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ABSTRACT 

The research sought to exallline ways hy which the Pipeline and Product 

lvrarketing Company can properly distinct its services from other related 

compantes using marketjng strategies. The present economic climate in the 

country poses a serious challenge to the petroleum sector, ranging from effective 

and prudent management of resources, t'o sLlch development aLLributed to 

economic crisis which have creared keen competilion for better-cust'omized 

services. A research popubrion, sampling procedure and statisl'ical techniques 

were used in analyzing the data. J t was founded that the company applies the 

best marketing strategy in service delivery and also the company operates a 

marketing strateb»' that brings :1bout customer satisfaction by providing certain 

range of services. Presently, the Nigerian petroleum industry is on the process of 

dercgul:ition, pprvrc continues to be a prime mover of petroleulll product sqpply 

anc..1 distribution. 
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CHAPTER ONE 

INTRODUCTION 

Petroleum products was supplied to the Nigeria economy through imports by 

multinationals like, Shell petroleum, British Petroleum among ot hers, prior to the 

commissioning of the old port Harcourt refinery in 1966. Consequently, 

government through the igcrian National Petroleum Corporation took over the 

imponarj()n of the products into the country and st'art"ed the construction of 

refineries, storage facilities amI pipelines to the storage depots, 

The comlTlissioning of the Kaduna refinery enabled the nation to produce base oil 

for manufacturing of motor eng1ne oil" and bitumen for road construction. 

Petroleum products demand in the country before the civil war was mainly for 

opcrating motor vehicle, generating sets, lighting and cooking at homc. bven with 

all this uses, meeting the demand of tllese products did not need to be an issue of 

concern to government. However, by the end of the Nigerian civil war in the late 

70s, demand for petroleum products has outstripped the production capacity of 

the Nigerians only refinery. Tn real term, product consumption took it vertical 

climb from21 , 516 barrel per day in 1970 to 68,:217 barrel in 1975. lVPMC 2002 

"profiles" /\ n in-house publicationl. Consequently on these development, products 

marketing activities became a very big business 11 Nigeria as it embraced the full 

range of petroleum products distribution with the major oll companies and the 

independent marketers in Nigeria, 



1.1 BACKGROUND OF STUDY 

V hen in ]\trarch 1988, thl: Nigl:rian Nation~l Petroleum Coqlorarion was organized 

for the pooped of capitalization and commercialization, one of the subsidiary 

established was the pipeline and product marketing company IPFMq. The 

company is directly responsible for the comparative case with which petroleum 

products arc sourced and distributed to all parts or the country and relatively at a 

uniform price. The pipeline and product marketing company is an outfit that 

enSU1TS among other things, Nigerians should have petroleum products to usc. 

The road to the establishment of the company began with the putLing in place of 

the distributoion pipelines and storage facilities. Government wanted to solve the 

problt.:m created by t hl: rapid growl h in thl: pl:t roleum products demand in 

Nigeria. i\ network of pipdine was built for disb'ibutlon linking t he North and the 

South. I I germinated in1974 by the officials of l\Iinistry of l\ 'lines and Power. The 

IvIinisu'Y was at that time charged with the responsibility of freeing the nation from 

the trauma of petroleum product shortage which the nation was experiencing as a 

reslllt of inadequacy in the existing product distribution infrastruct°Lltes, hoarding 

activities and illegal bunkering. The company was setup with the objective of 

providing excellent customer service by u'ansporting ctude oil to the refineries and 

moving the refined products to the existing and future market. 

The company has the vision to be the dominant supplier of the refined products to 

the domestic and growing export market. The business mission of PPMC is 

however to ensure security of supplying pel rokum product at a low operating cost 

and also market special peb'oleum products competitively in t he domestic and 

int 'rn:nional market. 
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1.2 STATEMENT OF THE PROBLEM 

The prevailing condition in the Nigerian oil sector calls for t he application of 

marketing stratCf,ry. Hence the study will investigate and try to provide answers to 

the fo llowing problems: 

1. To find out why marketing strategy in the Nigerian oil sector has not 

contributed to the achievement of the set goals and objective of PPl\IC. 

2. To determine the causes of inefficiency and ineffectiveness in the 

application of marketing strategy in the oil sector. 

1.3 OBJECTIVES OF STUDY 

This research intends to highlight ways by which the PPl\IC can properly distinct 

its services from other related companies using marketing strategy. 

j \150 to identify the problem hindering ef[ecti\ e application of marketing strategy 

in the igerian oil sector and to pro[er solution. 

The aim is to ensure that marketing department is up-graded to meet the needs of 

the customers adequately. 

1.4 REASRCH QUESTIONS 

i. To what extent is marketing strategy the sole determinant 111 marketing and 

distribution of petroleum products? 

ii. 1 low does marketing stratct-,')' sufficiently help in realizing the objective of the 

company? 
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1.S SCOPE OF STUDY 

The study will cover the basic concept and practice of marketing strategy in the 

'igcrian oil sector. It will be limited to Pipeline and Pwduct i\Iarkcting Company. 

r \ buja officeJ a subsidiary of NNPC. 

1.6 DEFINITION OF TERMS 

PPMC: - Pipeline and product marketing Company charged with the responsibilil:) 
of marketing, distribution, and transporting petroleum products throughout the 
country. 

DEPOTS: - These arc storage centers from where petroleum products arc made 
availahle to the variolls markets. 

P1Pfo',1 J t I~: - These arc cylinders shaped materials laid underground through 
which crude and refined petwleum pt:nducts arc passed 

White rroduct-:-These is the direct refined petroleum product. 

"l\L'\JOR MAIU<ETING COrvIPANH.,S: - This arc the big multinational oil firms 

operating in Nigeria Example; Exxon l'vIobil, 'l'otal-elf-fina etc 

SLR\ ICE STA~nON:-These arc outlet or service point where products arc 

served to customers. 

Tl\Nl,E1Z TRUCKS: - these arc long vehicles used In transporting peb:olcum 

products to various destinations 
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CHAPTER TWO 

LITERATURE REVIEW 

INTRODUCTION 

In this chapter, the project is to review various literature or works publishcd or written on 1 

subject of study. 

REVIEW OF ESSENTIAL VARIABLES IN TI-IE TITLE 

2.1 MEANING OF MARKETING 

Jots of institutions and scholars have defined markeLing in various ways, for the 

puqlose of this write-up there is a necd to put in a gencrally accepted definition. 

Microsoft Encarta(R) (1997) stated "Marketing is a process of identifying, 

anlicipating and satisfying customer requirements for consumer goods and 

services." It wcnt furthcr to stafe that markcLing technique involve little more than 

makin~ potential consumer aware of a product's existence, benefits and getting t to 

the market. 

Charles (1981) argued, ccj\IarkeLing is the creation or and deliverance of a standard 

of living" 

ivlarketing according to Charles involves, 

i- rincling out what consumer want. 

ii- Planning and developing a product or services that satisfies these wants. 

iii - Derennining the best way to price, provide and distribute a product 
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B 'rk )witz (1989) defines marketing as "a set of activities aimed at facilitating 

I " 'xc lange processes . 

I Icnce, the satisfaction of wants and needs involves in exchange process is actually 

!lot marketing activity. Despit'e the differences and emphasis, the role of the 

customer in the successful operation of an enterprise is a key element of marketing 

Rabiu (1992) defines marketing as " the performance of business activities that 

directs the flow of goods and services from the producers to the consumer". 

The definition suggests that wiLh liLtle limit'ation the concept of marketing could be 

profitably applied in the oil industry. 

Nevertheless, the aim o[ these projects not to rest on marketing definitions but to 

delude into the importance of marketing strategy and its application for ' effective 

disposition of goods ancJ services. 

2.2 MARKETING STRATEGY 

The Mar1<eting Strategy spells out the game plan for attaining the business 

objective and to be successful, the company must do a better job than its 

competitors by satisfying targets of customer based on its size and industrial 

position. The company must find the strategy that gives it stTongest possible 

comparative advantage. Objective and Strategy should not be confused. 1\ 

[arketing objective should give management a path or cJirectlon to achieve 

standard goal s.et. \\fhik a Jvfarketing str:ltcb')' tells how or technic]ue to arrive at the 

set goal i.e. plan [or achieving objectives through thc deployment of scarce 

resources in the face of competition. 
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'l'w most important steps in planning marketing strategy are: 

i-Selecting a specific target market 

ii - Designing a market mix that satisfies the needs of those in the market. 

1 ( is important to note that PPi'vIC was established to selve the public and 

therefore is charged with the responsibility of making -available all petroleum 

products to the public at a considerable price. 

2.3 THE NIGERIAN OIL SECTOR 

The igerian economy is largely dependant on its oi.l sector, which account for 

more than 80% of government revenue, with over 95% of total exports and over 

90% of the country's foreign exchange e;unings. Nigerian depel1cknce in crude oil 

s expected to lessen somewhat as the natural gas inclustry develops. 

Undiff (1986) says: "0Iarketing strategy defines the broad principles by which 

business unit expect to achieve its marketing objective in a targeted market. 1t 

consists of basic decisions on total marketing expenditure, mix and allocation". 

Marketing management must decide what level of marker-ing expenditure IS 

necessary to achieve its marketing object-ive. J\lso devices a total marketing budget 

among the various tools in the marketing n1L'{. 

Swirt (1984) defined Marketing T\fix as "the set of I'ools that a firm uses to purse its 

marketing objectives in a targeted market." There arc literally dozens of marketing 

mix tools: 

Rabill (1992) popularized four factor classifications of these tools called the four 
Ps 
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{I- Product 
b- Price 

c- Place 

d- Promotion 

i\hjorities of Nigerian's crude exports were destined for markets in the Unir~d 

Stares and the \'(/estern Europe. In 1999, Nigeria was th~ sixth largest crude 

exporter to the US behind Saudi J\rabia, Mexico, Venczucla, Canada and hag. 

The problem facing Nigeria's upstream o'il sector has been insufficient government 

funding of its joint venlure cOll1mil1nenl.· In 1999, field operator involved in joint 

venture with the Nigerian National Petroleum Corporation ceased exploration and 

field development, because NN PC failed to pay its share capilal. The NNPC owns 

a 60% share in the major onshore and offshore joint venture operation. 

Petroleum is generally defined under Nigerian legislation to consist of both crude 

oil amI gas. Petroleum, li terally "rock oil", is a mineral oil normally a liquid mixture· 

consisting essentially of many . different hydrocarbons occurring naturally and 

having a wide range of colors from yellow to black and characteristic odors. It is 

the raw material from which the following products are obtained: liquefied 

petrol.cum gas (LPG), Premium NIotor Spirit. (PMS), Dual PU1110se Kerosene 

(DPK), which include household kerosene and j\ viation Turbine kerosene (i\TK) 

for jet fuel, Automobile Gas oil (/\G O), lubricating oil, [uel oi l, paraffin wax, and 

bitumen among others. These in essence are what arc commonly called 

"petroleum products". 

The Dcpartme~t of Petroleum Resources has the general responsibly for 

supervising and regularing the Nigerian oil industry, including all operation of 

8 



NPC and its subsidiaries. The specific functions assigned to the Department arc 

as follows: 

a- Administration of government joint venture interest in all aspects of the petro 
industry. 

b- Oil processing policies 
c- Conservation control and inspection of Nigerian oil sect-or. 
d- Development of hydrocarbon indusrry including natural gas, processing, refineries 

petrochemical. 
e- Relating wit h different internat'jonal boelies which includes organization of petro 

exporting nations (OPEC), 1\frican petroleum Producers j\ ssociation (APPA) , 
International Atomic Energy J\ gcn,cy (J\ETJ\). 

The role of government to participate in the Nigerian oil indust'!'y started from the 

Vl'anting in 1962 an option to the Nigerian government to purchase 331/3%of 

e(luit)' share of the i\gip oil company, if and when oil was discovered. 

Hitherto, the role of government maws merely a regulatory one with i~s interest 

limired to the collccr-ion of royalties and other dues offered by oil companies and 

making tudimentary laws to regulate the aCLivities in the oil industry. The process 

of state participation in the oil sect-or stated when it became obvious to 

government that oil was going to be a dominant growth sector providing exchange 

for the bulk revenue and the foreign exchange carner for the country's economic 

development. 

Secondly, by Nigeria becoming in 1971 the 1 1 tit member of Organization of 

petroleum Exporting Countries (OPEC), where state participation had become a 

cardinal implementation by evcry member of the organi:r.ation. To strengthen and 

establish government control and participati () n in the oil industry, therefore the 

l igerian National Oil COl1)() ration (NNOC) \\'as established by degree No. 18 of 

1971. The c011)oration was cmpowcrcd \0 l' ll~;:1gc in prospccting for, mining anJ 
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marketing of petroleum, its product or by- products, constructing and laying of 

pipes for transporting crude oil, natural gas e. t.c. 

1 n order to create a more virile oil agency and ensure better management of human 

ana infrasu'uctural resources available to government, the NNOC and the then 

fini stry of Petroleum Resources were merged by decree No 33 of 1977 to form 

t he I igerian National Petroleum COtvoration. The NNPC has therefore, since 

1977, continued to implement the federal Government policy on petroleum" by 

effect ivc and active control (through participation, interest acquired in the existing 

oil companies and supervision of their operation). \V'ithin its relative history, it has 

g1'()\\ n to become a fully integrated oil company that is now involved in all aspect 

of the oil industry. 

}'-rom a vety centralized st ruct-ure, the NNPC has conLinucu to evolve new 

organizational structures with view to running its business much more 'effective 

and efficiently. Today, the NNPC has six Directorates and eleven subsidiary 

companies of which PPl'vIC is one. 

2.4 PETROLEUM MARKETING IN NIGERIA 

Mobil first introduced petroleum product into the Nigerian market in 1907. Mobil 

imported "sunflower" tuned household kerosene, colour blue and sold mostly in 

the big towns like ] agos, Ibadan, Kano and I ~nugL1 for local consumption. 

In1957, Crude oil from which petroleum products were refined was found in 

comll1ercial quantity. Between 1908 and 1937, most of the white products i.e. 

petrc)l, keroscne, dicsel wcre widel), marketed by multinationals like Shcil, I ':xxon, 

British petroleum etc . Cruclc- oil and petroleum sales bccame so significant to 

Nigerian economy that in 1971, the }"cdera! G overnmcnt decided to active!) 

p:lrticip:lte in the oil business, which lead to the establishment of NNPC and 
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joining OPEC. NNPC, the successor took over supply and distribution of aU 

petroleum products in bulle 

Since 1988, the PPl\fC has been responsible for the purchase of crude oil from the 

l"cclcral Government, transporting of crude oil to the refineries and distribution of 

r -fined prociucts to the over 21 depots. The major marketing companies: (Can Oil, 

Oanclo, Exxon .Mobil, Total-df Fina), control about 60% of the local market and 

with more than 1490 independcnt marketcrs spread all over t-hc country, market 

the products from depots to their retail outlets by trucks. 

}\ccording to PPt/IC (2002), a standard truckload of any of the product is 33,000 

litres. Thcre arc currently four refineries with an installed capacity of 445,000 

barrels in the country. 

1. Port Harcourt refinery 1 established in 1965 

2. Port Harcourt refinery 2 established in 1988 

3. Warti refinery established in 1978 

4_ Kaduna refinery established in 1980 

Product pumping is done in batches in such a manner as to avoid contamination. 

Dcli\'er)' of various product grades into storage dcpots is strictly monitorcd and 

conrroUed [rom contract centers located in Mosimi, \Varri, Kaduna and Port 

f Tarcourt. It is possible to forecast product arrival time in any particular depot 

once (he product leaves the refinery tanks. There arc over 21 depots aU over the 

country connected to refineries except Calabar, which is fed from the sea. ~I here 

:-Ire currelllly ~ver 7800 retail outlets scattered over the country. The major 

marketing Companies initially concentrated in the big town while the independent 

marketing companies arc predominantly in the higher level in Kana, Gusau, 
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Sokoto, Combe and l\1aiduguri areas. For instance, the independent marketing 

companies control over 60% of the market. 

Petroleum products are sold in buLk to .5 major market.ing companies and over 

1490 independent marketing companies. The procedures are that PPi'vlC signs a 

bulk sale contract ",vith a limited liability pct roleum company licensed by the 

department of petroleum resources to store and sell petroleum products. the 

company must own standard retail outlets and must be capable of marketing at 

least 3 products namely, gasoline, kerosene and gas oil. A standard retail outlet 

must meet some marketing, storage and safely requirements such as brge storage 

tanks, at least two pllmps to dispense Pt\lS amI a pllmp each to dispense kerosene 

and gas oil toilet facilities, flre extinguishcrs, pails of sand etc. In the sales contract 

signed, specific quantiri '5 of monthly or yearly sales volume will be stated and the 

depots of loading identified. PPJ\lC advises companies to own its truck to ensure 

prompt loading of products. 

2.5. BUSINESS AND ETl-IICS OF PETROLEUM PRODUCTS MARKETING 
NIGERIA. 

Petroleum products arc derived [rom crude oil, onc of the many mineral resources 

abundant in commercial quantit,), in the country. PPl\'1C (200 I) indicated that thc 

marketing of the product has, over the years undergone various stages of 

devclopmcn t; 

a. Business. 

b. Ethic. 

The business of petroleum products marketing entails product aClluisition, storage, 

dist ribution and sales of pet roleum products to the customers. The overriding 

objective of any business s to make profit through customers satisfaction from 

12 



timely supply of the right quant ity tjUaJily and price of the products. To achieve 

fhis, an array of professionals ranging from engineers, scientist, technologist, 

economist., aCCOLlntants, soci:1l scientist, medical doctors, marine captains, ~~nJ\.ct 

drivers etc arc employed in various facets or the business. 

The ethics of the petroleum marketing in Nigeria can be defined as a professional 

standards, industrial rule and regulations, morality, decency, goodness, honor and 

virtue demanded by the various economy as will as professions thar take part in the 

activities of the industly. 

The main essence of any business is to efficiently produce and deliver high quality 

products to the consumer at reasonable price. To achieve this, there is synergy 

among all patties in the disniiJlltion chain tlntil the proJu·t get to the final 

c()nsumer, the Nigerian public. 

2.6. PARTICIPANTS IN TI-IE OIL INDUSTRY. 

To hetter appreciate the impact of ethics in the realization of steady and 

uninrerruptcd supplies of petroleum products . I tin necessaty to evaluate the roles 

and responsibilities of different participants, so as to bring the standard and 

practices in the industry to a focused and correct perspective. 

i . NNPC 

Refineries: process crude oil into various finished petroleum products. 

ii.PPMC 

\cquires crude· oil for processll1g at the refineries. Distributes and sells the 

petroleum products at its depots to the licensed major and independent marketing 

companles. 

13 



iii. MARKETERS 

Buying and selling petroleum products at their retail outlet~ to the c nsumers. 

1\ {ajor marketers are those that own over 100 outlets each, while independ~nt 

mat+eters own less than 100 outlets each. 

iv. TRANSPORTERS 

1:01: movement of petroleum products from NNPC depots to outlets, tl1e 

marketers supply the services to the transporters. IvIajority of the transporters are 

independent ofNNPC's supervision. 

v. lill] j\ TLERS 

These are persons or group that are employed or dealers of petroleum product on 

behalf of marketer. 

vi. DEPARTMENT 01' PETROLEUtvI RESOURCES (DPR) 

This is an arm of government charged wi th the responsibilit-y for licensing and 

regulating the activities of the companies which process, store, distribute and sell 

petroleum products. 

vii. DEP .. \RTMENT OF WEIGI-nS AND IviEASURE 

A department of the lvlinistry of Industry, it complements the role of DPR in the 

calibration of bulk meters at the retail outlets around rhe country. 

viii Pl '''fROLEUM PRODUCT TASK FORCE 

I ~:stablished in 1984, they were military or para-military personnel charged with the 

security of federal government owned installations, while the shore task force is 

concerned with the activities on tano, the Naval task force patrol the coastal waters 

to che -I- illegal product diversio n and cross boarder smuggling. 

14 



ix. CUSTOM AND EXCISE 

This is a scrvice solely responsible for sccurity of out boarders, by pn.:vcnt-ing and 

chccking smuggling of goods including petrolcum products. 

x. NIGEIUAN PORTS AUTHORITY. . 

Thc), pilot ships, boat and crafts into and out of Nigcrian territorial waters. 

xi. NATrONAL ELI-:'CTR1C PO\XlER AUTl-IOR1TY 

The), supply power to the depots, pump stations Ill1d retail outlets. The inllbility to 

cope with the requirements I:as often hampered fud supply potential nationwide. 

h'om the descriptive note and the responsibilities of various parties, NNPC is at 

lhe beginning of the chain , between them ami the final consumer other group play 

vital roles . Any disruption in t he chain affects t he steady supply of petroleum 

products. 

\Ithough N PC (pPM C) responsibility ends once the retail outlets take the 

delivery. NNPC through PP~'lC continues to ensure that it maintain close liaison 

wilh the stakeholders ii1 the industry. 

2.7. MARKETNG STRATEGY IN NIGERIAN OIL SECTOR 

\s earlier stated, having analyzed the market and cxplored problems and 

opportunities that it offers, a marketer is ready to adopt a strategy by which the 

variolls dements of the marketing mix arc employed to meet established goals. 

i. Product 
ii. Price 

iii . Promotion 
iv.Place 
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i. PRODUCT 

Petroleum product distributed and handled in Nigeria are Premium Motor Spirit 

Wf\lS), Household Kerosene (f IT-IK) , Automobile Gas Oil (AGO), Avi-auon 

Turbine Kerosene (ATK) and liquefied petroleum gas(LPG). These are known as 

"white products". Olher petroleum products distributed by PPI\IC are high and 

low fuel oil and Asphalt. 

Ii. PIUCE. 

The marketing of petroleum products are the sole responsibilit-y of the marketing 

companies, it is profit driven. The pricing structures recognized arc the cost of 

refining, transportation, and other overheads. These influenced remarkably the 

pump price at different selling points. J fence, the prices of pet.roleum products 

varied from place to place. 

PPi\[C (2002) rughlighted the urge to liberalize the control of rhe petroleum down 

stream, the Federal Government introduce an Agency comprising the entire 

stakeholder in the industry in 2002 to peg prices of petroleum products through 

t he establishment of Petroleum product Pricing Regulatory Agency. Prior to this 

agency was a body established to chart a uniform price for the conventional 

products, the body was Petroleum Equalization fund (PEl') in October 1973. This 

was the beginning of t he regulation of products pricing by the 14 ederal 

Government. It is unethical to retail petroleum products above approved and 

r gulated pump prices. 

The continued weakness of the Naira has accounted for a steady disparity in fuel 

prices in Nigeria and thuse of the neighboring countries. Household kerosene is 

heing e~ploitc;d by adulteration, but quality fuel is lifted from the depots 

nationwide with profitccrs contemning them before reaching the retailing outlets. 
16 



Consequently, the objective of providing cheap kerosene at reduced pnce IS 

defected, contributing to kerosene scarcity. 

" 

Furthcnllore, authorized fuel dumps abound into which diverted fuels arc hoarded 

and sold ;t t a higher price. Youths wcrc known to hawk fuel in bottles and 

unautllorized surface tanks, while roadside traders sell engine oil without license. 

\\(Iith the on going deregulation of conventional and unconventional products, 

NNP~ is now concentrating on l"I1 • supply and COtlstt:uctioll of maga-f11ing station 

and LPG depots. Strategy is to ensure price stabilization through consistent and 

continuous supply of petroleum product. 

a. PETROLEUM PRODUCT PRCJNG 

1. Ii\fPORTPARTY 

Before 1979, when about half of the national petroleum product den,!and was 

imported, pricing was import parity based i.e. C r I' or landed cost price at lagos, 

rlus cost of marketing by the different companies including cost of transportation 

to dirferent loca60n. Elements included in pricing are; 

Cost of product per Ton free on board 

a. Insurance cost 
b. Freight per Ton 
c. Ocean loss 
d. Port charges 
e. Profit margin 
f. Landed cost 
g. 'M:lrket margin 
h. Handling charges 
i. Transportation 
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2. DTRECT PROCESSTNG PEE PRICING 

In the eighties when petroleum product are refined 111 the country, the direct 

PI' Kessing fee pricing 

Methods are:-

a. Cost of Tude per barrel plus cost or transportalion to the refinery 

b. Refining cost per barrel 

c. M~lrketing cost- PPMC/Marketing company. 

i- Storage cost 
ii- Transportation - pipeline, sea, and roads 
111- I\Iarkcting margin - marketing overhead 

'1 'ransporta t ion cos t 
Dealer's l11(lrgins. 
IYlarket's margins. 

sing the wcighted average of prices, the cost is distributed a 'cordingly with the 

prime products, gasoline and /\'1'K attracting higher costs than [ud oil and gas oil. 

3. NET 13 CK I\1ETHOD 01' PRICING CRUDE OIL. 

The nctback method of pricing is market determined. Using known market prices 

of product, the realized value of crude is established after discounting the cost 

elements i.e. refining, marketing as weil as reasonable margin. 

4. PRODUCT SUBSIDY 

ntil the introduction of structural adjustment program, leading to the devaluation 

or the 1 'aira in 1986, petroleum product prices were not subsidized. r-Iowever, 

since there were no price adjustment relative ro the level of Naira devaluation over 
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I he years. Product subsidy became phenomenal, tills arose because 70% of cost 

import are dollar based. 

l "or a long time, product pricing in Nigeria has followed this pattern. Based o~ 'the 

guideline given by the federal government" for budget preparation, several product­

pricing scenarios arc worked out and presenred NPC/PPPRA top management 

to the Pederal government. The product-pricing scenario selected by the agency / 

government becomes the product prices" 

5. FULL RECOVERY COST 

I\ll these pricing methods have at one tllne or the other been applied in this 

country. However, in all these methods the exchange rate is a major factor because 

crude oi l and product imported arc traded in US Dollar. \Vhilc products arc sold at· 

h0111e in Naira. As the exchange rate changes the prices of petroleum products 

automatically changes. The refinery yields affect the cost of recovery per "barrel. Tn 

order to continue to be in business, the importance of recovering all cost of 

production cannot be over emphasized. 

iii. PROl\'IOTION 

Today, PPMC is mined along the live of the management culture of total quality 

management culture (TQr-·d). Following directives of the parent company 

coqx)ration _NNPC, in 1993 [or all the business and services lIntt"s in the group to 

embrace total quality management {TQM}. 

I\fost of the business operation carried out by PPl\rIC were now guided by the 

Total quality culture, which seeks to provide goods and services that meet and 

exceed the desire of customer. PPi\IC management and staff are totally comm.itted 

to sarisfying agreed customers requirement at the lower practioblc cost. 
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l\'fost units of PPMC have carried out approved quality management projects on 

most of their processes to ensure that every output from PPMC's operations 

meets the total quality management'. Other promotional toob used by retail o,L!tkts 

;tre advertisement on television ;tnd radio station. 

IV. l\rOD1~S OF DIsrj'lUBUTION. 

One major decision in the logistic system of an organizaLion in that of determing 

which mode of transport to be usc in transporting product from the factory to the 

\\ archollse or rnidcllcman and final consumer. It is there fore necessalY that 

managemen t decides on both the form of transportation to usc and the particular 

earners. 

'J he mode of distributing petroleum products is by rail, sea, and pipeline. 

By rail:-. This involves the use of rail wagons, with the inception of refining in 

igeria, in the sixties and seventies movement of products by rail was significant. 

Both NPC and marketing companies owned wagons operated by the Nigerian 

Railway Corporation for the movement of petroleum products. However, in the 

'ighties, this mode declined, with the NRC el1counLing management problems 

currently, the contribution of this cheap and veritable means of product haulage 

has become insignificant as it accounts for less than 0.001% of petroleum products 

movement nationwide. 

By sca:-. Coastal vessels and barges arc employed to move product from refineries 

to \ ater fcd installations e.g. Nt PC products terminal at aths core Lagos and 

Calabar, marketers facilities at l\ papa, Off shore oil production locations, and 

outlets n the riverine communities. For this mode, barges ranging from 500 to 

),000 .'1 I T and vessels per tank shop of 5,000 to 30,000 1\ 1 IT arc employed. 
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By wad:- Product movement by road s dominant, since this is the only mode of 

transport-arion to over 10,000 retail oudet's dotted all across the counI'ry. The tmck 

sizes range from 6MT to 40111'. 

By pipcline:- Pipeline is specialized means of transporting oil from source to 

refinery and to the depots. Therc s a network of about 5.001 km of pipeline with 

diameters ranging from 6 to 16 pipeline setvices in the most dependable of all 

modes, since there arc few interruptions to cause delivery time variability loss and 

damage to pipelines s row, because liquid and gases arc not subject to damage to 

the same degrec as manufactured goods. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.0. INTRODUCTION 

This chapter consists of different tools used in the collection of data. I-knce, emphasis 
(he instrument used. The research populatjon, sampling procedure and statistical techn l 

were lIsed in analyzing the data. 

3.1. RESEARCH DESIGN 

1"01' the puqlose of this study, the resear her has chos'n surv y method. Because it 

:dJows [or the used of primary and secondary data . Th' sun v)' method has been 

chm 'n because it is more relcv:1nt to the topic under study which enables the 

restarcher to study and give rull analysis of the lbta collected which w1U result in a 

\ aluable suggestions and recommenuations. 

3.2. POPULATION AND SAMPLE. 

The population of the management staff of the company {PP~IC} is 45, out of 

which 10 are taken as the sample size. l'or the customers 20 were taken as sample 

size. 

3.3. THE RESEARCH INSRUMENT. 

The research instrument used in this research survey is questi()nnaire, observation 

and personal interview. 

il. ~UE."fION1\Il t J\fETHOD. 

Questionnaires were issued to collect the necessary data. There were management 

questionnaires and then the cllstomer who usc the services of the co mpany. The 
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aim is to gather the views and opin ions of both the management staff and the 

customers that use the company's services. 

The questions of the questionnaire were aimed at finding the impact, rclevanc'c and 

importance of marketing strategy as applied to the oil seClot:, from their own 

perspective and to analyze whether the company is efficiently aiming at its 

objectives. 

b. OBSERVATION. 

The researcher visited the company premises at suleja in orde r to confirm certain 

facts during the intelview based on the in format-ion that was ohtained. 

c. INTl mVEIW 

The departmental heads and some senior management personnel were in~ervie\Ved 

to obt'ain first hand information. 

3.4. METHOD OF DATA COLLECTION. 

The method used in sampling is simple random sampling. It is a system of 

selection that gives individuals in the population equal chance of being selected. 

The essence of random sampling selection is to avoid subjective arising from 

personal choices. 

3.5. METHOD OF DATA ANALYSIS. 

Under tlus study, simple percentage method was used to anal) ze and intelpret the 

result. 
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3.6. LIMITATIONS OF STUDY. 

In the course of this research work, thc rescarcher has faccd somc difficulties in 

order to compile aU the rclev:1nt data for this rcsearch work to he completed. 'D~e 

to lack of sufficient materials and inability of st-aff of pipcline and product 

marketing company (PPMC) to disclose some information due to their oath of 

secrecy, the researcher found it difficult to carry out the rcscarch works thoroughly 

as it might have been. Sufficient data werc not readily avaibblc in most places 

visited by the res archer, however, few were obt-aincd . Tn add ition, for political 

reasons, some information was nor disclosed to the researcher. 

j\ nothcr is the limitcd financial resourcc available, which made it practically 

impossiblc to visit as many marketcrs and outlets scattered arollnd the country. 
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CHAPTER FOUR 

DATA PRESENTATION, INTERPRETATION AND 

ANALYSIS 

INTRODUCTION 

This chapter involves th<.: presentation and analysis of data collected from the field. 

The data is presented in a tabular form and expressed in a simple percentage 

PART A: RESPONSES FROM THE MANAGEMENT STAFF 

4.1 ~ ORKING EXPEIUENCE or RESPO DI':NTS~ 

I n trying to find out the duration of working experiences to a certain level of 

which t he management staff would adapt to workings of the company 

'l'abIc4.1 \'{Iorking Experiences of Respondents 

Working Experience No of Respondents Percentage % 

1-3 2 20 

4-6 10 

7-9 3 20 

9 and above: 5 50 

Total 10 100 

Source: Field survey 

Tabk 4.1 shows that 10% of the respondents have worked for between the years 

or four and six, while the: highest l1umb<.:r of five r<.:spol1d<.:nts hau work<.:u for over 

25 



J 0 years. The data indicated tbat a significant number of the members of staff had 

worked for a longer time to know much about the workings of the company. 

4.2 OBn',CTIVE ORTENTJ\TTON 01' :n-TJ ~ corvrpJ\NY. 
" 

1n determining, the objective orientation of the company is to have an inside on 

I he stal-lIlory focus to which the company is been operated. Table 4.2 explains the 

kind of objective orientation. 

Table 4.2 Objective Orientation 

Objective Orientation No of Respondents Pcrccn tagc % 

Customers Satisfaction 2 20 

Profitability 2 

J\U of the abo\"(.: GO 

Total 10 100 

Source: Field sm-vey 

The data on table 4.2 clearly shows the company's objective orientation is on both 

customer satisfaction and profitability with the highest percentage of 60%. 

4.3 LbVELAND EFFICIENCy OF l\Ij\lU(J~TTNG. 

Understanding the level and efficiency of marketing strategy brings out the 

objective anJ performance of I he company. 
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Table 4.3 Level and Efficiency ofrvIarketing. 

l nderstanding marketing 
st 1':1 teg), 

Good 

Fair 

No idea 

Total 

Source: l;icld Survey 

No. of respondents 

7 

2 

1 

19 

Percentage 0/0 

70 

20 

10 

100 

Thc information on table 4.3 indicates that the kvel and efficiency of the staff 

t()\Vard~ marketing stratcgy is best applicd in markding its products and services, 

with about 70% of the respondcnts understanding thc stratcgy. \'(Ihile about 10% 

do not have any idea. h'OIT1 the stati~lics shown, it is evidcnt that the management 

staffs undcrstand Lhe level and efficiency of the strategy applied by the company 

4.3 DURATION OF Iv0\RKETING S]R.ATEGY 

The duration by which a strategy is been applied by management signifies how 

successful it is in promoting thc objective of the company. 

Table 4.4 Duration of Strategy 

Dur:Hion of strategy No or n:spondent Percentage 'Yo 

1-3 2() 

4-8 I() 

8 and above G GO 

Total 9 9() 

. ource: field survey 
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Table 4.4 reveals that a strategy being applied lasted for eight and above years as 

according to the majority of respondents. \Vhilc about ten percent were of the 

opinion that, a sl"rategy is been applied [or between [our and eight years. 

4.5. PROMOTIONAL MEDIUM. 

The promotional medium used by the company determines how the company 

relates or interacts with the cust-omers and meeting their ohjectives. 

Table 4.5. Promotional Iedium used by Respondents 

Promotional medium No or respondents 

l\dvcrtisement 3 30 

Newspaper 2 20 

~1agazll1e 1 10 

All of the above 4 40 

Total 10 100 

'- ource: field survey 

The table 4.5 shows 40% of the management staff were of the view that the entire 

medium named arc means through which the company promote its services. Based 

on the data, one can say the company docs not emphasi:l.e on a ~inglc promotional 

tool, but rather combines aU options to enable accessibility and coverage. 

4.6 OPINION AND IDEAS 

S 'cking opinion from ind.ividual staff gives more avenues for collecting ideas on a 

way of generating policies and plans of actions. I-low often is that done by the 

management to chart better course. 
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Table 4.6. I'requency of Opinion 

Seeking Opinion No of respondent Percell tage % 

I"rcquently 3 30 

Occasionally 6 

Rarely 10 

Total 10 100 

Sourcc: Field survcy 

60% of the respondents indicated that the company seeb their 0plt1l0nS 

occasionally, while 10% were of the opinion that ("\1e company rardy seeks advice 

from individual sl·aff. 

4.7 GOVERNMENT POLICII~S 

Poljcies of government might hinder or makes the running or workings of the 

company difficult. As a result of the government has to assist or make policies that 

will be favorable too the operation of the company. 

Table 4.7 Government Assistance. 

Government assistance No of Respondents Percentage % 

Yes 7 70 

No 2 20 

No idea 1 10 

Total 10 100 

Source: field survcy 
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Table 4.7 indicates 70% of the respondents acknowledge government usually 

provides or facilitate assistance and make policies favorable to the company 

pc ration. On tbe other hand, 10% hide no idea Howard's government assis~~nce. 

PAItr 13: RESPONSE PROM THE CUSTOT'vlER. 

4.8 SERVICES RENDERED TO CUSTOMERS. 

The customer views on any setvice provided by PPMC to be considered as one 

objective of the company. 

Table 4.8 Setvice Delivery. 

Service delivery No of Respondents Percentage % 

Sa tisfactoty 11 55 

Unsatisfactory 9 45 

Total 20 '100 

Source: field sUlvey 

The data on table 4.8 show that 55% of the customer who respondent were of the 

view that services delivery arc generally satisfactory, while 45% of the customers 

were unsatisfactory with the service delivery by the company. 

4.9 SUBSIDY 

Suhsidy is a way of cushioning the cost and price of petroleum products we are 

trying to find out if the customers feel weather government docs provide subsidy 

as a way of alleviating some burden from the final consumers. 
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Table 4.9 Government Subsidy. 

' ubsidy by government No of Respondent Percentage % 

Yes 7 35 

No 13 65 

Total 20 100 

Source: field sUlvey 

Table 4.9 reveals that 65 % of the customers were of the view that government do 

not adequately subsidize petroleum product. J\nd that prices are not reasonable for 

the fact that" Nigeria is among the first ten major oil producers in the world. \'V'hile 

35% were of the opinion that government gives subsidy, and that ptices are based 

on the international market. Based on the statistics above, there should be review 

of prices by government. 

4.10 CUSTOMER OPINION. 

Customers oplluon as regard to the marketing strategy used by PPIvrC 111 

discharging its duties have an effect on the operation of the company. 

Table 4.10 Opinion of Customers on ~Iarketing Strategy. 

Opinion on marketing strategy No of Respondents Percentage % 

Satisfactory 11 55 

Unsatisfactory 9 45 

Total 20 100 

Source: field sUlvey 

31 



55% of the respondents from table 4.10 indicated that the company's marketing 

strateg1es were satisfactory, while 45% of the customers were of the opinion that 

the company's activitics and marketing stratcg1cs were unsatisfactory. 

4.11 NUMBER OF OUTLETS 

The number of outlcts scattered around the country determincs how viable and 

availability of pCtrOleul~1 producLs in the country. 

Table 4.11 Retail Outlets 

Retail outlets No of respondents Percentage (Yo 

lnadequa tc 5 

Insufficicnt 5 

Adequate 40 

Sufficient 50 

Total 20 100 

Oll(ce: field survey 

Table 4.11 confirms that 5% of the respondents feels that retail outlets are 

inadequate and insufficient, whlle majorilies of 50% were of the opinion that the 

numhers of retail outlets were adcquate and sufficient. 

4.12 PROBLEMS ENCOUNTEIU~D BY CUSTONIERS 

I ncvitably, problems arc usually encountered during service delivery. 

Table 4.12 explains SO)TIe of the problems encountered by customers of PPMC. 
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Table 4.12 Problems Encountered by Respondents 

Problems encountered No. of respondents Percentage (%) 

Dt:lay of service delivery 3 15 

13at! cllstomcr rclation 8 

Pump m :t1adjustl11cnt 4 20 

All o f the above 5 35 

lotal 20 100 

'ource: field survey 

The Data on table 4.1. 3 shows that 35% of the respondents arc of the view of 

Customer Satisfaction could be achieved through the provision of varioLls ranges 

of selvices, good customer rebtion and deliverance of qualitative service by the 

company. 

4.2 FINDINGS 

Prom the second result obtained from the management staff response, it was 

identified that custo111er satisfaction and profitability were the priority of PPMC 

consequently, all the company's activities must be devoted to finding out what the 

customers wants arc and satisfying these wants at the long -run profit. 

Question four of the management staff questionnaire indicates that the company 

applies the best marketing strategy in sCt'vice delivery. \Xlhile question, six of the 

management staff questionnaire states that the strategy applied have a great 

influence on the services provided in solving the problem of scarcity, hoarding, 
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and bunkering. The marketing strategy applied is a unifying approach which is 

directed at total resource for business organization towards developmental and 

satisfaction of customer's wants. It could be said that once customer satisfaction 

towards marketing is favorable, then the company would sell more of it services 

and products. 

The response to question seven of the customer's guest"ionnaire indicates that the 

company operates a marketing strategy that brings about customer satisfaction by 

providing certain range of services. j\ good working environment acids to give an 

utmost satisfaction to staff of the company. The company has been observed as 

to seeking advice from staff and customers on periodic bases. 
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CHAPTER FIVE 

SUMMARY, CONCLUSION AND RECOMMENDATION 

5.1 SUMMARY 

The company under study operates a dynamic economlC environment coupled 

with inf1ation, non-stability in petroleum product prices, recession and 

inconsistency in government policy among other, necessitated the dynamic nature 

of petroleum industry in Nigeria. This however increases high competitive 

environment and competent staff to remain in business. 

1 he bu~jness of petroleum products marketing is complex and the multifarious 

nature of the business demands a velY high ethical standard by the parties 

concerned. 

To achieve an overall objective of customer satisfaction and availability of 

petroleum products at all level of the business depends on the policies laid by 

government, attitude of staff of the company and the final consumer. 

here are general operational guidelines on key features of the industry which are 

,'afety, security, accountabilit)" pricing and customer rclations and all of there have 

been discussed in earlier chapters. Tbe company is also along the line of 

nanagement culture of total quality that ensures sustainable growth and survival. 

Most of the operations cani'd out" by the pp~rc are guided by the total quality 

ulture, which seck to provide good and services that meet and exceed the desire 

of customers. PPMC have carried out approved quality improvement projects on 

most of rheir processes to ensure that every outl)ut from PPMC operations meet 

the total quality requirement. 
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Effective marketing strategies arc adopted to handle actlv1l1es like product 

acquisition, storage, distribution anc..l sale of petroleum proc..luct to the consumers. 

The objective is to make profit through cllstomer satisfaction from timely supply 

of lhe quality and price of products. To achieve there, arrays of professional are 

employed coupled with an exceUent working environment at various facts of the 

business. 

The company even embarks on promoLion of it-s serVlCes and also retail outlets 

. scatterec..l all over the country, which advertise their services on Television, 

newspaper and magazines example given a dai.ly supply of fuel and quantity. 

In view of this, recorc..ls have shown that the company has been performing well in 

terms of customer satisfaction, competition and above all profitability. Through 

tlle nation in occasionally faced wiLh petroleum products shortage, the company 

has c..lone some best to alleviate this problem. in the counb-y with the help of the 

federal government and other stakeholc..lers. 

S.2 CONCLUSION 

Prom the analysis conductec..l, it can be concludec..l that the petroleum industry in 

Nigeria to certain extent has greatly changed towards service oriented approach. 

The demanc..l for petroleum products in and outside Nigeria is increasing by the 

day. 

The present economic climate in the country poses a senOl1S challenge to the 

petrol'llm sector, rang-ing rrom effective and prudent management resources to 

such development attributed to economic crisis, which h:l.ve created keen 

compctil ion for better-customized services. 
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Tn the past couple of years, it has been with uncertainties which made 

implementations of plans and programs most difficult. These have affected the 

inc.iusrry and therefore unsteady supply of petroleum products to the Nigerian 

public. It is expected that with the continued stability in the economy and the 

eventual success in the on-going privatization, will result in a steady growth in the 

indllqry for sustained customer satisfaction to be reali%ed. The industry of now is 

expected to meet the growing challenges of competition and harsh economic 

environment. However, these efforts may be wasted without an attitudinal change 

in the entire stakeholder. In addition, the present economic condition should 

rejuvenate its marketing strategies, techniques and tactics towards aggressive 

petroleum marketing. 

Presently, the Nigerian petroleum industry is on the process of deregulation, 

PPi'vIC continues to be a prime mover of petroleum products supply and 

distribution. pptvrC through its performance has proved to be a viable source of 

pride to NNPC and indeed to the nalion. 

5.3 RECOMMENDATIONS 

] n the light of the foregoing findings discussed in proceeding chapters, the 

researcher hereby advances the following recommendations. 

1- The markeling strategit.:s as explained in chapter two must be clearly 

understood and believed by top management and staff of the company. It 

should be a watchword for the company, as this would go a long way in 

creaLing customer satjsfaction, greater patronage and avajlahilit)f of products 

at all times. It should be clear that these strategies mllst be very effective. 
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ii- Customer orientation:- Due to the intense competition in today's selV1ce 

industries, it is worthwhile for the company to have not just profit, but 

customer ori.enta tion so as to increase service been rendered potel:tial 

customers and uphold the marketing stratq)ry. 

Ul- Training and development of management and staff: - The management 

and staff of the company should be sent on an intensive course, seminars, 

workshops e. t.c, as these will broaden their minds 011 marketing and 

marketing strategies. This will add more efficiency, promote prompt 

delivety and goocl customer relation. 

1V- PPMC is generally charged with the responsibiJity of souring, sel1 ing and 

dis tributing petroleum product i.c. marketing. However, there is still the 

need to establish a marketing research department to carryout marketing 

activities and effective implementation. The department should be 

responsible for conducting marketing research, planning and control 

strategies and techniques for growth. 

v- Establishment of retail outlets owned and controlled by PPMC nationwide. 

This is to be noted, for it enhances marketing coverage and ease customer 

accessibil i ty. 
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GLOSSARY OF TERMS 

PPH I{/\: - petroleum product pricing regulatory Agency mandated to peck out 
price:; for petroleum products. 

P\1S: - Premium 11otor Spirit, known as petrol. 

J\TK: - Aviation Turbine Kerosene, fuel [or Aiq)lam:. 

r r H K: - llousehold Kerosine. 

t\GO: - Automotive Gas oil, known as diesel. 

CT.F- Cost Insurance Preight. 
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Questionnaires 

Mana~elnen t Ques tionnaires 

Dear sir/ madam, 

T am a student of postgraduate Diploma in Business IYIanagement Technology, Federal 
University of Technology, IYlinna, under taking a research study on "Appraisal of 
marketing stj:atcgy in the Nigerian Oil sector" with particular reference to your 
organi:l.ation, pipclinc and product marketing company. 

Kindly indicate by ticking the correct answer. All information obtained will be used for 
acadcmic purpose and remain stJ:ictly con fidential. 

1. I low long have you been working with the company? 
a) 1-3 Years b) 4-6 years 
c) 7-9 Years d) over-l0 years 

2. \'V'hat objective orientation does your company accept? 
a) Customer Orientation b) profitability 
c) }\ 11 of the above 

3. At what level do you understand the efficiency of marketing strategy used by the 
company? 

a) Good b) fair 
c) No idea. 

4. J Jow long have your company been applying the marketing strategy? 
a) 1-3 b) 4-8 
c) 9 anti above. 

5. \\lhat kind of promotional medium docs the company llses? 

a) Electronic media b) newspaper 
c) ~Iagazine d) 1\11 of the above 

6. How often do management seek your opinion and idcas rclating to company 

matters? 
a) r:rcqucntly b) Occasionally 
c) Rarely 



7. Is government assisting in any way in solving the company's problems, especially 
fouc! crisis? 

a) Yes b) No 
c) No idea 

CUSTOMER'S QUSTIONNAlRE 

1. As a customer, how do you consider the services rendered by the company? 
a) Satisfactory b) unsatisfactory 

2. Do YOll think the government adeCjuately subsidizes petroleum products? 
a) Yes b) No 

3. \X/hat is your opinion as regard to the marketing stratCf,lJT used by PP1'vrC? 
a) Satisfactory b) ullsatis factory 

4. \'(Ihat is your Opinion as regards the number of retail outlets scattered all over the 

company? 
a) T nauequate b) Insufficient 
c) j\dequate d) sufficient 

5. \Vhat problems do you encounter as a customer? 
a) Delay of service b) bad customer relation 
c) Pump maladjustnicnt d) All of the Above 

6. \,(fhich of the following do you think will improve customer satisfaction? 
a) Range of service b) Good customer rdation 
b) Quality of service d) j\ll of the above 


