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Nigeria's ambition to build a domestic gas economy remains blocked by government

price controls and persistent investor risks, according to BusinessDay Nigeria, with

analysts warning the sector will stagnate unless structural reforms are enacted.

The core problem is pricing. Regulated gas prices in Nigeria have long sat below

levels  that  make  upstream  production  and  midstream  infrastructure  investment

commercially viable. Producers cannot recover costs at controlled wellhead prices,

which  discourages  new  drilling  and  gas-dedicated  field  development.  Until  the

government liberalises the domestic gas pricing regime and allows market-reflective

tariffs,  investors — both international  and local  — have little incentive to commit

capital to monetising Nigeria's substantial gas reserves.

Beyond  pricing,  the  article  flags  a  broader  investor  risk  environment.  Contract

sanctity,  payment  defaults  by  domestic  off-takers,  infrastructure  bottlenecks,  and

regulatory uncertainty compound the pricing problem. Gas aggregation schemes and

government-backed  off-take  arrangements  have  historically  struggled  to  deliver

reliable  payments  to  suppliers,  making  project  financing  difficult  to  structure.

Lenders require predictable revenue streams; a market where off-takers routinely

default cannot support the long-term debt facilities that gas infrastructure projects

demand.

The consequence is a sector that is underperforming relative to Nigeria's resource

base. Nigeria holds some of the largest gas reserves in Africa, yet significant volumes

continue to be flared or reinjected rather than monetised through domestic industry,
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power generation, or LNG export. The government's aspiration to position gas as a

transition fuel and industrial feedstock — framed under the Decade of Gas initiative

—  has  not  been  matched  by  the  policy  conditions  needed  to  attract  private

investment at scale.

For reform to unlock the sector, analysts cited in the article point to two priorities:

freeing up domestic gas pricing so producers receive commercially viable netbacks,

and  establishing  enforceable  off-take  frameworks  that  protect  investors  from

payment risk. Without these, pipeline expansions, gas processing plants, and power

sector  gas  supply  agreements  will  remain  aspirational  rather  than bankable.  The

article does not report any specific new policy announcement,  contract award, or

legislative change — this remains a structural commentary on why the gas economy

reform agenda is stalled, not a signal that reform is imminent.

Why this matters to partners and clients of Saga

This article describes a policy stalemate rather than a procurement

opportunity — no contracts have been signed, no tenders issued, and no FID

is indicated. Norwegian service companies should monitor Nigeria's

domestic gas pricing reform process and engage with industry associations

or the Nigerian Upstream Petroleum Regulatory Commission (NUPRC) to

stay close to any legislative developments that could unlock project

pipelines. Relationship-building with IOC and indigenous E&P operators

active in Nigerian gas is the appropriate posture at this stage.

PARTNER ANGLES

LNG: Track whether domestic pricing reform could redirect stranded or flared gas

volumes toward export or small-scale LNG schemes where Norwegian LNG technology

and process expertise would be competitive.

Pipeline: Monitor reform progress on gas aggregation and off-take frameworks, as

any credible domestic gas infrastructure push would require pipeline engineering and

integrity management services.

Subsea/FPSO: Offshore gas fields feeding onshore processing remain underdeveloped

due to pricing risk — a liberalised market could unlock subsea tiebacks and FPSO gas-

handling capacity upgrades.
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Drilling: Sustained low domestic gas prices suppress gas-well drilling activity; pricing

reform is a prerequisite before new gas-dedicated drilling campaigns become viable

for service companies to target.

Service: Well services and production optimisation providers should watch for any

government-backed gas development programmes that accompany reform, which may

include competitive supplier prequalification rounds.

Original source: BusinessDay Nigeria — Energy →
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