that will set in. 
· There will be lot of trade – off and only items considered essential will be bought

	How respondents would adjust to the increase in price

	· Some of them acknowledge that they will change their children’s’ school to a cheaper one.
· Few of the males say they will consider relocating to another state to cope with the cost of living.
· As part of adjustment, participants will be willing to take on more opportunities to get multiple sources of income if they find any.
· They are also willing to cut down on spending on personal care like clothing, shoes and entertainment.

	Perception about how the fuel price increase be done (one big increase or by a series of gradual increase, if gradual, over what period)
	· Whilst this purported increase is not desired, if it eventually happens, majority in the group will want it introduced once so they can get used to it quickly and move on.2 of the participants suggested a gradual increase and over a period of 18 months. 


	Perception about the government compensating people who are badly affected by the price rise
	· Adequate compensation for both poor and rich was suggested to cushion the burden this increase will bring on all. Various relief packages that will suit the different target groups were recommended. For the rich, it was suggested by some of the participants that they can be given tax rebate if they are diligent in payment of their taxes while the poor can be given some soft loans to start a small business.


	Best ways the government can compensate people who are badly affected by the price rise.
	· Construction of well furnished health care centers/modern hospital for better health delivery
· The construction of schools for indigent children so they can also have access to education without charge.
· Provision of employment opportunities through different empowering programs
· Emphasis was placed on those people in the rural places for more assistance as 4 of the people say that they are oftentimes sidetracked when it comes to benefitting from government gestures in the aspect of job /empowerment opportunities.  
· A list of programs ranging from cash assistance, affordable healthcare facilities, subsidies to farmers, capital for small businesses and affordable education to all were suggested however, the focal point nonetheless  should be affordable healthcare, subsidies to farmers and cash assistance to the poor if this is possible. 
· Majority opined that it should be for the poor

	How government could increase trust from people
	· Even though participants expect government to provide this assistance, they were very much in doubt of the sincerity of the government in fulfilling promises.  They criticized most leaders in position of authority who have used their position to amass wealth rather than improve the lives of the people they are representing.  They would rather wait and see result before they can believe in the many promises made by  government

	Influential figures respondents trust most




	· Fortunately, some notable men and women have earned respect and regard from some of the participants through their commitment and service to the populace. Notable personalities like Governor Ambode of Lagos, Alhaji Dangote, Mallam El Rufai, Godswill Akpabio, Donald Duke Chief Bola Tinubu and Babatunde Fashola were eulogized for their contributions to societal growth and development 

	[bookmark: _GoBack]CONCLUSION
	· In conclusion, when the issue of subsidy was revisited on the condition that if the above listed programs are provided, how disposed will participants feel to let the government take off the fuel subsidy, everyone felt reluctant about the idea and expressed their disapproval.  The consensus is that the government does not live up to its promises therefore cannot be trusted to deliver on these programs. 
· On the whole, participants suggested that government should play her role by making available the basic social amenities before withdrawing petrol subsidy.  The amount spent on subsidy many said should not be used as an excuse for the failure to discharge the basic necessities due to the common man.
· In comparison to the embezzled funds by looters in the past administration, majority agreed that money  allocated to fuel subsidy is far less than what has been carted away from the national treasury. It was therefore suggested that stolen funds kept in foreign accounts be repatriated back home and used to stir the economy in the right part and it is only when visible results are beginning to be seen and the life of the common man is being transformed can the government consider removing subsidy on fuel.  








