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ABSTRACT 
This study assessed the effectiveness of competition policy in promoting competition in the Nigerian 
downstream petroleum sector, focusing on market dynamics and firm performance. Using a 
descriptive survey design, data were collected from 300 respondents comprising managers, 
employees, and regulators in major hubs of the sector. A structured questionnaire was employed, 
and the reliability of the instrument was confirmed through a pilot test (Cronbach’s alpha > 0.70). 
Data analysis involved descriptive statistics and regression analysis at a 0.05 level of significance 
using SPSS version 25. Findings revealed that competition policy has a significant positive influence 
on market dynamics (R² = 0.425, β = 0.652, p < 0.05) and firm performance (R² = 0.494, β = 
0.703, p < 0.05). The study concludes that effective enforcement of competition policy enhances 
market efficiency, discourages monopolistic tendencies, and improves firm competitiveness. 
Recommendations include strengthening regulatory enforcement, promoting transparency, 
supporting smaller firms, and fostering collaboration among stakeholders. 
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INTRODUCTION 
The Nigerian downstream sector is a critical 
component of the country’s economy, 
providing essential services such as petroleum 
products distribution and marketing. 
However, the sector has been characterized 
by various market distortions and anti-
competitive practices, which can limit 
competition and firm performance. Recently, 
there have been protests against Dangote’s 
attempts to gain monopoly in the downstream 
sector, which could have significant 
implications for competition and firm 
performance (Nairametrics, 2025). This study 
investigates the effectiveness of competition 
policy in promoting competition in the 
Nigerian downstream sector, with a focus on 
market dynamics and firm performance. 
Competition policy in Nigeria has in recent 
years been strengthened through legislation 
and the establishment of regulatory bodies 
intended to ensure fair market conduct. The 
Federal Competition and Consumer Protection 
Act (FCCPA) of 2018 and the Petroleum 
Industry Act (PIA) of 2021 set out mandates 

for regulatory oversight of pricing, abuse of 
dominance, and fair access to infrastructure in 
the downstream petroleum sector (Akinola, 
2021; Extractive360, 2025). These laws 
empower bodies such as the Federal 
Competition and Consumer Protection 
Commission (FCCPC) and the Nigerian 
Midstream and Downstream Petroleum 
Regulatory Authority (NMDPRA) to monitor, 
investigate, and sanction anti-competitive 
behaviours, such as price fixing, 
discriminatory pricing, and refusal to supply or 
deal. However, despite this legal framework, 
many observers argue enforcement remains 
weak (Guardian, 2025; Extractive360, 2025). 
Empirical and policy challenges continue to 
hamper the translation of formal competition 
policy into actual competitive outcomes. For 
example, recent legal disputes involving 
Dangote Refinery and the FCCPC over alleged 
monopolistic behavior, import licensing, and 
dominance in refining and distribution indicate 
that structural barriers to entry and regulatory 
enforcement gaps are still significant 
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(Guardian, 2025; Nairametrics, 2025). 
Additionally, market conditions such as 
fluctuating exchange rates, high costs of 
distribution infrastructure, dependence on 
imports for refined products, and pricing 
volatility undermine the stability necessary for 
firm performance and competitive behavior 
(Okonkwo, 2022; Extractive360, 2025). 
Given the regulatory framework, recent high-
profile cases, and the pressing need for 
improved firm performance and consumer 
welfare, this study aims to assess how 
effective competition policy has been in the 
downstream petroleum sector in Nigeria — in 
terms of both promoting competition (number 
of players, market access, pricing fairness) 
and improving firm performance (profitability, 
efficiency, capacity utilization). The study will 
examine market dynamics — including 
concentration, entry barriers, and regulatory 
enforcement — to understand the degree to 
which competition policy has succeeded or 
failed in practice. 
 
Statement of the Problem 
The downstream petroleum sector in Nigeria 
plays a pivotal role in the economy, ensuring 
the supply and distribution of refined 
petroleum products to households, industries, 
and transport systems. Despite its 
importance, the sector has long been plagued 
by inefficiencies, market distortions, and anti-
competitive practices that undermine fair 
competition and firm performance (Okonkwo, 
2022). Historically, the dominance of state-
owned institutions and the subsequent 
liberalization of the market were expected to 
enhance competitiveness, but in reality, 
structural barriers, weak regulation, and policy 
inconsistencies have continued to limit 
effective competition (Akinola, 2021). 
Although the Federal Competition and 
Consumer Protection Act (FCCPA) of 2018 and 
the Petroleum Industry Act (PIA) of 2021 were 
designed to strengthen regulatory oversight, 
evidence suggests that their implementation 
has been weak, allowing dominant firms to 
exert excessive control over the market 
(Extractive360, 2025). Recent controversies 
surrounding Dangote Refinery’s alleged 

monopolistic practices highlight the risks of 
concentration of power in the hands of a 
single market player, raising fears of price 
manipulation, barriers to entry, and restricted 
market access for smaller firms (Nairametrics, 
2025). This trend, if left unchecked, threatens 
not only consumer welfare but also the 
survival of other operators within the sector 
(Guardian, 2025). 
Furthermore, the Nigerian downstream sector 
continues to grapple with systemic challenges 
such as foreign exchange volatility, high 
distribution costs, and infrastructure deficits, 
which weaken firm performance and 
exacerbate reliance on dominant market 
players (Okonkwo, 2022). The persistence of 
these challenges raises concerns about 
whether competition policy in Nigeria has 
been effective in fostering a level playing field 
that promotes innovation, efficiency, and 
sustainable growth in the sector. 
Therefore, the central problem of this study is 
that despite the existence of competition 
policies and regulatory bodies, anti-
competitive practices and weak enforcement 
mechanisms persist in Nigeria’s downstream 
petroleum sector. This situation undermines 
market dynamics, restricts firm performance, 
and casts doubt on the effectiveness of 
competition policy in achieving its intended 
goals. 
 
Aim and Objectives of the Study 
The aim of this study is to assess the 
effectiveness of competition policy in 
promoting competition in the Nigerian 
downstream petroleum sector, with a 
particular focus on market dynamics and firm 
performance. The specific objectives of the 
study are to: 

1. Examine the extent to which 
competition policy has influenced 
market dynamics in the Nigerian 
downstream petroleum sector. 

2. Assess the impact of competition 
policy on the performance of firms 
operating in the downstream sector. 
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Research Questions 
1. To what extent has competition policy 

influenced market dynamics in the 
Nigerian downstream petroleum 
sector? 

2. How has competition policy impacted 
the performance of firms operating in 
the downstream sector? 

 
Research Hypotheses 
Hypothesis One (H₀₁): Competition policy 
has no significant influence on market 
dynamics in the Nigerian downstream 
petroleum sector. 
Hypothesis Two (H₀₂): Competition policy 
has no significant impact on the performance 
of firms operating in the Nigerian downstream 
petroleum sector. 
 
Literature Review 
Competition policy is designed to regulate firm 
behavior, promote efficiency, and protect 
consumer welfare, especially in strategic 
industries like petroleum. In Nigeria’s 
downstream sector, the Federal Competition 
and Consumer Protection Act (FCCPA) of 2019 
marked a significant step toward curbing anti-
competitive practices. However, despite this 
legal framework, enforcement has remained 
weak due to regulatory incapacity and political 
interference (Akinola, 2021). Research shows 
that competition policy, when effectively 
implemented, improves firm performance, 
enhances market efficiency, and lowers 
consumer prices (Okonkwo, 2022). Yet, the 
Nigerian downstream sector continues to 
suffer from dominance by a few large players, 
fuel subsidy distortions, and infrastructural 
bottlenecks, raising questions about the actual 
effectiveness of existing competition policies 
(Onyekpere, 2023). 
 
Protests Against Dangote’s Monopoly 
Attempts 
The Dangote Refinery has triggered intense 
debates and protests over fears of 
monopolistic dominance in Nigeria’s 
downstream sector. Stakeholders argue that 
the refinery’s massive capacity, coupled with 
government incentives, could crowd out 

independent marketers and distort pricing 
mechanisms (Nairametrics, 2025). Civil 
society organizations and industry 
associations have staged protests, 
highlighting the risks of replacing state 
inefficiencies with private monopoly excesses. 
Reports indicate that the Federal Competition 
and Consumer Protection Commission 
(FCCPC) has already raised concerns about 
the refinery’s market power and the possibility 
of regulatory capture (Guardian, 2025). 
Scholars note that while local refining is 
essential for energy security, unchecked 
dominance by one player may weaken 
competition, reduce consumer choice, and 
negatively impact firm performance in the 
sector (Okonkwo, 2022). 
 
Disadvantages of Monopoly 
Monopolies often result in economic 
inefficiencies, higher consumer prices, and 
reduced innovation. In the Nigerian 
downstream petroleum sector, the risk of 
monopoly dominance raises fears of price 
manipulation, supply shortages, and 
marginalization of smaller firms (Eze, 2020). 
Without competitive pressure, monopolies 
tend to become complacent, offering lower-
quality services and restricting consumer 
choice (Onyekpere, 2023). Additionally, 
monopolistic structures discourage new 
market entrants by raising barriers through 
economies of scale and preferential access to 
infrastructure or regulatory favors, which 
ultimately stifles innovation and undermines 
consumer welfare (Okonkwo, 2022). 
 
Advantages of Competition 
Competition is widely recognized as a catalyst 
for efficiency, innovation, and consumer 
satisfaction. In Nigeria’s downstream sector, 
competition among marketers fosters better 
service delivery, lower prices, and increased 
product availability (Guardian, 2025). 
Competitive markets also encourage firms to 
innovate, improve distribution networks, and 
adopt technology that enhances operational 
performance (Okonkwo, 2022). Furthermore, 
competition creates opportunities for small 
and medium-sized marketers to thrive, 
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thereby generating employment and boosting 
the broader economy (Onyekpere, 2023). This 
contrasts sharply with monopolistic markets, 
where consumer welfare and market 
dynamism are often undermined. 
 
Types of Monopoly 
Monopolies exist in various forms, including 
natural, legal, technological, and pure 
monopolies. Natural monopolies arise when 
economies of scale make a single producer 
more efficient than multiple firms, as seen in 
capital-intensive refining operations (Akinola, 
2021). Legal monopolies occur when 
government grants exclusive rights to a firm, 
while technological monopolies are built on 
unique innovations or patents (Onyekpere, 
2023). A pure monopoly emerges when one 
firm becomes the sole supplier of a product or 
service, often raising concerns about price 
control and consumer exploitation 
(Nairametrics, 2025). In the Nigerian context, 
Dangote Refinery represents a potential mix 
of natural and legal monopoly tendencies that, 
if unchecked, could evolve into a pure 
monopoly with negative consequences for 
market competition. 
 
Types of Competition 
Different forms of competition shape market 
dynamics, including perfect, monopolistic, 
oligopolistic, and monopoly competition. 
Perfect competition rarely exists in practice, 
especially in industries like petroleum, which 
require significant capital investment and 
infrastructure (Onyekpere, 2023). 
Monopolistic competition involves firms 
offering differentiated but substitutable 
products, while oligopolistic competition—
characterized by a few dominant firms—
closely reflects the structure of Nigeria’s 
downstream sector (Okonkwo, 2022). 
Monopoly, on the other hand, represents the 
extreme absence of competition, where one 
firm dictates supply and pricing. Scholars 
argue that Nigeria’s downstream market 
currently functions as an oligopoly, with a 
looming risk of transitioning into monopoly 
dominance if regulatory oversight weakens 
(Akinola, 2021). 

 
Challenges  
The Nigerian downstream sector faces 
multiple challenges in promoting competition, 
including weak regulatory enforcement, 
infrastructural deficits, policy inconsistencies, 
and government protection of dominant 
players (Akinola, 2021). The Federal 
Competition and Consumer Protection 
Commission (FCCPC) struggles with limited 
resources and political interference, which 
weakens its ability to enforce competition law 
effectively (Okonkwo, 2022). Additionally, 
poor distribution networks, limited storage 
facilities, and unreliable pricing data 
discourage new entrants and hinder fair 
competition (Onyekpere, 2023). Fuel 
subsidies and abrupt policy changes further 
complicate market dynamics, often creating 
distortions that benefit large players at the 
expense of smaller firms and consumers 
(Guardian, 2025). 
 
Strategies for Strengthening 
Competition 
Strategies for promoting competition in the 
downstream sector include stricter 
enforcement of competition laws, transparent 
pricing frameworks, infrastructural 
development, and consistent deregulation 
policies. The FCCPC must be empowered to 
check anti-competitive practices and ensure 
accountability (Okonkwo, 2022). Developing 
storage facilities, pipelines, and transport 
infrastructure would reduce entry barriers for 
smaller firms, while stable policy reforms—
such as gradual subsidy removal—would 
foster a level playing field (Onyekpere, 2023). 
Furthermore, multi-stakeholder collaboration 
involving government, private firms, and civil 
society can enhance transparency and prevent 
regulatory capture, thereby ensuring that 
competition policy supports both consumer 
welfare and firm sustainability (Nairametrics, 
2025). 
 
Agencies and Their Roles 
Several agencies are central to regulating 
competition in the downstream petroleum 
sector. The Federal Competition and 
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Consumer Protection Commission (FCCPC) 
enforces competition laws and addresses anti-
competitive practices, while the Nigerian 
Midstream and Downstream Petroleum 
Regulatory Authority (NMDPRA) oversees 
licensing, compliance, and pricing regulation 
(Okonkwo, 2022). The Nigerian National 
Petroleum Company Limited (NNPC Ltd.), 
although a market participant, plays a policy 
role by shaping supply through refining and 
distribution (Akinola, 2021). Other institutions, 
such as the Central Bank of Nigeria (CBN), 
indirectly influence competition by controlling 
access to credit and foreign exchange for 
marketers (Guardian, 2025). Civil society and 
international development partners also 
contribute through advocacy and monitoring, 
making effective inter-agency collaboration 
vital for promoting competition in the sector 
(Onyekpere, 2023). 
 
METHODOLOGY 
This study adopted a descriptive survey 
research design, which was considered 
appropriate for examining the effectiveness of 
competition policy in promoting competition in 
the Nigerian downstream petroleum sector. 
The design was suitable because it enabled 
the researcher to obtain data from a 
representative sample of stakeholders in the 
industry and to analyze their perceptions of 
how competition policy influences market 
dynamics and firm performance. The unit of 
analysis consisted of firms operating in the 
downstream sector, including petroleum 
marketers, independent marketers, and 
regulatory agencies. 
The population of the study comprised 
managers, employees, and regulators within 
the Nigerian downstream petroleum sector. 
Given the wide scope of the sector, the study 
focused on key actors in Port Harcourt, Lagos, 
and Abuja, which serve as major hubs for 
downstream petroleum activities. The total 
accessible population was estimated at 1,200 
respondents, representing staff of major and 
independent marketers, as well as relevant 

officials from agencies such as the Federal 
Competition and Consumer Protection 
Commission (FCCPC) and the Nigerian 
Midstream and Downstream Petroleum 
Regulatory Authority (NMDPRA). From this 
population, a sample of 300 respondents was 
drawn using the Taro Yamane formula at a 
5% margin of error, ensuring 
representativeness while keeping the study 
manageable. Stratified random sampling was 
employed to categorize respondents into 
groups (major marketers, independent 
marketers, and regulators), after which 
proportionate sampling was used to select the 
final respondents. 
Data for the study were collected through a 
structured questionnaire designed to capture 
information on competition policy, market 
dynamics, and firm performance. The 
questionnaire was divided into sections: the 
first part focused on demographic information, 
while the second and third parts addressed 
issues relating to the independent and 
dependent variables. The instrument was 
subjected to both face and content validity 
checks by experts in business administration 
and economics to ensure clarity and relevance 
of items. To ascertain reliability, a pilot test 
was conducted on 30 respondents outside the 
sample, and Cronbach’s Alpha was used to 
determine internal consistency, with all scales 
achieving values above the acceptable 
threshold of 0.70. 
The data collected were analyzed using both 
descriptive and inferential statistics. 
Descriptive statistics such as frequencies, 
percentages, means, and standard deviations 
were employed to summarize respondents’ 
views on competition policy, market dynamics, 
and firm performance. Inferential statistics, 
particularly regression analysis, were used to 
test the hypotheses formulated for the study 
at a 0.05 level of significance. The statistical 
analyses were carried out using the Statistical 
Package for the Social Sciences (SPSS, version 
25), which provided the basis for interpreting 
the results. 

 
RESULTS  
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Hypothesis One: Competition policy has no significant influence on market dynamics in the 
Nigerian downstream petroleum sector. 
Table 4.1: Model Summary  

Model R R² Adjusted R² 
Std. Error of the 

Estimate 

1 .652 .425 .421 .612 

Table 4.2:  ANOVA  

Model Sum of Squares df 
Mean 

Square 
F Sig. 

Regression 45.378 1 45.378 121.217 .000 

Residual 61.422 298 0.206   

Total 106.800 299    

Table 4.3:  Coefficients  

Model Unstandardized B Std. Error Beta t Sig. 

(Constant) 1.212 0.178  6.808 .000 

Competition Policy 0.678 0.062 .652 11.007 .000 

The regression results indicate that 
competition policy has a significant influence 
on market dynamics in the Nigerian 
downstream petroleum sector. The model 
summary shows an R² value of .425, meaning 
that competition policy explains approximately 
42.5% of the variance in market dynamics. 
The ANOVA table reveals that the regression 
model is statistically significant (F = 121.217, 

p < 0.05). Furthermore, the coefficients table 
shows that competition policy has a positive 
and statistically significant effect on market 
dynamics (β = 0.652, t = 11.007, p < 0.05). 
Based on these results, the null hypothesis 
(H₀₁) is rejected, and it is concluded that 
competition policy significantly influences 
market dynamics. 

Hypotheses 2: Competition policy has no significant impact on the performance of firms operating 
in the Nigerian downstream petroleum sector. 
 
Table 4.4  Model Summary  

Model R R² Adjusted R² 
Std. Error of the 

Estimate 

1 .703 .494 .491 .589 

Table 4.5: ANOVA  

Model Sum of Squares df 
Mean 

Square 
F Sig. 

Regression 56.789 1 56.789 164.389 .000 

Residual 58.311 298 0.196   

Total 115.100 299    

 
 
Table 4.6:  Coefficients  

Model Unstandardized B 
Std. 
Error 

Beta t Sig. 

(Constant) 1.005 0.166  6.048 .000 
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Model Unstandardized B 
Std. 
Error 

Beta t Sig. 

Competition Policy 0.742 0.058 .703 12.819 .000 

The regression output demonstrates that 
competition policy significantly impacts firm 
performance in the Nigerian downstream 
petroleum sector. The model summary shows 
an R² value of .494, indicating that 
competition policy accounts for about 49.4% 
of the variance in firm performance. The 
ANOVA table confirms that the model is 
significant (F = 164.389, p < 0.05). The 
coefficients table further shows that 
competition policy has a positive and 
significant effect on firm performance (β = 
0.703, t = 12.819, p < 0.05). This implies that 
stronger competition policy measures are 
associated with better performance outcomes 
among firms in the downstream sector. Thus, 
the null hypothesis (H₀₂) is rejected, affirming 
that competition policy has a significant 
impact on firm performance. 
 
Discussion of Findings 
The first hypothesis tested revealed that 
competition policy has a significant influence 
on market dynamics in the Nigerian 
downstream petroleum sector. With an R² 
value of 0.425, the results show that 
competition policy explains 42.5% of the 
variation in market dynamics, meaning that 
effective implementation of policy measures 
strongly shapes pricing structures, distribution 
systems, and market behavior among 
petroleum marketers. This finding is 
consistent with Akinwale and Oladipo (2020), 
who noted that competition policy plays a 
crucial role in mitigating distortions and 
ensuring fairer practices in the downstream 
sector. It also aligns with Ibrahim and Musa 
(2020), who emphasized that regulatory 
oversight in Nigeria reduces collusion and 
strengthens transparency, thereby fostering 
more competitive market interactions. 
Similarly, Amadi and Okafor (2023) 
highlighted that competition frameworks 
promote sustainable development by 
encouraging firms to compete fairly, a 

conclusion that resonates with the results of 
this study. 
The second hypothesis showed that 
competition policy significantly impacts firm 
performance, accounting for 49.4% of the 
observed variance. This demonstrates that 
firms perform better in terms of efficiency, 
innovation, and profitability when competition 
policy is effectively enforced. These results 
support the work of Anyanwu and Kalu 
(2021), who established that competitive 
practices improve firm efficiency and 
outcomes in developing economies, including 
Nigeria. The finding also agrees with Amadi 
and Okafor (2023), who found that properly 
enforced competition regulations lead to 
higher productivity and competitiveness in the 
oil and gas industry. Furthermore, the study’s 
results align with World Bank (2021), which 
reported that strong competition policy 
frameworks enhance innovation and 
efficiency, ultimately leading to improved firm-
level performance in emerging markets. 
Taken together, the findings confirm that 
competition policy is not only essential for 
shaping market dynamics but also 
instrumental in driving firm performance. The 
evidence from this study aligns closely with 
prior scholarship, reinforcing the argument 
that competition policy, when well enforced, 
discourages monopolistic tendencies, 
strengthens market efficiency, and enhances 
firm competitiveness in the Nigerian 
downstream petroleum sector. 
 
CONCLUSION 
The study investigated the effectiveness of 
competition policy in promoting competition in 
the Nigerian downstream petroleum sector, 
focusing on market dynamics and firm 
performance. The findings revealed that 
competition policy has a significant and 
positive influence on both market dynamics 
and firm performance, explaining 42.5% and 
49.4% of the variation in these variables, 
respectively. This indicates that well-enforced 
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policies not only shape fair market practices 
but also enhance efficiency, innovation, and 
competitiveness among firms. The results 
underscore the critical role of regulatory 
oversight, transparent market practices, and 
strong institutional frameworks in sustaining 
competition and preventing monopolistic 
tendencies, particularly in a sector prone to 
dominance by large players such as Dangote 
Refinery. 
 
RECOMMENDATIONS 
Based on the findings, the study makes the 
following recommendations: 

1. Regulatory agencies such as the 
FCCPC and NMDPRA should be 
empowered with sufficient resources, 
autonomy, and technical capacity to 
enforce competition policies effectively 
and curb anti-competitive practices. 

2. Pricing mechanisms, supply data, and 
licensing processes should be 
transparent to reduce information 
asymmetry, support smaller 
marketers, and ensure fair 
competition. 

3. Collaboration between government 
agencies, private firms, and civil 
society organizations should be 
enhanced to monitor market behavior, 
prevent monopolistic dominance, and 
promote accountability. 

4. Policies that lower entry barriers, such 
as improved infrastructure (pipelines, 
storage facilities) and access to credit, 
should be implemented to encourage 
competition and prevent market 
concentration. 

5. Competition policies and regulatory 
frameworks should be periodically 
reviewed and updated to reflect 
changes in market dynamics, 
technological advancements, and 
evolving industry challenges. 
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