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Abstract 
The locally contextualized innovative strategy for petroleum re-
fining in the Niger Delta is typically called artisanal refining. 
Artisanal refineries are small-scale facilities that perform 
subsistent distillation of crude petroleum over a specific range of 
heating points, producing useable products such as kerosene, fuel, 
diesel, bitumen and wastes. The process involves traditional 
knowledge and skills with little reliance on advanced technology. 
Artisanal refineries use a simplified version of fractional 
distillation (locally called “cooking”). They cook barrels of crude 
oil with firewood and other mixtures in sealed tanks constructed 
from metal. The crude then evaporates and passes through two 
parallel pipes joined to the tank through a cooling water bath 
usually constructed with wood. The refined products then drip out 
slowly into a container with different products emerging at 
various intervals. The paper aimed at examining illegal refineries 
and its environmental impact in the Niger Delta region of Nigeria. 
The doctrinal research methodology was employed to achieve the 
aim of this paper. The finding of the paper revealed that artisanal 
refining is a serious business in the Niger Delta region of Nigeria 
for youths in some oil-bearing communities, especially in those 
clusters that gave them moral support. This paper therefore 
recommended that the policy thrust of the federal government of 
Nigeria should be on how to discourage artisanal refining in the 
Niger Delta region, this would be achieved through licensing of 
citizens of the Region and others to operate modular refineries. 
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INTRODUCTION 

The origin of the technology for artisanal refining of crude oil in the Niger 
Delta region is unknown. Key informants and participants in focus group 
discussions have different perspectives on its origins. One claim is that 
Biafra invented the technology for small scale refineries during the civil war 
to meet its refined petroleum requirements in response to blockades placed 
by federal forces. This technology continued to be used after Biafra’s 
unsuccessful bid for secession and is used presently by artisanal refineries 
in oil producing areas of the Niger Delta. A second claim links the 
technology to the illicit relationship between oil workers and idle young 
men in the Niger Delta who seek quick profit. Proponents of this theory 
believe that unknown sympathetic engineers offered the technology to 
locals to provide them with a means of livelihood following the collapse of 

their farming and fishing vocations due to oil-induced environmental 
devastation. Others insist that rather than an act of benevolence, it was a 
mutually beneficial collaboration between greedy oil workers and self-
seeking local youth.  
 
Another theory claims that the practice was started by makers of a local 
alcoholic beverage (gin), which is made from distilling palm wine. This 
view asserts that local distillation technology was successfully used to 
refine petrol, diesel and kerosene in Nigeria.1 The ingenuity of the palm-
wine tapper was apparently sparked by the imperative of demand and 
supply. Needed refined petroleum products where in high demand but 
with limited supply from legitimate sources. Others claim that the oil 
companies themselves introduced the technology in order to be able to 
obfuscate information regarding the real volume of oil being lifted in the 
Niger Delta region. Yet another account suggests that Niger Delta militants 

started artisanal refining because they were in need of refined petroleum 
products for their boats after their supplies were suspended by the 
government. Regardless, this supply situation is compounded by poverty 
and lack of access to petroleum products in the challenging and difficult 
terrain of the Niger Delta.  
 

                                                             
1 T. Murdock, ‘Nigerians are Stealing Corporate Oil, Refining it themselves, and selling it on the 

Black Market’ Business Insider, 12 July 2012 <http://www.businessinsider.com/nigeria-illegal-oil-

refining-2012-7> accessed 13 July 2020. 
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Despite the uncertainties associated with identifying the origin of the 
artisanal refining process, there is a consensus from those interviewed that 
it was likely the technology originally used for refining a local gin called 
ogogoro was adapted for crude oil refining. The adaptation became 
widespread because of the inability of people to earn adequate revenue 
from agricultural activities and the production of the local dry gin. This is 
due to the destruction of farm land, aquatic life, and the raffia palm used 
for producing ogogoro that resulted from oil pollution. Some of the 
respondents asserted that most people engaged in artisanal refining of 
crude oil in the Niger Delta did not set out originally to refine crude oil. 
They started with bursting pipelines to siphon petrol and diesel for sales. 
When these activities were becoming really dangerous—many people were 
being incinerated at the point of siphoning and arrested by security 
agents—they began artisanal refining activities as an alternative. According 
to the respondents, the government security agents in the Niger Delta did 
not realize that artisanal refining of crude oil was occurring. The military 
joint task force (JTF) initially concentrated on fighting militants. Members 
of the JTF were surprised to learn that militants in the mangrove forests 
were obtaining fuel to operate their boats and generators. It was later 
discovered that the militants were getting supplies of refined products from 
artisanal refiners. This marked the beginning of efforts to locate and destroy 
artisanal refineries in the Niger Delta.  
 
These theories of the origins of artisanal refineries notwithstanding, more 
salience are often placed on the notion of existential exigency and the 
pressures placed on artisanal refiners to earn a living. Artisanal refineries 
respond to the perennial scarcity of petrol, diesel and kerosene in Nigeria 
which are used for vehicles, producing electricity and domestic cooking.2 
The need for these products is imperative due to inadequate electricity 
supplied from the national grid and sub-national systems. In parts of the 
Niger Delta where regular consumer petroleum products cannot be easily 
obtained, products from illegal refineries have become indispensable. 
Established marketers of petroleum products are also known to patronize 
artisanal refined pans which they mix with products from other sources in 
underground tanks for filling (gas) stations, dispensing product to 
unsuspecting members of the public. Products from artisanal refineries are 

                                                             
2 T. Omoweh, ‘Shell, Environmental Pollution, Culture and Health in Nigeria: The Sad Plight of 

Ughelli Oil Communities’ [1995] (2) African Spectrum. 115-120. 
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also used by industrialists who depend on electric generating plants to keep 
their businesses operating in the absence of a constant electricity supply. 
With the end of the insurgency and the commencement of the amnesty 
program, artisanal refining continues as a source of income for demobilized 
insurgents and idle Niger Delta youths. The raw materials needed are 
accessible and plentiful. 
 
The Socio-Economic Implications of Oil Theft and Artisanal refining in 
the Niger Delta Region of Nigeria 

Many years of oil and gas operations in the Niger Delta have generated 
billions of dollars in revenue for government but the majority of the 30 
million people living there remain poor and unemployed, this has led to 
Unrest in the region. Frustrated by perceived lack of benefits from oil 
production, communities have targeted the operations of energy 
companies, demanding better public services and a greater share of 
government revenues. The unrest has turned into worrying criminal 
movements, which feeds on massive thefts of crude oil. Heavily armed and 
well-organized groups attack oil and gas facilities in the region, shut down 
operations, kidnap staff and sabotage pipelines. Rival gangs and ethnic 
groups have clashed violently in several of the delta’s towns. Barges take 
stolen oil to tankers waiting offshore for export. All this has reduced the 
amount of oil produced, created environmental problems from oil spills 
and reduced government revenue that could be used to develop 
infrastructure and services (Shell, 2010). The objective of this review is to 
examine the social and economic impacts of oil theft and artisanal refining 
against the back drop of the seeming social and economic advantages that 
it brings to host communities and locals and the argument that artisanal 
refining actually represents an opportunity which could be harnessed by 
the government to enhance economic and social opportunities in an 
environment of high unemployment and poverty. 
 
The Driving Forces 
At a recent roundtable discussion in London on Oil theft and illegal 

‘artisanal’ refining in the Niger Delta, the UK Niger Delta Working Group 
(2012) reports that participants at the Conference agreed that oil theft and 
artisanal refining had expanded over the last decade - particularly over the 
last three years with an estimated 150,000 barrels of crude oil stolen every 
day in Nigeria causing unimaginable environmental and economic 
devastation. The United Nations Environmental Program (UNEP) 
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Environment Assessment of Ogoniland highlighted that in addition to poor 
pipeline maintenance by international oil companies, illegal oil refining in 
the Niger Delta is a major cause of environmental degradation. Whole 
communities have lost their traditional livelihoods as fishers and farmers; 
as the effects of illegal bunkering and artisanal refining, compounded by 
equipment failure, pollutes their water and land and the refining process 
posing serious health risks. 
However, oil thieves and operators of artisanal refineries do not share the 
above sentiments. Many describe illegal oil refining as an entrepreneurial, 
free market response to local economic dysfunction, socio-economic 
pressures, the Niger Delta’s chronic fuel shortages and government’s 
failure to deliver basic public services. The set up costs of these artisanal 
refineries are so low and returns so high that within weeks illegal refiners 
start up new camps. 
The argument put forward for illegal bunkering activities/artisanal 
refinery for example, hinged on the perceived industry unwillingness and 
government inability to do something to ameliorate the deplorable 
conditions of the oil producing communities of the Niger Delta; this 
perception has been expressed over time across Niger Delta communities 
providing strong local justification for illegal oil refining being a 
community right key areas of complaints anchor on pollution of farmlands 
and creeks, lack of job and access to affordable Medical care. 
Inevitably these injustices, mixed with conspicuous consumption by elites, 
have fueled grassroots unrest and have created an interdependent 
relationship between oil thieves and local communities. The scarcity and 
high cost of diesel and kerosene throughout the Niger Delta is also widely 
believed to have created local market conditions creating a demand for 
cheap supplies of locally refined fuels. Illegal oil bunkers and refiners have 
also posited that their activities have generated a burgeoning economy for 
the Niger Delta as it creates a well-developed supply chain of which 
includes trained engineers (who weld valves to high pressure pipelines, 
returning each night to siphon oil), Boat yards help construct and supply 
barges to the thieves to transport crude oil around the creeks, women and 
young adult supply labour (refiners/marketers/security guards etc.) and 
materials ( firewood, food stuffs etc.) to workers in the camps. However, 
there is a complex combination of economic and environmental 
complications that far outweighs the general good of the region. 
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Granted artisanal refiners form part of a local ‘moral economy’ and are 
accorded a social license to operate by communities in much the same way 
as the official oil industry, resulting oil spills from broken pipes and wastes 
from tens of thousands of makeshift refineries combine to produce 
enormous environmental pollution on land and in the creeks, the social 
costs are also very high and have started hunting most of these 
communities. Artisanal refining is no longer a community “all comers 
affairs”, intending refiners and investors are required to register with 
unions at prohibitive prices, youths engaged in this business have become 
community overlords, rival gangs have sprang up to challenge their 
structures leading to arms proliferation. There is also a reported drop in 
school enrolment as most youths are now engaged as refiners, security 
guards, product marketers or transporters etc. The vast extent of fire 
damage around the camps, storage facilities in the communities and as well 
as the use of poorly refined kerosene is evidence enough of how highly 
explosive the practice can be. The quality of products obtained varies 
widely. To address this, refiners sometimes purify diesel by mixing it with 
kerosene to reach a large refining standard and these practice have in the 
long run affected consumers who spend huge resources in fixing vehicles 
and machinery as a result of using products from artisanal refineries. Other 
societal ills poised by illegal bunkering and artisanal refining are 
prostitution in communities where bush refineries exist. There is also an 
increased in arm robbery and sea piracy on the waterways causing serious 
threat to life and property travelling on the water ways. 
 
Illegal oil refining also carries significant health risks. The handling and 
heating of the crude oil pollutes the air. The camps have a toxic feel and the 
health impacts of those working there are unknown. Communities are 
constantly exposed to inhalation of poisonous gases, causing coughing and 
breathing problems. These symptoms as shown above are actually self-
reinforcing. For example, environmental damage, creates an economic 
wasteland rendering both aquatic life and land uninhabitable. In addition, 
remediation would require huge expenditures in order to reclaim the land. 
that there is significant economic cost of both artisanal refining and highly 
organized oil theft, the link is that forced pipeline shutdowns created by 
small-scale tapping created a vicious circle, that facilitate large scale oil 
theft, because depressurizing pipelines to ensure pipeline integrity made it 
easier for more taps to be inserted. 
 



The Journal of Environmental and Human Right Law      Volume 1, Issue 2, 2021 

 

27 
 

The economic impact of artisanal refining on the oil industry is said to be 
variable. Some oil industry participants at a round table discussion on oil 
theft in the Niger Delta argued that artisanal refining had a very limited 
economic impact on their operations. They primarily emphasized the 
negative environmental impact, health and safety issues and downplayed 
the economic. The argument of this dissertation is that there is significant 
economic cost of both artisanal refining and highly organized oil theft, the 
link is that forced pipeline shutdowns created by small-scale tapping 
created a vicious circle, that facilitate large scale oil theft, because 
depressurizing pipelines to ensure pipeline integrity made it easier for 
more taps to be inserted. 
Extract from Nigeria Extractive Industries Transparency Initiative, physical 
and process report: 2009 – 2011 Oil & Gas audit indicate that the total 
volume of crude oil lost by SPDC, Chevron and NAOC from theft and 
sabotage between 2009 - 2011 was 136,409,573bbls, about $11 billion (N1.737 
trillion); and If the losses are shared according to the Joint Venture equity 
holdings then the federal government lost $4.1 billion from 2009 to 2011 in 
SPDC operations, $1.1 billion in Chevron operations and $1 billion in 
NAOC operations. This is a total loss to the Federation of $6.3 billion. This 
is a huge and significant contaminated land and marine environment. This 
is scenario has become compounded with illegal bunkering and the 
proliferation of artisanal illegal refineries, environmental damage, creates 
an economic wasteland rendering both aquatic life and land uninhabitable. 
In addition, remediation would require huge expenditures in order to 
reclaim the impacted land. 
 
The Environmental and Health Impacts of Illegal Refining 
According to Ogbuagu and Others,3 it has been reported that petroleum 

refining contributes solid, liquid, and gaseous wastes in the environment. 
Some of these wastes could contain toxic components such as the 
polynuclear aromatic hydrocarbons (PAHs), which have been reported to 
be the real contaminants of oil and most abundant of the main 
hydrocarbons found in the crude oil mixture.4 Once introduced in the 
environment, PAHs could be stable for as short as 48 hours (e.g. 

                                                             
3 D. H. Ogbuagu and Others, ‘Determination of the Contamination of Groundwater Sources in 
Okrika Mainland with Polynuclear Aromatic Hydrocarbons (PAHs)’ [2011](1)British Journal of 

Environment & Climate Change, 90-102. 
4 M. K. Z. El-Deeb and H. I. Emara, ‘Polycyclic Aromatic Hydrocarbons and Aromatic Plasticizer 

Materials in the Seawater of Alexandria Coastal Area’ [2005] Egyptian J. of Aquat Res., 15-24. 
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naphthalene) or as long as 400 days (e.g. fluoranthene) in soils.5 They thus, 
resist degradation and, remain persistent in sediments and when in 
organisms, could accumulate in adipose tissues and further transferred up 
the trophic chain or web.6 
Lyons and others,7 opines that acute exposures to aromatic hydrocarbons, 
which are common constituents of oil, are known to cause respiratory 
symptoms and high molecular weight PAHs are of significant concern 
because of the mutagenicity, carcinogenicity and bioaccumulation in 
organic tissues due to their lipophilic character.8 Increasing evidence, 
mainly from the Prestige oil spill, suggests that human population exposed 
to risks may experience long term respiratory effects and chromosomal 
damage.9 It has also been widely reported that exposure to PAHs can cause 
skin damage, bronchial symptoms in children and has been implicated in 
the pathogenesis of skin tumors as well as chromosomal disorders.  
Evidence of acute exposure to oil spill around the world demonstrates the 
potential adverse health effects associated with petroleum–contaminated 
environment. Some host communities like the Ogonis have suffered from 
significant environmental degradation and health impacts including 
increase in respiratory diseases and cancer cases.10 According to the UNEP 
Report,11 the health of several Ogoni communities has been severely 
compromised as a result of surface and groundwater contamination 
associated with petroleum exploration and production operations. 
However, there appears to be little information on potential human health 
risks of exposure to oil pollution in the oil–producing communities in the 

                                                             
5 D. A. Martens and J. T. Frankenberger, ‘Enhanced Degradation of Polycyclic Aromatic 

Hydrocarbons in Soil Treated with an Advanced Oxidative Process - Fenton‘s Reagent’ 

[1995](4)Journal of Soil Contamination. 175-190. 
6 J. C. Decker, ‘Potential Health Hazards of Toxic Residues in Sludge: In Sludge-Health Risk of 

Land Application’ [1981] Ann. Arbon. Sci. Publ. Inc. 85-102. 
7 R. A. Lyons and Others, ‘Acute Health Effects of the Sea Empress Oil Spill’ [1999] 53 Journal of 

Epidemiology and Community Health, 306-310. 
8 A. E. Ite and K. T. Semple, Biodegradation of Petroleum Hydrocarbons in Contaminated Soils, 

Microbial Biotechnology: Energy and Environment (Wallingford, Oxfordshire: CAB International 

2012)56. 
9 G. Rodriguez-rigo, and J. A. Barberà, ‘Health Changes in Fishermen 2 Years after Clean-Up of 

the Prestige Oil Spill’ [2010](3)Annals of Internal Medicine, 489-498;H. Verea, and Others, 

‘Prolonged Respiratory Symptoms in Clean-Up Workers of the Prestige Oil Spill’ 

[2007](6)American Journal of Respiratory and Critical Care Medicine. 610-616. 
10 I. Blankson, Public Relations in Sub-Saharan Africa, Global Public Relations: Spanning Borders, 

Spanning Cultures (London: Routledge, 2009) 67.  
11 UNEP, Environmental Assessment of Ogoniland (Nairobi, Kenya: United Nations Environment 

Programme, 2011) 78. 
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Niger Delta region over the past five decades. There is high probability for 
a wide range of toxic responses in many host communities of the Niger 
Delta including behavioural abnormalities, respiratory diseases, 
suppressed growth, induced or inhibited enzyme, adverse physiological 
responses, blood disorders, negative reproductive outcomes, reduced 
immunity to disease and parasites, and cancers of the various organs.12 
 
Oil pollution in many intertidal creeks have left mangroves denuded of 
leaves and stems, leaving roots coated in a bitumen-like substance 
sometimes 1 cm or more thick. Mangroves are spawning areas for fish and 
nurseries for juvenile fish and the extensive pollution of these areas is 
impacting the fish life-cycle.13 From the UNEP study, it was found that fish 
tend to leave polluted areas in search of cleaner water, and fishermen must 
therefore also move to less contaminated areas in search of fish. Despite 
community concerns about the quality of fish, the results show that the 
accumulation of hydrocarbons in fish is not a serious health issue in the 
region but that the fisheries sector is suffering due to the destruction of fish 
habitat in the mangroves and highly persistent contamination of many of 
the creeks, making them unsuitable for fishing. Where a number of 
entrepreneurs had set up fish farms in or close to the creeks, their businesses 
have been ruined by an ever-present layer of floating oil.  
 
Any crop in areas directly impacted by oil spills will be damaged, and root 
crops, such as cassava, will become unusable. When farming recommences, 
plants generally show signs of stress and yields are reportedly lower than 
in non-impacted areas.14When an oil spill occurs on land, fires often break 
out, killing vegetation and creating a crust over the land, making 
remediation or re-vegetation difficult.  
UNEP in its environmental assessment of Ogoniland observed that Bodo 
West, in Gokana Local Government Area, there was an increase in artisanal 
refining between 2007 and 2011 has been accompanied by a 10% loss of 
healthy mangrove cover, or 307,381 m2, and that if allowed to continue 
unabated, this may lead to irreversible loss of mangrove habitat in this area 
UNEP in its report clearly stated that wetlands around Ogoniland are 
highly degraded and facing disintegration as a result of oil pollution. The 

                                                             
12Blankson (n 10). 
13 UNEP (n 11). 
14Ibid. 
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study concludes that while it is technically feasible to restore effective 
ecosystem functioning of the wetlands, this will only be possible if technical 
and political initiatives are undertaken.15 
 
Most people in the Niger Delta communities are exposed to petroleum 
hydrocarbons in outdoor air and drinking water, sometimes at elevated 
concentrations, according to Amangabara and Njoku,16 the water table 
around Bolo and its environs is already being impacted by crude oil related 
activities; they are also exposed through dermal contacts from 
contaminated soil, sediments and surface water. Since average life 
expectancy in Nigeria is less than 50 years, it is a fair assumption that most 
members of the current Niger Delta communities have lived with chronic 
oil pollution throughout their lives. 
 
One of the first formal recordings of the ecological impacts oil theft in the 
Niger Delta was UNEP’s Environmental Assessment of Ogoniland in 
Rivers State. The study offered details of the trade’s devastating impacts on 
a small part of the Niger Delta region and its communities.17 Environmental 
degradation is the most visible and direct impact of illegal refining and oil 
theft. Photographic evidence gathered at sites visited across Delta, Bayelsa 
and Rivers show the terrible impacts of artisanal refining to the local 
environment. Vegetation is visibly affected by the resulting pollution; crude 
saturates the mangroves and oil disturbs the surface water. The 
environmental destruction associated with illegal oil refining harms 
traditional livelihoods tied to the land and water. Oil pollution is a 
significant barrier to cooperative integrated fish farming, one of the few 
businesses that could provide sustainable employment and incomes. 
Nigeria spent over N100 billion on the importation of frozen fish in 2010, 
some of which is necessary for Niger Delta communities to replace the fish 
they once caught.18 
 

                                                             
15Ibid. 
16 G. T. Amangabara and J. D. Njoku, ‘Assessing Groundwater Vulnerability to the Activities of 

Artisanal Refining in Bolo and Environs, Ogu/Bolo Local Government Area of Rivers State; 

Nigeria’ [2012](2) British Journal of Environment and Climate Change,28-36. 
17 United Nations Environment Program’s Report, Environmental Assessment of Ogoniland, 

(Nairobi: UNEP, 2011). 
18Blankson (n 10). 
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Illegal oil refining also carries significant health risks. The handling and 
heating of the crude oil pollutes the air. The camps have a toxic feel and the 
health impacts of those working there are unknown. Communities are 
constantly exposed to inhalation of poisonous gasses, causing coughing 
and breathing problems. However, many are in denial about the potential 
medium to long-term health implications. 
 
Heavy-Handed and Environmentally Damaging Responses by 
Government 

The Nigerian government continues to address the problem of illegal oil 
refining principally through JTF raids on refining camps. This is not an 
effective long-term strategy. The JTF’s activities temporarily interrupt some 
of the refining operations, but not the organized trade in crude oil theft for 
national, regional and international markets. In 2012, the JTF claimed it 
carried out 7,585 creek patrols; destroyed 4,349 illegal oil refining camps; 
captured 133 barges, 1,215 Cotonou boats, 187 tanker trucks, 5 storage 
tanks, and 18 seagoing vessels suspected of carrying stolen crude or illegal 
refined products. Given the ease of rebuilding camps most camp owners 
and workers interviewed did not see the JTF’s activities as a major threat to 
the sustainability of their businesses. Furthermore, the JTF’s tactics can be 
brutal and the human rights abuses deepen the sense of alienation between 
communities and the state. The violent and destructive approach of the JTF 
causes significant environmental harm as products, barges and camps are 
burnt to the ground. Illegal oil refining is now too deeply embedded in 
communal structures and is too much a part of the local economy for 
violent, ad-hoc military raids to contain it. Well-planned clampdowns that 
respect human rights, local norms and the environment could be made part 
of a larger, crosscutting strategy for combating illegal oil refining. However, 
without alternative means of livelihood, improved service delivery and 
legal product distribution networks they will find their own way to survive. 
 
Following an attack by the JTF, camp owners can quickly rebuild their 
operations in new locations. There is extensive evidence that some corrupt 
members of the JTF actively participate and profit from oil theft and illegal 
oil refining. This dissertation suggests that a relatively small number of 
senior officers must have criminal ties to the tap point owners, unions and 
camps managers, as this is where most profits are made. 
Because of the relatively small size of protection payments for vessels, it is 
likely they leave other lower ranking officers to share the relatively small 
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“transportation taxes” from distributor vessels as a supplement to their 
official wages. 
The JTF involvement occurs in the following ways: 

a. Provision of security while installing the tap: During the tapping 
process, the JTF ensure the surrounding waterways are clear so 
workers can install the tap without disturbance. Camp operators 
described how they pay security fees to the JTF to avoid raids. This 
is often done by a collective group of camp owners in a local 
community, but does not guarantee they will not be targeted if a 
clampdown is ordered. 

b. Collection of “transportation tax”: Some members of the JTF and 
Marine Police collect cargo-by-cargo “transportation taxes” from 
boats carrying stolen crude or illegally refined products. Essentially 
a kind of protection money, these fees grant vessels open passage 
through the transport corridor. During their routine patrols of the 
inland waterways, officers will stop vessels and demand payments 
in cash. Interviewees claimed that there is a flat rate fee for each trip; 
however sometimes the amount varied depending on how much 
product a ship was carrying (pay-by-volume). 

c. Collection of “regional security payments” for ongoing protection: 
In some cases, camps in a given area pool their funds to make 
“regional payments” to security force members involved in 
protection rackets. The location, size and number of camps involved 
all seems to affect the level of payments made to the JTF and others. 

 
Impact of Artisanal Refineries on the Revenue Generation of the Federal 
Government of Nigeria 

Premium Times reported on November 22, 2013 that the business of oil theft 
and illegal oil refining in the Niger Delta region has become so brazen and 
now made up of a network involving communities, government officials, 
oil workers and security agencies. It posits that oil is being stolen at an 
industrial scale estimated to be about 150,000 barrels per day. Part of the 
stolen crude is sold internationally, but at least one in every four barrels of 
crude stolen is locally refined using artisanal refining methods. The report 
claims the illegal refining industry is worth several billion annually and the 
same political and security officials are among those profiting as the 
business is rapidly growing. The illegal refineries do not drill but tap from 
the established oil companies at the point of transporting the crude from 
one point to another. In a paper presented by the Executive Secretary, 
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Nigeria Extractive Industries Transparency Initiative (NEITI) Zainab 
Ahmed on 17thJuly 2013, it was pointed out that, there is constant loss of 
revenue by oil companies and government.19 The findings showed that the 
grand total volume of crude oil lost by major oil companies like SPDC, 
Chevron and NAOC from oil theft and sabotaging during the audit period 
of 2009-2011 was 136,409,573 billion barrels with a total monetary value of 
over $10,992,776,474. The highest loss of crude oil due to theft and sabotage 
was sustained by SPDC and that 89,839,689 billion barrels compared to 
Chevron’s 28,329,444 billion barrels and NAOC‟s 18,240,440 billion barrels 
during the audit period. The total value of annual loss due to theft and 
sabotage for SPDC, Chevron and NAOC was highest in 2009 ($ 
4,309,930,493.83) and lowest in 2010 ($ 2,290,671,464.70). Further records 
indicate that N1.737 trillion was the total value lost due to crude oil theft 
and sabotage and annual loss was N578, 990 billion and daily loss was over 
N1.586 billion. Recent reports have also indicated loss of revenue by IOCs 
in recent years. For example, the Nigerian National Petroleum Company 
(NNPC) reported losses of N267.14 billion, N197.49 billion and N82 billion 
in 2105, 2016 and 2017 respectively. In contrast, the NNPC budget shows 
operating surpluses of N466.94 billion, N334.04billion and N601.15 billion 
for the three years. The NNPC N82billion operating loss in 2017 was an 
improvement from 2015 and 2016, but far from the operating income it 
budgeted for at N360.1billion. 
 
The improvement can be attributed to higher prices of crude oil as some of 
the losses incurred can be attributed to global economic force such crude oil 
price. Crude oil prices climb to 80 dollars per barrel in 2017 for the first time 
since 2014. The crude oil market has continued to push higher as 
geopolitical concerns drove trading, with the global benchmark Brent crude 
reaching a high of 80.33 dollars per barrel before retreating to 80.16 dollars 
per barrel. Global security concern has also contributed to the price of crude 
oil. For instance, the President of the United State of America, Donald 
Trump’s decision to withdraw from an international nuclear deal with Iran 
and revive sanctions that could limit crude exports from OPEC‟s third 
largest producer has boosted oil prices. 
 
In Nigeria, Shell Petroleum Development Corporation (SPDC) is the largest 
production company among the IOCs. The Nembe Creek Trunk Line 

                                                             
19Blankson (n 10). 
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(operated by AITEO E & P) and the Trans Niger Pipeline (TNP) are the two 
major pipelines used by SPDC and other producing companies operating 
in the eastern Niger Delta to pump crude oil to the Bonny Export Terminal 
in Rivers State. In the Western Niger Delta, the Trans–Forcados Pipeline 
(TFP) is operated by Heritage Oil. The TFP is the major trunk line in the 
Forcados pipeline system with an export capacity of 400,000 barrels of oil 
per day and the second largest to the Bonny Pipeline System. This Day 
newspaper, 18th May 2016, reported the loss of 250,000 barrel per day by 
the IOCs and Nigerian companies due to the closure of the TFP system. 
Similarly, This Day Newspaper, May18th, 2018, also reported the 
suspension of Bonny Light Crude export after an outage prompted SPDC 
to declare force majeure. The force majeure, which took immediate effect, 
followed the shutdown of the Nembe Creek Trunk Line. However, SPDC 
did not disclose the volume of oil affected by the force majeure declared, 
but it is expected to be around 195,000 barrels per day at that point. So far, 
the loss in revenue recorded by IOCs and Nigerian companies are as a result 
of shutdown of the major trunk lines and global security. The role of 
artisanal refining in company revenue was not highlighted. The estimated 
volume of missing crude and other monetary value was not also 
highlighted. 
 
Benefits of Harnessing the Homegrown Solution for Petroleum Refining 

Improving the capacities of artisanal refineries in the Niger Delta through 
R and D will benefit the Nigerian government by creating additional 
revenue. Studies have shown that countries that increased refining 
capacities seem to have gained from their linkages with oil production.20 
Some may argue that since production from artisanal refineries is low, they 
may not notably impact in the Nigeria economy. This is not necessarily true. 

An analysis of Chinese national oil companies operating in Africa and 
central Asia suggests that new technologies enable some oil projects to 
operate profitably.21 In countries such as Chad, where the French and U.S. 
oil companies felt that refinery projects would not be viable, oil projects 

                                                             
20 J. Clark, The Political Economy of World Energy: A Twentieth Century Perspective (Harvester: 

Wheatsheaf. 1990) 67. 
21 W. Jiang, ‘Fueling the Dragon: China’s Rise and its Energy and Resources Extraction in Africa’ 

[2009](9)The China Quarterly. 585-602. 



The Journal of Environmental and Human Right Law      Volume 1, Issue 2, 2021 

 

35 
 

have instead proved to be beneficial to the local economy.22 A recent 
analysis by the International Monetary Fund found that a new refinery built 
by the Chinese National Petroleum Corporation (CNPC) in Chad is 
economically viable, providing adequate margin between the costs of 
production and the income from refined products.23 
 
Benefits that the Nigerian state can gain from supporting larger production 
volumes from artisanal refiners include increased economic diversification 
resulting from linkages with other firms, a more reliable supply of 
petroleum products, creation of new employment, reduction of poverty 
and reduced income inequality. More refineries are needed in Nigeria for 
strategic reasons. They will help improve the nation’s gross domestic 
product. Since the Nigerian government is advocating increased participa-
tion in agricultural activities, harnessing the homegrown solution for 
petroleum refining complements increased agricultural productivity. Farm 
machinery requires petroleum. The byproducts of petroleum refining are 
useful for agricultural purposes. Most pesticides and many fertilizers are 
made from petroleum. The use of chemical pesticides and fertilizers 
increases agricultural productivity. 
Legalizing and scaling up production from artisanal refiners will foster 
improved security in the Niger Delta. Unemployed youths are influenced 
to engage in militant activities and the destruction of oil pipelines, forcing 
the federal government to depend mainly on the importation of refined 
products from other countries. Artisanal refineries offer the youth 
alternative employment opportunities. The frequent crises in the Niger 
Delta region between 2002 and 2006 paralyzed the oil sector, making 
Nigeria dependent on imported petroleum products. Funso Kupolokun, 
the group managing director of the Nigerian National Petroleum 
Corporation, once asserted that Nigeria depended 100% on imported 
petroleum products when the nation’s four refineries were closed due to a 
damaged supply line while militants fought for local control of the Niger 
Delta’s oil.24 
 
 

                                                             
22 R. Dittgen, and D. Large, ‘China’s Growing Involvement in Chad: Escaping Enclosure? (2012) 
SAIIA Occasional Paper 116. China in Africa Project. SAIIA, <http://www.saiia.org.za/occasional-

papers/chinas-growing-involvement-in-chad-escaping-enclosure> accessed May 12 2020. 
23Ibid. 
24Blankson (n 10). 
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CONCLUSION 
Today, and in Nigeria, illegal petroleum refineries no doubt plays a pivotal 
role in the local economy serving a source of creativity, innovation, job 
creation and income for the poor. Yet it attendant a consequence that 
constitutes failure to the Nigerian state cannot be over emphasized. This is 
regardless of the growing agitations that same be decriminalized. From the 
law books and government’s perspective, oil theft, in all its ramifications, 
borders on criminality and economic sabotage but here in the local 
communities, the perception is different altogether; previous efforts to 
combat oil theft and illegal refining of crude oil have been unsuccessful so 
far, because the communities were not carried along in the campaign. We 
all stand before history, individuals and governments have the privilege to 
choose where they stand: light or darkness, oppression or liberation? 

Undoubtedly, the creek boys have broken the camel’s back of tech-transfer 
- after 50years of the failure and trillions in capital flight. They have gotten 
the fundamental know-how on crude refining in term of processing, 
fabricating components/tools and installing. Nigeria makes N34bn daily 
from Niger Delta! The multinationals lose about half, yet both cannot make 
fuel available and cheap for its people even to light lanterns. Like drug war 
world over, the battle over illegal refineries and related crime cannot be 
won by the barrel of the gun. As the communities’ living environment 
worsens because of equipment failure and oil released into the environment 
as part of the refining process, fishing and farming livelihoods deteriorate 
as water sources are contaminated. 
 
Unless the economic and political drivers of crude oil theft are dealt with 
through a credible and more appropriate strategy, the stability of Nigeria’s 
oil sector could worsen. This risks a return to instability and the country’s 

primary revenue stream being locked in. An urgent multi-stakeholder 
response is required of government, civil society and the oil majors to 
combine efforts to raise awareness of the health and environmental impacts 
of illegal oil refining. It is interesting to note that the recent increase in oil 
thefts is not far from the doings and un-doings of government agencies 
especially as it pertains to the investigations, arrest, detention, and 
prosecution of offenders. For example, there are plethora of cases making 
the dailies wherefore law enforcement agencies especially the Nigeria 
Security and Civil Defence Corp (NSCDC), without charging suspects to 
court after arrest, dissipate energy in burning artisanal refineries. This is 
totally unacceptable. The words of professor Oluyede while commenting 
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on the five meanings attributable to the rule of law is very instructive, when 
he stated as follows: 
‘The rule of law means that all governmental departments and 
functionaries must be able to justify their actions according to law’ 
 
RECOMMENDATIONS 
The following recommendations have been made by this paper: 
1. Cutting off national, regional and international markets for stolen 

crude  

Illegal oil refining relies almost exclusively on the international trade in 
stolen crude, which consumes an estimated 75% of all volumes stolen. The 
oil tapped and delivered to local refining camps is their payment for staying 
in business and consumes only a small part of their costs. As such, 
addressing Nigerian oil theft’s transnational dimensions could have 
positive knock-on effects for the fight against the social, economic and 
environmental damage caused by illegal oil refining. 
So far the government has focused more on interrupting production and 
sales of illegal refined products, diesel and kerosene than on the main game 
of stopping the supply of stolen crude oil. 
The Nigerian government should articulate a strategy for dismantling the 
trade in stolen crude oil. The strategy should include measures for 
interdicting shipments of stolen oil, following the money trail and tackling 
associated security and environmental concerns. Oil companies should turn 
off pipelines with known tapping points to help curtail supply from the 
system. Civil society should demand that the Nigerian government takes a 
proactive, holistic response to oil theft that addresses the trade’s immediate 
manifestations and root causes. 
 
2. Addressing high unemployment and poverty 

High unemployment and poverty were regularly cited as the primary 
drivers of illegal oil refining. Although good socio-economic data for the 
region is scarce, government surveys found that at least half of residents in 
the Delta lived on $2 or less a day and spent over half of their total incomes 
on food. Because of the large amounts of money made from this illegal 
trade, the traditional forms of livelihood are not viable for ‘ex-bunkerers’. 
Fishing, farming, mat and basket weaving, carpentry, welding and 
bricklaying cannot compete with the income generated through illegal oil 
refining. It is estimated that ground-level workers in the business earn 

significantly more than in any other local job. 
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Against this harsh backdrop, illegal oil refining creates employment in a 
region rife with formal unemployment. Failure to address the lack of jobs 
will increase the chances of another destructive wave of militancy financed 
in part by the growing illegal oil refining economy. However, if new 
economic opportunities can be supported and jobs created, much more will 
be at stake and the risks higher for those who might become part of future 
violence in the Niger Delta region. 
The Presidency must lead a unified response by the Amnesty Committee, 
Niger Delta Development Commission (NDDC), Ministry of the Niger 
Delta and the local States to provide a strategic plan that will ensure the 
rapid delivery of infrastructure and training necessary to support the future 
economies of the Niger Delta. Oil companies should support government 
plans to support the future economies of the Niger Delta by focusing efforts 
on access to fuel and electricity across the region. Civil society could 
identify actionable strategies along key value chains to support economic 
diversification in the Niger Delta and demand more from the money paid 
by the IOCs to NDDC and others. The international community should 
focus efforts on generating employment opportunities as alternatives to 
crude oil theft. 
 
3. Providing public services and access to private goods and services 

The Niger Delta suffers from significant economic dysfunction at the local 
level. Communities are rural, isolated, and live in a hand-to mouth 
existence. For most people, the village is the basic unit of economic life - an 
estimated 94% of the area’s 13,000 settlements have fewer than 5,000 
residents. Subsistence-level farming, fishing, gathering and trading occupy 
perhaps 80% of the workforce. 
Supplies of power, water, transport, and communications services are 

particularly inadequate in the remote areas where most illegal oil refining 
takes place. The lack of infrastructure across the Delta raises the costs and 
risks of starting local businesses. For some communities, participation in 
illegal oil refining generates desperately needed cash to send their children 
and wards to school and get other sundry needs. 
 
4. Filling the local petroleum products supply gap 

Supplies of legal diesel, petrol and kerosene to the Niger Delta have been 
inadequate for years. The ‘fuel poverty’ faced by many in the Niger Delta 
was highlighted in the 2012 report by the Farouk Lawan committee on fuel 
subsidy fraud. It stated that of the 24,226 retail outlets across the entire 
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country, there were only 68 in Bayelsa (the lowest), as compared with 742 
in Delta and 719 in Rivers. The second lowest was Zamfara with 207 and 
highest Lagos with 1751 retail outlets. The product supply gap has occurred 
for the following reasons: 

a. Refinery dysfunction: 

NNPC’s four petroleum refineries chronically underperform, 
typically running at around 20% of installed capacity. The three 
facilities in Warri and Port Harcourt produce only small amounts of 
kerosene and diesel. Past subsidies on diesel and kerosene 
discouraged the private sector from building new refineries. NNPC 
retains a de-facto monopoly over kerosene, operating a nationwide 
distribution scheme that has been accused of being corrupt, 
inefficient and inadequate to meet demand. Illegally refined 

products sell in the Delta at discounts over legal products and gifts 
to communities of illegally refined kerosene may impact on the 
prices or supply in the region. This research estimates the total 
petroleum supply coming from the camps could be around 40% so 
it is bound to have an impact on demand for legal products. 
 

b. Insecurity: 

The militancy and other unrest of 2005-09 further damaged 
infrastructure and chased legitimate suppliers out of the Niger Delta 
market for kerosene and diesel. 
 

c. Poor transport and sales infrastructure: 

High transport costs discourage legal product sales into the Niger 
Delta. NNPC controls the region’s product pipeline network, much 
of which sits idle due to poor maintenance and sabotage. 
Transporting products over land can be prohibitively expensive 
given the Delta’s poor roads and difficult riverine terrain. The Niger 
Delta’s energy needs will continue to rise as its economy and 
population density grow. Absent major shifts in local energy supply 
patterns, the demand for illegally refined diesel and kerosene will 
probably keep pace. The region desperately needs an adequate and 
reliable distribution network for legal diesel. The challenges to 
achieving this are daunting yet must be tackled. 
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5. The Nigerian government should facilitate a Niger Delta energy 
needs assessment.  

A comprehensive modeling exercise should evaluate what infrastructure 
and product flows would be needed to ensure a sufficient supply of legal 
products to the region. Push ahead with the deregulation of the 
downstream sector including the supply of kerosene and address the 
challenges that make large scale refining unattractive for private investors 
in Nigeria. 
Remove tariffs on solar lanterns to allow citizens greater access to 
alternative and renewable solar products to light homes and businesses in 
a clean, low cost and sustainable manner. Support decentralized and 
private sector-driven energy distribution systems. Create incentives for off-
grid power solutions for rural communities and other measures to reduce 
community reliance on diesel generators. 
 

6. Oil companies and private sector should Pilot projects to supply 
flared gas to micro power turbines.  

Support the creation of gas bottling plants as an alternative to kerosene 
stoves. Oil companies operating in the Niger Delta region should increase 
their corporate social responsibility through the encouragement and 
support the development and expansion of the local economy for rural 
inhabitants in the state such as providing electricity. This will adversely 
impact on the patronage of fake diesel and kerosene merchants who buys 
from artisanal refiners. 
 

7. Civil society should pilot advocacy for uptake of solar lamps to reduce 
local reliance on kerosene lamps as a light source. Push the Federal 
Government to develop a Niger Delta energy plan that includes off-grid 
solutions that reduce local demand for kerosene and diesel. 
 

8. Proper orientation of security agencies 
Law enforcement agencies must ensure that they observe the spirit and letters 
of the law in carrying out their functions, duties and responsibilities at all 
times. And what is more on this point, the provisions of the Hydrocarbon Oil 
Refineries Act, is most apposite an authority as this is not the rightful place to 
dig into matters relating to procedure. The homegrown solution for petroleum 
refining in the Niger Delta can be harnessed for petroleum refining in Nigeria. 
This requires the efforts of the Nigerian government and research institutions 
in Nigeria. Federal government actions to destroy the indigenous refineries 
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should be reconsidered. Hindering development prevents operators from im-
proving artisanal refineries. This can be improved with focused research and 
development.  
 
9. Amendment of legal framework 
It is also important to review extant laws on refining of petroleum products. 
Such laws prohibit the use of indigenous technology for petroleum refining in 
the Niger Delta since they are not recognized by the state as credible for 
licensing purposes. For example, Section 3(1) of the Petroleum Act states that 
no refinery shall be constructed or operated in Nigeria without a license 
granted by the minister. The government through a well-articulated policy 
framework should formalize the activities of the indigenous refineries by 
licensing their operations in Nigeria.  
 
10. Establishment of modular refineries 
Rather than signing agreements with foreign countries to establish modular 
refineries (as Nigeria did with the U.S. in 2012), the government should harness 
home-grown solutions to oil refining, creating more petroleum products in the 
Niger Delta. If the local refiners are encouraged, the government could work 
with them and sell crude to them for refining. Legitimizing this type of 
strategic engagement could end petroleum theft, reduce environmental 
pollution and create more employment opportunities. 
 


