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Abstract:

Petroleum has transformed Nigeria from the diversified, agro-based economy that it was in the 1960s to the mono-resource petroleum economy it has become since the 1970s.  However, the oil and gas industry has not generated the type of effects necessary to facilitate sustainable socioeconomic development and industrial growth. The oil legacy has also imposed significant costs to the national economy in Nigeria through petroleum and energy price distortions, fraudulent practices, inefficiencies, and fiscal instability. Thus, the inevitability to restructure the petroleum industry in Nigeria is obvious in order to correct this aberration.  
Restructuring the oil and gas industry in Nigeria anchors on separating oil and gas sector institutions into three distinct and functionally independent category — a directorate for policy making, an agency for regulation and supervision, and an authority for petroleum product and pricing management.  The industry reform also has to attempt to revamp the nations petroleum revenue systems with new fiscal instruments designed to energize the petroleum sector, to create linkages with the other sector of the economy, and to close the leakages in the system that oil money brings into the eoconomy.  Certainly the reform must have effective fiscal instruments and terms that would enhance government access to gross revenue significantly, but with a general awareness those fiscal incentives to improve company access to gross revenue are also necessary to maximize shareholders’ value. 
This paper puts in perspective the governing structure, fiscal regimes, transparency, and accountability issues underlying the management of oil and gas resources in federal system using Nigeria as a case study. The paper articulates the consequences of lack of transparency and accountability in petroleum resource management generally with specific reference Nigeria. The paper reviews the concepts of intra-tier revenue allocation formula and articulates reasons to put more emphasis on conditional grants in order to promote accountability and good governance. Sound fiscal policy framework for managing the nation’s mineral wealth is put forth for debate including budget rule, excess oil savings and mandated infrastructural dedicated spending among others. Perhaps the paper could provide framework for the emerging oil and gas producing countries in Africa embrace policies that could minimize the effects of “resource course” phenomenon.
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