
Message from the President

I
nd am pleased to welcome all our readers to the 2  Edition of 

the NAEE Energy Forum, the official Newsletter of the 

Nigerian Association for Energy Economics. The maiden 
thedition of the Newsletter was presented at the 6  NAEE/IAEE International Conference in 
thLagos Sheraton Hotel, in April, 2013. The 6  Annual Conference attracted over 360 

delegates with over 60 technical papers presented during the Conference. The Association 

also honoured some distinguished Nigerians who have excelled in several aspects of energy 

economics and policy at a well-attended dinner/award night. They include, Professor Wumi 

Iledare, Professor Yinka Omorogbe and Professor Layi Fagbenle. Equally honoured were 

Mr. Reginald Stanley, and Dr. Timothy Okon. Platform Petroleum also received the 

Distinguished Corporate Service Award.

Since the maiden edition, I am pleased to report that several of our members have been 

honoured both at home and abroad.  We are pleased that a Nigerian and a Fellow of the 

NAEE, Professor Wumi Iledare, formally assumed office as the 2014 President of the 

International Association for Energy Economics (IAEE). He became the first African to 

attain that exalted professional office. He had served the IAEE in several capacities before 

his election to the apex post in the IAEE Council. The NAEE wishes him divine wisdom as he 

leads the global organization to higher height.

My immediate predecessor and the First President of the NAEE, Professor Akin 

Iwayemi, also successfully completed a 2-year term as the President of the Nigerian 

Economics Society (NES). His term as President of the NES brought unprecedented level of 

success and national recognition for the Society. Furthermore, one of the NAEE benefactors, 

and a distinguished honorary member of the NAEE, Dr. Emmanuel Egbogah, OON, former 

Special Adviser to the President on Petroleum Matters, was honoured by the Society of 

Petroleum Engineers as a SPE/AIME honorary member.

On the Nigerian energy scene, there have also been some dramatic changes. The 

privatisation of the electricity sector was completed with the handing over of the assets of the 
stformer Power Holding Company of Nigeria (PHCN) to their new private sector owners on 1  

of November, 2013. This is a major milestone by the President Goodluck Jonathan 

administration. With the handling over, the generation and distribution companies are now 

largely in the hands of the private sector, while transmission is under management contract 

with Manitoba Hydro Company of Canada. With the handing over, Nigeria has now entered 

into a new phase in the energy sector reform. Preliminary assessment after the privatization 

is mixed in terms of expected outcomes. However, a number of professionals are optimistic 

of the future of electricity supply in the country, once the regulatory agency remains 

professional and transparent and the federal government remains unwavering in its political 

commitment. 

The downstream petroleum sector remains stable with regular supply of fuels to consumers. 

However, subsidy remains a big challenge to the system. The Petroleum Industry Bill (PIB) 
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is yet to be passed by the National Assembly after several years. The PIB is billed to provide a fundamental 

restructuring to the petroleum sector and align the sector with global best practices. However, stiff 

opposition to the Bill is strong within and outside the National Assembly. Nevertheless, the costs to the 

economy from the delay of the Bill are huge and rising with each passing day. Some International Oil 

Companies (IOCs) are divesting and several mega projects are put on hold. The non-passage of the PIB is 

also threatening continuous flow of gas to the electricity sector. The challenges to the petroleum sector are 

worsened by the rising incidence of oil theft that have assumed frightening dimension in recent years. There 

is an urgent need to stop this hemorrhage. 
thThe NAEE is hosting its 7  Annual International Conference in conjunction with the IAEE between 16 

and 18February 2014 at the Abuja Sheraton Hotel. The theme of the Conference is quite timely. It is “Energy 

Access for Economic Development: Policies, Institutional Framework and Strategic Options.” The 

Conference would be opened by the Honorable Minister of Power, Professor Chinedu Nebo. It will provide 

opportunity for networking among energy professionals in academic, industry and government. About 90 

presentations are expected at the various plenary and technical sessions. 

As usual, the rest of the year is filled up with activities by the IAEE and its several affiliates all over the 
thworld. The 37  IAEE International Conference will hold in June, 2014 in New York City. The Beijing IAEE 

Asian Conference will come up in Beijing, 19-21September,2014.

I wish to end this address by paying growing tribute to the NAEE Secretariat led by Bukola Ayeyo, for 

her hardwork and tremendous contributions to the growth of the Association in the past one year. I also want 

to appreciate the Editors of the NAEE Energy Forum, Dr Balkisu Saidu and her team, for putting this second 

edition together. We hope members of the association and other energy professionals will continue to 

contribute articles to the Newsletter as part of our mandate to enriching the discourse on the energy sector 

development in Nigeria.

Adeola Adenikinju

Mission Statement
The Association is a nationwide nonprofit organization with a 
membership drawn from business, government, the academia and 
other professionals and a mission to advance the understanding and 
application of economics across all facets of energy development and 
use, including theory, business, public policy, and environmental 
consideration.

To this end, the Association:
* Provides a forum for the exchange of ideas, advancement 

and professional experiences in energy economics
* Promotes the development and education of energy 

professionals
* Fosters an improved understanding of energy economics 

and energy related issues by all interested parties; and
* Provides a forum for contribution to national discourse on 

energy policy issues in Nigeria.

NAEE Mission Statement

NAEE Energy Forum - 2nd Edition 

Niger ian 
Association for 
Energy Economics 

www.naee.org.ng

The Nigerian Association for 
Energy Economics NAEE
c/o Professor Adeola Adenikinju
Department of Economics
University of Ibadan, Ibadan
Tel: 08053527260, 08023440018
Email: president@naee.org.ng
af.adenikinju@ui.edu.ng
adeolaadenikinju@yahoo.com

Administrative Officer
Nigerian Association for Energy 
Economics (NAEE)
Email: admin@naee.org.ng

NAEE/IAEE2015
I N T E R N A T I O N A L  C O N F E R E N C E8
th Future Energy Options: 

Assessment, Formulation and 
Implementation 

Theme:

February 23 and 24, 2015, International Conference Centre, 

University of Ibadan, Nigeria

www.naee.org.ng



NAEE Energy Forum - 2nd Edition 

Niger ian 
Association for 
Energy Economics 

www.naee.org.ng

3

Editor’s Note

This is the second edition of the NAEE Energy Forum, the official 
Newsletter of the Nigerian Association for Energy Economics (NAEE)in 
which we have provided articles dealing with diverse issues in the energy 

industry. It comes on the heels of major happenings in the country's energy 
industry: the handover of Power Holding Company of Nigeria (PHCN) Successor 
Companies to their new private owners; the launch of 'Operation Light-up Rural 
Nigeria'; increased petroleum exploration in frontier areas; etc. Expectedly, the 
interest of members riveted around these happenings with articles on electricity 
reform, petroleum policy, shale oil, sustainable energy development, renewable 
energy technologies, gender in relation to energy matters, and a host of other 
intellectually stimulating topics.

In the lead article, Professor Adeola Adenikinju describes some of the factors 
that make electricity vital to the socio-economic transformation of societies and 
points to challenges which ought to be addressed by Nigeria's policymakers in the 
ongoing reform of the electricity supply industry (ESI). Professor Omowumi O. 
Iledare advocates for dynamic, efficient and stable petroleum fiscal regimes, 
especially in developing countries, in order to facilitate optimal hydrocarbon 
resource development and rewards. He outlines some of the popular fiscal 
instruments in operation in the world and addresses some of the concerns of 
investors in respect of these instruments. While attempting to converge the 
divergent interests of host governments and exploration and production 
companies, he stresses the importance of adopting dynamic fiscal regime as a 
strategy for guaranteeing sustainable investment flow. Kanya Williams provides a 
gripping analysis on the outlook of Nigeria's economy vis-à-vis the Shale Oil boom 
in the United States of America (USA). Although the country's fiscal outlook, in 
consideration of the forecasted loss of crude oil revenue, is depressing; the author 
offers policymakers a pragmatic and realistic way out.

The article by Professor Akin Iwayemi, Professor Adeola Adenikinju and Dr 
Chuks Diji examine the core objectives of the global initiative: Sustainable Energy 
for All (SE4ALL), in relation to sustainable energy development. While urging 
policymakers in Nigeria to domesticate the initiative, they explain how such move 
could radically and positively affect the country's fortunes in the many issues and 
challenges being faced by the country's energy sector. Abiodun S. Momodu 
explores the weaknesses of policy formulations in the National Energy System 
(NES) and finds that policies in the NES are not robust and systematic enough to 
propel the system on the path of progressive development. He recommends that 
policies in the NES should be outcomes of rigorous research thereby making them 
empirically measurable in their successes. Temilade Sesan examines the role of 
local users in designing and implementing renewable energy projects, with 
particular reference to a project in rural Kenya designed and implemented with a 
high degree of participation from end users and highlighted elements of 
participatory approach in energy policy that produce best results. Noting how the 
'lived' experiences of people in local communities make them the most authentic 
source of knowledge about their own needs and capabilities, the author advocates 
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for the design and scaling of technology along the line of the requirements of local 
communities.

Patricia Iyore Ajayi shares the results of a study conducted in the South-West 
geo-political zone in Nigeria to ascertain households' domestic energy 
consumption in low income, middle income, and high income groups. The results 
point to an increasing usage of kerosene and fuel wood, which was found to be 
mainly due to the differential between the prices of these types of energy and their 
greener counterparts. Abiodun Edward Adelegan examines the link between 
energy supplies and gender roles in Sub-Saharan Africa and urges policymakers 
to factor in prevailing socio-economic realities in these countries, especially the 
low availability and accessibility of modern energy supply systems, in their 
decision making process. Particularly, the author advocates for the active 
participation of women in decision making process as regards energy issues. 
Bello, Saheed Layiwola enumerates the various aspects of the Subsidy 
Reinvestment and Empowerment Programme (SURE-P), such as the Social 
Safety Net Programmes and Infrastructure Development. He however notes the 
growing sense of disenchantment of some critics of the Programme who posit that 
there is nothing in the programme that cannot be done by the already existing 
ministries, departments and agencies, (MDAs), if proper implementation is 
executed.

Apart from these articles, this edition contains the speech by the eloquent 
thChief Philip C. Asiodu, CON at the 6  NAEE Annual International Conference; 

valuable information on past and up-coming events of the IAEE and NAEE and 
thCitation of Professor Yinka Omorogbe. There is an excerpt of events at the 6  

NAEE Annual International Conference held at the Sheraton Hotel Lagos, 
Nigeria, 22-23 April 2013; information on the 37th IAEE International 
Conference, which will take place in New York City between 15 and 18 June, 
2014; the 4th IAEE Asian Conference, to be held in Beijing, China, 19-21 
September, 2014; and the 14th IAEE European Energy Conference, which will 
hold 28-31 October, 2014 in Rome, Italy.

We wish to thank all the contributors to this edition, members of the editorial 
team, the support staff, and all those who have made invaluable contributions to 
the success of the Newsletter. We look forward to your continued contributions 
and support; and welcome suggestions, views and comments on all aspects of the 
Newsletter. We also welcome articles on any subject of interest to NAEE 
members for publication in forthcoming editions. Articles should be in English 
using the MS Word (1997-2007) format and Times New Roman font style font 
size 12. Text layout should be kept simple, with regular headings, subheadings 
(where appropriate) and paragraphs. Articles should be in the region of 700-1,500 
words; and should include the contributor's name, email address, phone number 
and affiliation. Pictures may be included in a separate file in JPEG format. Our 
contac t  emai l  addresses  are :naeenewsle t te r@gmai l .com and 
balkisaidu@yahoo.co.uk.

We thank you for your patronage!

………………………………
DR BALKISU SAIDU

February, 2014
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he IAEE is a unique organization in many ways. First it is international in its 
governance structure and membership distribution. IAEE currently has over 4,000 Tdirect and affiliate members from over 100 countries, including 26 affiliates 

worldwide. Secondly, membership privilege is available to every professional and graduate 
student interested in the economics of energy and is willing to claim ownership of this unique 
association as a stakeholder. Thirdly, the early leaders of IAEE certainly had a great insight, 
when they changed the name of the Association from International Association of Energy 
Economists to International Association for Energy Economics. Subsequently, at every 
regional and/or international meeting of the IAEE, professionals—engineers, geoscientists, 
economists, lawyers, geographers, scientists—interested in economics of the energy 
industries and energy policy issues and problems come from the industry/business sector, 
academic and government institutions. Let me say, without mincing words, that it is very 
unlikely to find another association on this planet earth with the type of professional diversity 
as in IAEE. 

Thus, it is a great privilege to have been affirmed by election to chair the IAEE council 
this year. It was 28 years ago that I attended my first IAEE conference as a graduate student at 
West Virginia University. So, you can imagine how delightful it is for me as I look forward to 
attending the 2014 IAEE meeting in New York, 29 years later as IAEE President.  I sincerely 
appreciate the opportunity to be your IAEE president and I look forward to expanding IAEE 
membership worldwide into areas where we are yet to be fully entrenched.  The IAEE Council 
members cannot do this alone, your assistance is needed and I would encourage you to work 
with us. Perhaps you can earn membership rewards we have designed to grow IAEE 
membership. We do not want to just grow the individual membership; I want us to work 
together as a team to also grow our institutional membership.  Currently, we have about 30 
institutional members.  Perhaps, we can work together to get another ten, one at a time.  It 
would be my pleasure to present your ideas to the council on how we can continue to 
accomplish this growth agenda through your efforts.

Interestingly, when I was elected as USAEE president in 2008, the energy issue at the 
forefront then was the role of LNG in the U.S. gas market. The United States was then the 
prime destination for many LNG planned projects. Further, the U.S. was also grappling, 
around this time, with its rising oil imports to the tune of about 60% of its total consumption. In 
fact, I remember that in his final state of the union address in June 2008, President George 
Bush challenged America to seek new sources of clean energy and to reduce its dependence on 
oil. It seems to me that America heard him loud and clear and today a new energy landscape 
has indeed emerged in the U.S. Technology and economic incentives have made 
unconventional hydrocarbon resources desirable and accessible despite environmental and 
regulatory challenges and constraints. As a result, the U.S. is now better positioned to attain 
energy self-sufficiency and perhaps, become the leading oil and gas producer worldwide and 
an LNG gas exporter by 2020, ceteris paribus. 

The geopolitical and economic implications of the U.S. becoming an exporter of oil and 
gas, in the not too distant future, will be momentous.  First, is it plausible that if the excess gas 
in the U.S. finds its way to Europe, then the dependence of Europe on Russian gas will be 
reduced significantly? Second, African light oil export to the U.S. is already in jeopardy as a 
result of discounted pricing of light tight oil from shale in the U.S., so would this affect OPEC 
significantly in terms of its output strategy?  Third, because of gas abundance in the U.S., coal 
export prices have fallen and become attractive in European markets. Fourth, if gas exports 
from the U.S. to Europe leads to lower gas prices, would the clamor for subsidy incentives for 
renewable energy be significantly affected? Finally, how realistic is the projection that the 
U.S. because of shale oil production will become the top oil producer worldwide given the 
constraint underlying shale oil and gas development including environmental challenges, 
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cost of development and producible reserves uncertainty?
Well, as I mentioned earlier, here lies the uniqueness of our IAEE. The organization is fashioned to 

provide a thorough analysis of the issues the new energy landscape brings with it. In fact, the Opening Plenary 
thSession of the 37  IAEE International Conference in New York on June 16, 2014 has been fashioned to 

facilitate good understanding of the international implications of U.S. reemergence as a key global energy 
producer. There are 9 other plenary sessions, (please visit http://www.usaee.org/usaee2014/program.aspx to 
view the full program), particularly for IAEE members from business and government institutions and our 
institutional members during the conference. There is a panel on energy and the economy constituted to 
address energy prices and energy security implications of the emergence of unconventional hydrocarbons in 
the U.S.  The panel on renewable, power prices and grid integration will address technical, regulatory, 
economic, and business model for the power sector. The panel on oil and gas reserves valuation and financing 
will address the role of uncertainty which underlies some of the challenges involved in shale development.  
The fourth and final panel deals with international lessons and perspectives on climate change and carbon 
policies. For our academia and other energy professionals interested in presenting papers on the emerging 
energy issues, we have prepared to offer 60 concurrent sessions with a plan to accept a minimum of 300 papers 
for presentation.  The deadline to submit your abstract is January 10, 2014. Please join us in New York. You 
will enjoy listening to our experts, invited guest speakers and our energy professionals as they offer their 
perspectives on these contemporary energy economics and policy issues. The conference website is located at 
http://www.usaee.org/usaee2014.

Let me also bring to your attention the other IAEE endorsed or sponsored conferences in 2014. As fate 
thwould have it, my first assignment as IAEE president in 2014 is to attend the 7  NAEE/IAEE International 

conference in Abuja, Nigeria on February 17-18. The theme of the conference is Energy Access and 
thSustainable Economic Development Options for Africa. Our 4  IAEE Asian conference will be held in 

Beijing, China on September 19-21, 2014. The theme of the conference is Economic Growth and Energy 
thSecurity: Competition and Cooperation. Finally, the 14  IAEE European conference is slated to be held on 

October 28-31 in Rome, Italy.  The theme of the conference is Sustainable Energy Strategies for Europe. In 
thfact the planning for the 38 IAEE International Conference in Antalya, Turkey on May 24-27, 2015 is in full 

gear. Please visit www.IAEE.org for more information on these conferences.
The IAEE council is on course to maintain IAEE's quest for excellence advocated brilliantly by David 

Newbery in 2013, Lars Bergman in 2012, and Mine Yucel in 2011. I must also mention Einar Hope in 2010 and 
all the past IAEE presidents before him. It has been a pleasure working with these fine men and woman of 
integrity when I was IAEE Vice President of Finance and later as President Elect.  I eagerly look forward to 
working closely with them as President in 2014.  Let me quickly affirm my confidence in every member of the 
2014 IAEE council but permit to acknowledge in particular our energetic VP for Conferences, Gürkan 
Kumbaroglu and our estimable 2014 President-Elect, Peter Hartley. I must also commend David Williams, Sr. 
and David Williams, Jr. for their tenacity in the management of IAEE.  The state of our Association is buoyant 
because of the efforts of these great men and their staff. The IAEE Energy Journal remains the best in the 
business and so is the emerging IAEE Energy Economics and Environment Policy Journal. The Editorial staff 
of our journals must be commended for the excellent work they are doing and of course we cherish our IAEE 
authors as well.

Finally, for everything that has a beginning, there certainly must be an end.  For twenty-one years I have 
been fortunate to work at LSU Center for Energy Studies. The Center supported my activities in the USAEE 
and IAEE for those years effortlessly.  The Center graciously provided funding for my travels to nearly all 
IAEE/USAEE conferences since1992. Without hesitation, LSU Center for Energy Studies became an 
institutional member. My sincere appreciation goes to Dr. Allan Pulsipher, the Executive Director, and his 
staff. It is, thus, with mixed feelings that I announced to my IAEE professional colleagues my retirement from 
LSU effective Jan 3, 2014. I have accepted a position to direct an energy institute for petroleum and energy 
economics, policy and strategic studies in Nigeria.

I am looking forward to seeing you at all IAEE conferences in 2014.

Happy New Year

WUMI ILEDARE, PhD, FNAEE, 
2014 IAEE President
Chirota & Emmanuel Egbogah Distinguished Professor
Director, Emerald Energy Institute, UNIPORT, Nigeria.
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Electricity Reforms in Nigeria: Challenges 

and Policy Options 

Adeola Adenikinju, Ph.D*

*Professor of Economics, 
University of Ibadan, Ibadan, 
Nigeria 

and 

Director, Centre for Petroleum, 
Energy Economics and Law 
(CPEEL), 
University of Ibadan, Ibadan, 
Nigeria. 
Email: 
adeolaadenikinju@yahoo.com;
adenikinjuadeola@gmail.com
af.adenikinju@ui.edu.ng  
Phone: 08023440018

Introduction

Historical Development

The Nigerian electricity sector has undergone important structural changes since its grand 
thentry to Nigeria in the late 19  Century, with the installation of two generating plants in Lagos 

in 1896.  While it is true that electricity came to Nigeria few years after its introduction into 
continental Europe and North America, its subsequent development in the country has 
remained stunted. Even though electricity remains vital to the socio-economic transformation 
of any society, key Performance Indicators (KPI) show that Nigeria is a laggard country with 
respect to the electricity sector development when compared to comparator countries.

The importance of electricity lies in several factors. First, it is both a productive input as 
well as a consumption commodity that enters into the utility function of the consumer directly. 
Second, it facilitates the productivity of other factors of production, in particular, labour and 
capital, and therefore is critical to the production process. Third, it is an enabler of new 
technologies. Fourth, access to electricity is important to the realisation of all the goals 
contained in the MDGs. Access to electricity improves quality of life, impacts on life 
expectancy and the pace at which an economy transforms from low to middle and high income 
levels. These are the reasons why there is a very strong correlation between the index of energy 
consumption and levels of economic development.

Nigeria has invested significant amount of resources on electricity development. 
Investment in electricity constitutes an important component of overall public investment as 
well as the annual national budgets, especially during the years when the nation had active 
National Development Plans (1962-1985). However, its growth over the years has remained 
uneven, and the commitments of successive governments between 1986 and 1999 to “light up” 
the country varied significantly, leading to a yearning gap between electricity production and 
electricity demand. The cumulative impact has been the very low quality and quantity of 
electricity that is available for the economic and social developments of the country. Access to 
electricity in Nigeria is below 50 percent. In addition, the access is inequitable, varying with 
levels of income, and location. The rich and the urban dwellers consume a disproportionate 
share of electricity that is available in the country. 

Successive administrations in Nigeria have contributed to the current status of electricity 
development in Nigeria. The cumulative impacts and the model under which the sector 
operated until 2005 fall below expectations and failed to meet the yearnings of the population. 
In over one hundred years, Nigeria managed to build 2 hydro power plants and 7 thermal plants 
with combined capacity of 7000MW, to serve a population of over 150 million people. 
However, with poor record of maintenance, available capacity in these plants for many years 
was below 50 per cent. Investment across the various segments of electricity supply system – 
generation, transmission and distribution was uneven. In fact, for over a decade, 1989-1999, 
there was hardly any investment in the power sector, leading to the collapse of many of the 
generating units, and sharp drop in the quality and reliability of the transmission and 
distribution infrastructure (Makoju, 2007).

The advent of democracy in 1999, after decades of continuous military rule, brought some 
hope to the sector. The then President Olusegun Obasanjo signed on to power sector reform 
with the establishment of a Committee to draft a new enabling law that was passed in 2003 and 
finally signed into law in 2005 as the Electric Power Sector Reform Act  (EPSRA), 2005. The 
EPSRA was to provide the legislative and institutional frameworks for the transformation of 
the electricity supply industry (ESI) from a vertically integrated, state owned, supply system to 
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an unbundled system that will be run by the private sector. It was to follow the largely successful model of the 
reform of the telecommunication industry in the country.

However, political maneuverings' after the exit of Obasanjo in 2007 led to the suspension of the electric 
sector reform by the Yar'Adua Administration for two years, ostensibly to probe the alleged corruption 
associated with the various contracts awarded under his predecessor for the building of 7 new power plants, 
under the National Integrated Power Plan (NIPP). To most observers the suspension of the projects for two 
years, reverse the progress made in the privatisation process and delayed it by several years at a huge loss to 
the economy. 

The sudden demise of President Yar'Adua, and the elevation of his former Vice President, Dr. Goodluck 
Jonathan, first as the Acting President in 2009 and then as substantive President in 2010, changed the whole 
calculus for those who had canvassed or are favourably dispose to the revision of the electricity sector reform. 
Dr. Jonathan who hailed from the oil and gas rich Niger Delta region where several of the new power plants 
were located was very eager to restart the reform process and garner the goodwill that awaits any President 
that is able to provide relief to a population reeling under the yoke of electricity brownouts and blackouts.

Thus the President launched a new Power Sector Road Map, constituted new organisational structures 
that are fairly independent of the bureaucracy in the Federal Ministry of Power and the Power Holding 
Company of Nigeria (PHCN), the holding company that was set up as a transitional company to midwife the 
sale of the assets of the National Electricity Power Authority (NEPA), the highly unpopular state utility in 
charge of power supply in Nigeria.

The privatisation policy of the administration has been described as quite radical. Although the goalpost was 
shifted several times, the successful completion of the privatisation process and the physical handing over of 

stthe privatised assets to their owners across the country on 1  of November, 2013 has put the country in an 
1.uncharted territory

Proponents of the privatisation have argued that it will generate huge socio-economic benefits to 
Nigerian electricity consumers, including increasing access to electricity, improving efficiency by increasing 
bills' collections, reducing technical and non-technical losses and thus reducing costs of retail business, 
ensuring fair tariffs to all end-users, and improving quality of customer service. They have also argued that 
the reform will ensure transparent and responsible management, limit political interference, eliminate 
government's involvement in utility management, promote private sector participation management and 
technical operations, encourage private investment in generation to address inadequate supply, ensure level 
playing field for all investors and release government funds to finance core activities.

In spite of the assurances to the contrary, there are still several challenges confronting the sector. These 
include institutional and regulatory capabilities, transparency and independence of the various organisations 
established to oversee the new ESI that will emerge post privatisation. Privatisation does not imply absence of 
regulation. It simply implies that the focus of regulation will have to change to ensure that all actors play 
according to the rules; that interests of all economic agents, especially the vulnerable consumers are 
protected, that quality of services are not compromised and that there are no attempts to hijack the normal 
functioning of the economic process through anti-competition practices. This is not a trite issue. Both in the 
telecommunication and airline industries there are claims of regulatory captures and a very weak capacity of 
regulators to enforce rules and protect consumer rights. In other cases, assets of privatised organisations have 
been stripped, canibalised and exported by their new owners in the past. Ariyo and Jerome (2004), in a review of 
performance of privatised companies have found out that there has been weak oversight by the Bureau of Public 
Enterprises post-privatisation and that the performance of some privatised companies actually deteriorated after 
their privatisation. 
Second, electricity supply security remains an important issue even post privatisation. The system needs to be 
optimised in terms of location of new power plants to ensure even distribution across the country as well as 
minimise the cost of location between access to fuel and consumption centres.  Presently, gas is the 
overwhelming preferred source of fuels for electricity supply. Natural gas at present is located in one region of the 
country. This throws out some potential risks in terms of stability of supply.  The present reform has also not 
provided enough incentives for private sector participation in renewable energy and other energy sources to 
diversify the electricity supply base for the country and provide more energy security and access. This will be 
particularly important in the rural areas where grid connections may not be feasible economically or physically.
There is also huge capacity gap that needs to be overcome in the new industry that will evolve. It is difficult to see 
how skill development can keep pace with the expected increase in generation capacity between now and 2020. A 
baseline study of PHCN workforce conducted in 2012 shows that the skill mix in the electricity sector is not 
balanced. Engineers and technologists account for less 8 per cent of the workforce that is dominated by 

2marketers, accountants, drivers and the likes .
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Another critical issue is how to fully and fairly resolve the legacy issue with the staff of the 
former PHCN. Both the government and electricity workers have failed to agree on the amount of 
indebtedness and payment made so far to resolve the claims of former workers of PHCN. On the 

st
eve of the handing over of the PHCN assets to their new owners on the 1  of November 2013, the 
President of the Senior Staff Association of Electricity and Allied Companies (SSAEAC), 
Comrade Bede Opara claimed that all the labour issues have not been settled and that less than half 
of the former employees have been fully settled (Opara, 2013). Government however claimed that 
over N384.06billion has been spent on meeting the emoluments of labour.

There is also the problem of inadequate transmission and distribution Infrastructure. Even if 
all the IPP project developers were to set up power plants, the existing transmission and 
distribution infrastructure, will not able to wheel the quantity of electricity generated. In spite of 
this, the Nigerian Bulk Electricity Trader, on the basis of the current power purchase agreement 
will have to pay the power generating plants (Owan, 2013).

The protection of the consumers, in particular the vulnerable has to be given proper attention 
in the new electricity market. One major outcome of the reform has been the steep increase in 
tariffs established by the NERC under Multi-Year Tariff Order (MYTO) 1 and 2. This has led to 
almost double of electricity tariff between 2005 and 2010, with the government having to pay 
huge subsidy to electricity producers through the NERC. By 2020 according to MYTO 2, 
electricity tariffs would have risen from N6-8/kWh at the onset of reforms in 2005 to N26-
N32/kWh by 2020. The fixed charges are also very high. 

Recent reforms in the Nigerian electricity sector are simply following global trends. The old 
paradigm of government dominance has given way to private sector led energy delivery 
systems. Combination of factors including fiscal pressures, environment consideration, poor 
performance of state owned utilities and the need to attract huge investment, etc, have led to the 
paradigm shift.

Reform of the energy sector has succeeded in some countries, and failed in others. 
Therefore, certain conditions that are precedent to a successful reform must be carefully studied 
and integrated into the reform process: rules of the game must be well defined; credibility of the 
reform process and the regime promoting the reform; stakeholders buy-in;factoring in the 
interests of potential losers; effective legal framework; fast judicial system; effective and 
capable regulator that is transparent, well-trained, well-remunerated and fair in punishing 
infraction; creation of a competitive/contestable market system; presence of a competition 
policy; and innovative policy instruments and institutions. The Clear line of authority among 
energy regulators and institutions is also essential in the success of reform. There must be 
periodic review of the performance of the regulatory agencies, the regulated organisations and 
their impact on welfare of end-users.

On the balance, the Jonathan administration in its short span has provided fillip to 
electricity reforms. The President has demonstrated his commitments and determination to 
break the vicious circle of poor electricity supply on the economy and welfare of Nigerians. He 
has taken important steps. However, the journey ahead is still long and tenuous. If he succeeds, 
his legacy will be preserved for generations. 
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 1According to local media, some 
international electronic media like 
the BBC and the Sky News 
Television claimed that those 
fronting as the buyers of the power 
plants in Nigeria are “actually rent 
seekers and armchair investors 
whose stock in trade is to roam 
around Europe in search of real 
investors with the financial and 
technical capacity to buy up their 
shares of these recently acquired 
national assets sold to them at 
ridiculously cheap price after so 
much public fund were committed 
to upgrade these power plants.” 
The government insisted that the 
quality of the core investors met the 
required technical, managerial and 
financial capacity to deliver on its 
mandate.

 2The National Power Training 
Institute of Nigeria (NAPTIN) 
has trained more than 230 
electricity engineers in 
generation, distribution and 
transmissions. However, much 
more still has to be done.
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