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Abstract: The study looked at the Russia-Ukraine war that causes surge in prices of crude oil and how Nigeria as an exporter of crude oil can 

utilized this opportunity of surge in crude oil prices in the international energy market by increasing its production capacity. The study revealed 

that Russia is the third-largest petroleum and liquid fuels producer in the world, after United States and Saudi Arabia and it is also a major 

exporter of crude oil. But the geopolitical risk related to Russia’s further invasion of Ukraine has contributed to higher crude oil prices where 

Brent, WTI, and OPEC's reference basket prices skyrocket to $117.01/b, $114.50/b and $101.22/b due to fears of supply shortages. Therefore, 

the paper recommended that Nigeria should increase its production and exports capacities in the periods of higher crude oil prices (especially 

now that crude oil prices reached above $100/b) in order earn higher revenue and to even meet its OPEC quota. Secondly, the dilapidated local 

refineries should be revived and new ones should also be constructed and well equipped with sophisticated equipment in order avoid exchange 

of crude oil for petroleum products with foreign refineries via third parties under DSDP. 
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Introduction 

After the Soviet Union's collapse in 1991, the successor states' 

bilateral relations have undergone periods of ties, tensions, 

and outright hostility. In the early 1990s, Ukraine's policy was 

dominated by aspirations to ensure its sovereignty and 

independence, followed by a foreign policy that balanced 

cooperation with European Union (EU), Russia, and other 

powerful polities (Shyrokykh, 2018) [21]. Russia and Ukraine 

have had no formal diplomatic relations since 24th February 

2022. The Russian Federation and Ukraine are currently in a 

state of war: Russia and Ukraine have been involved in 

conflict for the past eight years in 2014, Russia took 

advantage of political turmoil in the neighboring country to 

seize and establish military control over Ukraine’s southern 

Crimea Peninsula. Russia launched a full-scale attack from 

multiple directions on Ukraine on February 24, 2022, after 

several weeks of building up troops on the country's border. 

In response, NATO deployed troops to member states in the 

region while tens of thousands of Ukrainians fled the country 

and others took up arms against Russian soldiers (Made for 

minds, 2022). Since Russia invaded Ukraine across a broad 

front in February 2022, and to date an estimated 14,000 

people have been killed and an estimated 1.5 million 

displaced (History Extra, 2022) [11].  

Russia is the third-largest petroleum and liquid fuels producer 

in the world, after the United States and Saudi Arabia. It is 

also a major exporter of crude oil. Since mid-January 2022, 

the geopolitical risk related to Russia’s further invasion of 

Ukraine has contributed to higher and more volatile crude oil 

prices. Stronger petroleum demand as the Covid-19 pandemic 

has begun to ease and slower crude oil production growth 

have also put upward pressure on global crude oil prices 

(Energy Information Administration (EIA), 2022) [10]. In 

2020, the coronavirus pandemic resulted in crude oil prices 

hitting a major slump as oil demand drastically declined 

following lockdowns and travel restrictions. Initial outlooks 

and uncertainty surrounding the course of the pandemic 

brought about a disagreement between two of the largest oil 

producers, Russia and Saudi Arabia in early March (Statista, 

2022) [22]. Bilateral talks between global oil producers ended 

in agreement on April 13th, with promises to cut petroleum 

output and hopes rising that these might help stabilize the oil 

price in the coming weeks. However, with storage facilities 

and oil tankers quickly filling up, fears grew over where to 

store excess oil, leading to benchmark prices seeing record 

negative prices between April 20 and April 22 (Statista, 2022) 

[22]. 

Europe's Brent crude oil, West Texas Intermediate (WTI) 

crude oil, and OPEC's reference basket are three of the most 

important benchmarks used by traders as reference for oil and 

gasoline prices. Brent crude oil is a type of crude oil from the 

North Sea in Northwest Europe that is commonly used as a 

global benchmark. WTI crude oil is used as a U.S. benchmark 

and OPEC's reference basket are three of the most important 

benchmarks used by traders as reference for oil and gasoline 

prices (Statista, 2022) [22]. Recent trading of these benchmarks 

www.multiacademicjournal.com
https://en.wikipedia.org/wiki/Dissolution_of_the_Soviet_Union
https://en.wikipedia.org/wiki/Russian_Federation
https://en.wikipedia.org/wiki/Ukraine
https://en.wikipedia.org/wiki/2022_Russian_invasion_of_Ukraine
https://www.statista.com/statistics/466293/lowest-crude-oil-prices-due-to-covid-19/
https://www.statista.com/statistics/466293/lowest-crude-oil-prices-due-to-covid-19/
https://www.statista.com/topics/839/gas-prices/
https://www.statista.com/topics/839/gas-prices/
https://www.statista.com/topics/839/gas-prices/
https://www.statista.com/topics/839/gas-prices/


 

11 

 

International Journal of Multidisciplinary Academic Research 

has been more volatile lately than in the past. For example, on 

February 24th, 2022 the price of Brent crude oil ranged from a 

high of $105.79 per barrel (b) to a low of $97.56/b, an 

intraday price range of $8.23/b that is nearly four times the 

average range during 2021. The only other time since January 

2021 that the range exceeded $8/b was on November 26, in 

response to the World Health Organization’s identification of 

the coronavirus Omicron variant (EIA, 2022) [10]. The Brent 

crude oil price decreased on February 25, but developments in 

the Ukraine-Russia conflict and new sanctions placed on 

Russia over the weekend contributed to an increase in the 

Brent price on February 28. Subsequent news about Russia's 

further invasion has had significant effects on crude oil 

trading throughout the past week (EIA, 2022) [10]. 

Following reports that Russian forces further invaded Ukraine 

on Thursday, 24th February, 2022, the war between two 

countries has caused crude oil prices to skyrocket as fears of 

supply shortages mount (EIA, 2022) [10]. International 

benchmark Brent crude was trading as high as $117.01 per 

barrel a nine-year high for a 3.64% gain after closing the 

previous session at $112.90 per barrel. The Brent crude oil 

price last rose above $100/b in late 2014. American WTI 

traded at $114.50 per barrel at the same time for a 3.53% 

increase after the previous session closed at $110.60 a barrel 

(EIA, 2022) [10]. In a week since Russia first announced a 

military operation in eastern Ukraine, Brent surged to $117/b, 

posting a 19.3% rise from around $98/b on February 24. The 

oil price increase is driven by new sanctions imposed by 

Western countries against Russia, as well as possible counter-

sanctions by Russia, heightening concerns over supply 

disruptions (Statista, 2022) [22]. 

Figure 1 shows the trends of crude oil prices such as Brent 

crude oil prices, West Taxes Intermediate crude oil price and 

OPEC reference basket oil price from 1st February to 3rd 

march, 2022.  Prior to the conflict between Russia and 

Ukraine, the Brent crude oil price was $99.24/b on 1st 

February and reached $99.24/b on 14th February. WTI was 

$89.14/b on the 1st February and attend $93.10/b on the 14th 

February. OPEC reference basket oil price was $90.46/b on 

1st February and attend $95.10/b on the 14th February. When 

Russia invaded Ukraine on the 24th of February, 2022, the 

story on the crude oil price changed where Brent crude oil 

price was $101.29/b and settled at $115.36/b in March and 

WTI raised from $99.77/b on the 24th February and attend 

$107.69/b on 3rd March. While OPEC basket oil price raised 

from $101.22/b on 24th February to $117.06/b on 3rd March as 

shown in Figure 1.  

 

 
Source: Data from Countryeconomy.com 

 

Fig 1: Crude Oil Prices from 1st February to 3rd March, 2022. 

 

In summary, on the march of 2022, the average price of the 

OPEC basket so far this month is $111.05 per barrel, while 

the price was $94.21 dollars per barrel in February of 2022. 

Over last twelve months the price has raised by 71.98% 

(Bradstock, 2022) [6]. The OPEC Basket, is a weighted 

average of prices for petroleum blends produced by OPEC 

countries members of Algeria, Angola, Ecuador, Gabon, Iraq, 

Iran, Qatar, Kuwait, Libya, Nigeria, Saudi Arabia, Venezuela, 

and the United Arab Emirates. It is used as an important 

benchmark for crude oil prices. The oil price for Brent crude 

oils in March was $115.08 per barrel while the price was 

$97.13 per barrel in February of 2022. Brent crude is 

extracted from the North Sea and is also known as London 

Brent, North Sea Oil, Brent Blend and Brent petroleum. It is a 

light crude oil, slightly heavier than WTI, and sweet because 

of its low sulphur content and it is ideal for the refining of 

diesel fuel, gasoline. Brent oil makes up more than half of the 

world's globally traded supply of crude oil. Brent blend crude 

serves as benchmark price for purchases of oil worldwide. It 

is traded electronically via the ICE futures exchange. 

As the conflict in Ukraine continues, several African states 

could stand to benefit from rising oil prices as many countries 

look to develop their burgeoning oil sectors. With Big Oil 

eying several African countries as potential development 

areas for low-cost, low-carbon oil, this could be the 

opportunity they have been waiting for to develop their oil 

and gas sectors while demand for fossil fuels is still high 

(Bradstock, 2022) [6]. Since Russia invaded Ukraine in 

February, crude oil prices have soared reaching levels 

previously only speculated about, passing the $100/b mark. 

The Brent Crude benchmark has been steadily climbing from 

the beginning of the year and achieved almost $101/b in 

February, 2022. With Russia contributing between 25 to 30 

percent of the world’s crude oil supply, experts are worried 

about a potential shortage should other states impose 

sanctions on Russia (Bradstock, 2022) [6].  

https://www.eia.gov/todayinenergy/detail.php?id=50618
https://www.reuters.com/world/europe/eu-announces-new-russia-sanctions-with-us-others-including-swift-2022-02-26/
https://www.reuters.com/world/europe/eu-announces-new-russia-sanctions-with-us-others-including-swift-2022-02-26/
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At the moment, African continent produces just under 10 

percent of the world’s crude oil, with the oil-rich states of 

Nigeria and Libya providing the lion’s share. Of course, rising 

crude oil prices could negatively impact African oil-

producing states, but it also offers many the opportunity to 

push their crude oil exports at a time when there is little 

alternative.  This is being seen in Nigeria, which has been 

struggling to increase its crude output to pre-pandemic levels 

as OPEC has increased its crude oil quotas (Bradstock, 2022) 

[6]. Nigerian President stated in February that there is hopes to 

reap the gains of the increase in crude oil price, building on 

recent work on the country’s oil industry. Nigeria has 

introduced new reforms to support its energy sector, with the 

incorporation of the Nigerian National Petroleum Company 

Limited (NNPCL) as a limited liability company, which it 

hopes will become the largest and most profitable in the 

region (Bradstock, 2022) [6].  

Gone are the days when high crude oil prices meant a lot to 

Nigeria. It used to mean a massive boost in our foreign 

reserves. This enabled the country to meet its foreign trade 

obligations more comfortably without having to ration forex 

and could also boost our Excess Crude Account (ECA), where 

the difference between the crude oil budget price and the 

actual income is saved for the rainy day. And, of course, there 

would be plenty to share at the monthly meeting of the 

Federation Account Allocation Committee (FAAC). The 

fortune is so bad today that even if crude oil sells for $200, 

there is no guarantee that states would be able to pay salaries 

which doesn’t make sense (Kolawole, 2022) [14]. 

Indeed, the question to ask here is when was the last time high 

crude oil prices really made sense to Nigerians? Looking at 

this question in terms of foreign reserves, revenues and 

savings, there is need to narrowly go back to the periods of 

1999-2007 under president Olusegun Obasanjo and 2007-

2010 under President Umaru Musa Yar’Aduwa which are 

politically elected presidents (Kolawole, 2022) [14]. In the first 

eight years Obasanjo from 1999 to 2007, crude oil price 

averaged $44/b, the lowest average being $17.9/b in 1999 and 

the highest being $72.52/b in 2007. Production averaged was 

2million barrels per day (mbpd), with a height of 2.7mbpd 

sometime in 2005. Obasanjo paid $12 billion to settle foreign 

debts and still left the country with $43.13 billion in external 

reserves, $9.43 billion of which was in ECA. The exchange 

rate, which was N80/$, became N125/$ (Kolawole, 2022) [14]. 

Again, 2007-2010 administration under Yar’Aduwa, when the 

country also enjoyed relatively high prices with a peak of 

$147/b and hit a rock-bottom of $31/b, reserves went as high 

as $62 billion the highest in country’s history while the ECA 

component exceeded $20 billion. Crude oil production 

averaged 2.2mbpd. But exchange rate shifted from N125/$ to 

N146/$ as the CBN tried to manage the country’s reserves in 

the midst of a major global economic crisis of 2008-2009 

(Andudu, 2022) [4]. The death of Yar’Aduwa gave his vice 

Goodluck Jonathan the privileged to became the president. 

Jonathan was in the saddle between 2010 and 2015, with the 

yearly average crude oil price of $79.47/b in 2010; $111.26/b 

in 2011; $111.63/b in 2012; $108.56/b in 2013; $98.97/b in 

2014 and $52.32/b in 2015 respectively. Crude oil production 

averaged 2.5mbpd. By the time he left office in 2015, the 

reserves were down to $30 billion, with ECA having just $2 

billion despite high crude oil prices and high production 

figures. The exchange rate also moved from N146/$ to 

N197/$. At that time the parallel market was touching 

N220/$, a significant departure from the steady difference of 

roughly N5 that had prevailed for years. In the last moments 

of Jonathan’s administration, the finance minister said the 

country has to borrow to pay salaries (Kolawole, 2022) [14]. 

Moreover, from 2015 to date under president Muhammadu 

Buhari, crude oil has averaged $61 per year so far and met the 

average of $52.32/b in 2015. It went down to $43.47/b in 

2016, moved to $54.25/b in 2017, up again to $71.34/b in 

2018, down to $64.30/b in 2019, dropped to $41.96/b in 2020 

(remember Covid-19 pandemic), recovered to $70.68/b in 

2021 and has averaged $86.51/b thus far in 2022 which is for 

the first time since 2014, crude oil price hit $100/b at the 

commencement of the Russian attacks against Ukraine in 

February, 24. Given the country’s 2022 budget benchmark of 

$62/b, the country should be saving almost $38/b. instead of 

smiling to the bank, country’s foreign reserves, oil revenue 

and ECA gaining weight the country is in pains (Kolawole, 

2022) [14]. 

The country supposed to take this great advantage of higher 

oil price but the obstacle to this is the country is not producing 

enough crude oil to take this advantage. The crude oil price is 

high but quantity is low. Since Buhari came to office in 2015, 

the country has consistently been averaging less than 2mbpd 

production capacity (Andudu, 2022) [4]. There was even a time 

the country is producing less than 1mbpd because of frequent 

attacks by the Niger Delta Avengers at a time prices were also 

low. The country’s OPEC quota intended to shore up crude 

oil prices is currently 1.683mbpd but produce only 1.46mbpd 

in January. The country’s budget is projected based on a 

production of 1.88mbpd and this make the budget in a 

peculiar mess (Kolawole, 2022) [14]. 

There are other issues some induced under Buhari 

administration and others before him which have combined to 

lace injury with insult. For one, even the 1.46mbpd that is 

currently produce is not so much to the country’s advantage. 

According to NNPC’s financial report for August 2021 (its 

latest), Nigeria’s share of production from June 2020 to July 

2021 was a mere 28% of the total of 682.55 million barrels. 

That came to 129,981,717 barrels for the 12 months. By 

contrast, we used to get about 40% share when production 

levels were close to 1 billion barrels in a year, out of which 

the country had for export and domestic allocation (Andudu, 

2022) [4].  

The share of crude oil production is divided into two: 

federation export and domestic crude allocation. It is from 

federation export we are supposed to earn foreign exchange 

while domestic crude allocation is supposed to make fuel 

available locally through the refineries. Because NNPC has 

been saddled with the full responsibility of making fuel 

available at N165 pump price per litre by all means necessary, 

domestic crude allocation now takes priority over export 

(Andudu, 2022) [4]. Thus, more than half of Nigeria’s share of 

crude oil production is allocated to the NNPC for the dead 

refineries. That leaves us with just about 200,000bpd to 

export on a good day and it could be less than that if crude oil 

production is disrupted (Andudu, 2022) [4]. 

NNPC uses the domestic allocation to import petrol under the 

direct sale direct purchase (DSDP) scheme. DSDP is the 

sophisticated name for trade by barter: please give me 

petroleum products worth $1 billion in exchange for crude oil 

worth $1 billion and it’s done through third parties. The 

immediate benefit is that DSDP guarantees steady supply of 

products fair enough, since the country’s refineries are not 

working and will never work, no matter the sweet-coated 

promises made by every government since 1999 (Andudu, 
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2022; Ige, 2022) [4, 12]. Unable to build our reserves as a result 

of the country’s low share of production despite high crude oil 

prices, we have fallen head over heels for petrol subsidy. It is 

expected to gulp N3 trillion this year alone (Ige, 2022) [12]. In 

a country that is spending most of its revenue on debt service, 

where government is borrowing massively to finance its 

budget, where many states cannot pay salaries, Nigeria spent 

N210 billion on petrol subsidy in January 2022. Because of 

this huge bill, NNPC remitted zero revenue from domestic 

crude to the federation account as all went into subsidy. 

NNPC had also deducted N270 billion in December 2021 for 

subsidy (Ige, 2022) [12].  

Therefore, it is against this background that this paper intends 

to look at whether high crude oil prices caused by Russia-

Ukraine inversion can be of great advantage to the Nigerian 

economy to increase its production capacity and earn more 

from crude oil exports. The rest of the study is divided into 

review of past studies, conclusion and recommendation. 

 

2.0 Review of Literatures 

This section includes the review of previous studies on the 

nexus between crude oil prices and the performance of the 

economy through macroeconomic variables. Starting with 

work of Apere (2017) [5] using vector autoregressive 

regressive (VAR) on the data from 1980:1 to 2015:4 showed 

that crude oil price increase has significant positive effect on 

inflation within the context of Nigerian economy. Musa et al. 

(2019) [17] who reported that crude oil price increase has 

significant positive impact on economic growth in Nigeria 

from 1982 to 2018 through Autoregressive distributed lag 

(ARDL) model. Again, in the case of Azerbaijan economy, 

Mukhtarov et al. (2021) [16] also reported that crude oil price 

increase has positive effect on national income and negative 

effect on exchange rate through the Structural Vector 

Autoregressive (SVAR) method for the 1992-2019 periods. 

By considering Indian economy Sarmah and Bal (2021) [20] 

revealed that crude oil price increase has positive effect on 

domestic inflation and negative effect on the economic 

growth using SVAR on the monthly data from April 1997 to 

July 2016. But Agbo (2020) [2] reported that both positive and 

negative movements in crude oil prices have negative and 

insignificant effects on Nigeria’s inflation rate and there is 

absence of asymmetric effects between the variables using 

Nigeria as a case study from January 1997 to August 2020 

through nonlinear autoregressive distributed lag (NARDL) 

model. Ighosewe, Akan and Agbogun (2021) [13] reported that 

in the short-run, fluctuation in crude oil price improved the 

Nigerian economy significantly. However, in the long-run, 

both fluctuation in oil Price and Kerosene pump price 

fluctuation significantly improve the Nigerian economy from 

1984 to 2019 using ARDL. In another development using the 

case of Nigerian economy, Agu and Nyatanga (2021) [3] 

argued that expected crude oil price has a significant and 

positive effect on inflation both in the long-run and short-run 

in Nigeria using ARDL.  Adesete and Bankole (2020) [1] 

applied SVAR and their result shows that oil price shock has 

a negative impact on the selected macroeconomic indicators 

such as economic growth, import, investment, inflation, and 

the exchange rate except export in the long-term. Olayungbo 

and Ojeyinka (2021) [18] their findings from both the long-run 

and short-run results show that petroleum prices in Nigeria 

respond asymmetrically to changes in crude oil prices. 

Specifically, positive changes (increase) in crude oil prices 

produce a larger and stronger effect on petroleum prices than 

the effect of negative changes (decrease) in crude oil 

prices. Raifu, Aminu and Folawewo (2020) [19] reported from 

linear ARDL that changes in crude oil prices have little or no 

significant effects on unemployment rate. The NARDL results 

indicate that an increase and a decrease in crude oil prices 

have an insignificant positive effect on unemployment in the 

short-run. However, in the long-run, an increase in crude oil 

prices worsens unemployment situation, while a decrease has 

insignificant reducing effect in Nigeria.  

In summary, the previous studies done on crude oil prices and 

macroeconomic performance from country wide evidence and 

cross-country evidence revealed that increase in crude oil 

prices causes inflation as shown by Apere (2017) [5], Sarmah 

and Bal (2021) [20], Agu and Nyatanga (2021) [3] and Adesete 

and Bankole (2020) [1] using different techniques. But 

according to Musa et al. (2019) [17], Mukhtarov et al. (2021) 
[16], Ighosewe, Akan and Agbogun (2021) [13] as well as 

Adesete and Bankole (2020) [1] increase in crude oil price 

brings about positive changes on economic growth. Similarly, 

Olayungbo and Ojeyinka (2021) [18] shows that crude oil price 

changes cause changes in domestic petroleum pump price and 

Raifu, Aminu and Folawewo (2020) [19] showed that increase 

in crude oil prices worsens unemployment situation in 

Nigeria.  

 

3.0 Conclusion and Recommendation 

The study looked at the impact of Russia-Ukraine war on 

prices of crude oil and how the surge in crude oil prices can 

either be of benefit or otherwise to the Nigerian economy. 

Based on that the study conclude that despite high crude oil 

prices in the international energy market, the country is not 

smiling because its crude oil export is low as a result of low 

crude oil production leading to inability to even meet its 

OPEC quota. Secondly, the country’s share of current 

production is miserable. Thirdly, NNPC takes the bulk of 

Nigeria’s share to exchange for petroleum products with 

foreign refineries via third parties under DSDP. That means 

the country cannot earn substantial foreign income from 

federation export. Fourthly, domestic allocation is used to 

subsidise petrol. As a result, revenue to federation account 

cannot grow and NNPC sometimes remits zero kobo, blaming 

subsidy, pipeline repairs, crude theft and such like. 

Therefore, the study recommended that the country should 

increase its production and exports capacity in the periods of 

higher crude oil prices (especially now that crude oil prices 

reached above $100/b) and to even meet its OPEC quota. 

Secondly, the death local refineries should be revived and 

new ones should be constructed with sophisticated equipment 

in order avoid exchange of crude oil for petroleum products 

with foreign refineries via third parties under DSDP. This 

implies that the country can earn substantial foreign income 

from federation export. Thirdly, NNPC should remits despites 

subsidy, pipeline repairs, and crude theft among others. All 

these will make the country to put smile on the faces of its 

citizens. 
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