A SURVEY OF FUEL HIKE AND ITS IMPLICATIONS ON FOOD PRODUCTION AND SUPPLY IN NIGERIA

ABSTRACT

Everybody appreciates the fact that when motorists pay more for fuel, the transport fare increases. This has been the case even when the increase is only marginal.

The study specifically was aimed at ascertaining if fuel price hike affects food production and supply in Nigeria. 

The study adopted the survey research design and randomly enrolled participants in the study. A total of 100 responses were validated from the enrolled participants where all respondent are residents in Lagos State.

The study concludes that the economical effects, without auguring for or against subsidy removal are negative. The Government of Nigeria would have to consider these effects now or deal with it In the near future.

CHAPTER ONE

INTRODUCTION

BACKGROUND OF THE STUDY
A historical examination of the Nigerian economy and its expansion reveals farming as the primary economic sector and the source of foreign exchange. Agriculture accounted for more than 80% of export profits and salaries in the 1960s, but over time, it contributed for around 65 percent of economic growth.

Agriculture contributed 34 percent of GDP in 1970 and 50 percent of GDP in 2003 (Daramola, 2004). Agriculture currently accounts for 41 percent of the actual economy, while crude oil accounts for 13 percent. Agriculture contributed around 50% of GDP in 1970 and 34% in 2003 (http://www.datallytics.com/). Daramola (2004) defines formalized formalized formalized formalized formalized formalized formalized formalized formal Currently, agriculture accounts for 41% of real industries, while crude oil accounts for 13%. Despite the fact that agriculture is no longer the primary contributor to Nigeria's GDP and the primary source of foreign exchange revenue, the oil industry as a whole has experienced phenomenal growth.

Agriculture also predominates in terms of jobs and ties to the rest of the economy, as Abayomi points out (1992). Agriculture is the most important industry for the great majority of Nigerians, employing two-thirds of the workforce and accounting for one-third of GDP 2002 (Agro-Ind) (http://www.datallytics.com/). The growth of Nigeria's oil sector in the early 1970s caused significant structural adjustments in the economy. In response to the oil boom, government expenditure has increased, promoting a variety of other economic activities such as infrastructure construction, the establishment of new institutions, the expansion of existing institutions, and the importation of consumer goods. These advancements have aided the naira's appreciation (Dutch disease), but there has been no commensurate rise in commercial agricultural commodities (Kwanashie et al., 1998; J. Olusi and M. A. Olagunju, 2005; A.T. Edun, 2012). Human and animal factors drive the majority of the energy need for agricultural output. The usage of petroleum products in agricultural production has been documented. The use of motorized water and diesel-powered tractors for agricultural mechanized activities demonstrates this modest but significant advantage over human and animal power (Sambo,2005). Meanwhile, a robust and productive agriculture sector will allow a country to feed its growing population, create jobs, trade, and supply raw materials to businesses. Agriculture has a multiplier effect on the socioeconomic and industrial fabric of any country due to its multipurpose existence.
STATEMENT OF PROBLEM

Nigeria is one of the countries where the price of its indigenous oil has risen since the 1970s (Adenikinju, 2012). This is because, in addition to its three main refineries, Nigeria still imports petroleum products to fulfill domestic demand. The downstream crisis in Nigeria's petroleum sector was thus a major issue for the majority of residents. This is because the country's constant rise in gasoline costs was caused not just by bunker vandalism, oil spills, and the behavior of certain vendors, but also by refinery inefficiencies. This has an impact on the country's economy due to continual fuel supply constraints, which lead to environmental and economic difficulties.

The finding of crude oil has had both a good and negative impact on Nigeria's agricultural production. On the negative side, this may be seen in the inhabitants of neighboring communities when petroleum wells are exploited. Any of these communities is also subjected to environmental devastation, resulting in a lack of agricultural production, mostly for sustenance. It also has an impact on other social and economic factors. As a result, the purpose of this study is to critically examine the impact of fuel price increases on food production and supply.
OBJECTIVES OF THE STUDY

The following are the primary objectives

1. To investigate the causes in the hike of fuel prices in Nigeria

2. To investigate if the causes in the hike of fuel prices affect agriculture and food production in Nigeria

3. To investigate how much it has affected the economy of the nation

RESEARCH QUESTIONS

1. What are the causes in the hike of fuel price in Nigeria ?

2. Does these causes in the hike of fuel price affect agriculture and food production in Nigeria ?

3. How much of an effect has it been to the economy of the nation ?

SIGNIFICANCE OF THE STUDY

This study will be of great significance to the government as the navigate ways on how to curb the menace of the hike in fuel prices.this study will also serve as a reference material to student and researchers who may want to carry out further research on this study

SCOPE OF THE STUDY

This study will focus on the implication of fuel hike in food production and supply in Nigeria and the intending harm it will do in the future.the resident of Lagos state will be the sample respondent to this study

LIMITATION OF THE STUDY

The major limitation the researcher encountered while carrying out this research work were the issues of finance,unavailability of materials and time factor to combine both research work and academic work.

DEFINITION OF TERMS

FUEL HIKE: This is a sudden or large increase in the price,rates and quantity of fuel

FOOD PRODUCTION: This is a process of preparing food by converting raw materials into finished products in the home or food processing industries

CHAPTER TWO

LITERATURE REVIEW

Concept of Price hike 
According to a report published in New Age on Sunday, quoting statistics available with the Trading Corporation of Nigeria, the prices of coarse rice, electricity and fuel oil have all gone up by 60 per cent and more between 2009. Meanwhile, the Consumer Association of Nigeria reports that house rent in the capital spiked by a staggering 80 per cent in the past six years. The association also reports that the cost of living increased 6.82 per cent, from 2013 to 2014, on the back of rising house rent, utility bills and prices of some essential commodities.  Among all those commodities the sharp volatility in food prices over the last couple of years has raised serious concerns about the Food and nutrition status of the poor in developing countries like Nigeria. Most importantly, soaring food prices implies that a higher share of the family income is allocated for buying food. The most recent estimates from FAO show that 75 million more people were thrown below the hunger threshold due to the impact of high prices in 2014, and another 40 million in 2013, bringing the total number of undernourished people to 963 million (Blein and Longo 2013). In 2014, the food price index calculated by World Bank rose by 19 percent, compared with 12 percent the year before. Soaring of price levels have different effects across the countries and population groups.

In fact, the price of rice jumped to unprecedented levels in March 2008. These higher food prices have different effects across the countries and population groups. At the household level, surging and volatile food-grain prices hit those who can afford it the least – the poor and food insecure. The poor households usually spend around 50 to 60 per cent of their overall budget on food. It implies that a doubling of food prices will compel families to spread their entire income on food-as is often the case– they are simply forced to eat even less. Those on US$ 1 a day are cutting back on the number of meals (Raihan 2009).

The recent price hike of food stuffs, especially cereals, has created extreme hardship for many households, more particularly disadvantaged people of Nigeria. Many of them cannot meet their needs and end up consuming much less food than required. This situation is more severe for the ultra poor households, whose food vulnerability increases due to their greater dependency on wage labor and/or low-income activities.

Although the nominal wages of the poor have gone up in early 2008, real incomes have drastically dropped in Nigeria (Mandal et al. 2008; and Hossain 2008). Thereby, income inequality has raised Gini coefficient from 0.451 in 2000 to 0.458 in 2010.

Moreover, According to the 2005 household and income expenditure data, these food items account for more than one-third of the annual household expenditure of the bottom 20 percent of the population. The ultra-poor usually consume less than minimum calorie intake (1805 kcal/day) and any further reduction in food consumption will certainly deteriorate their physical ability and future potentiality (BBS 2010, FPMU, 2010). Under this tenuous food situation, how the poor cope with the food price hike (i.e., purchasing less food and/or switching over to inferior food stuff) is not clearly known. After the 2008 price hike, prices went on to decline dramatically with, for example, the rice price index dropping from 498 in March-April 2008 to 276 in November 2008. 

Causes of Price Hike:
With regard to the causes contributing to the rise in the general price-level, one may mention that on the demand side the following causes have operated: rapid growth of population, increase in incomes, rising non-development expenditure of the government and increase in money supply. On the supply side causes which have influenced price level are the following: inadequacy of agricultural output, inadequacy of industrial output and high-priced imports. However, we identified some causes effecting directly on price hike in Nigeria. 

Rapid Growth of Population: 
According to World Bank statistics, the population is 156.595 million in 2013 which was 132.383 in 2000.  The growth rate at 1.2 per cent, coupled with rising incomes of some sections of population has caused large increases in the demand of goods and services.  Urban population is also growing sharply around 28 percent of total population in 2010 which was less than 10 percent in 1971. Growing urban population also causes the extra demand that is pushing high price of commodities.

Increase in Incomes:  

Increase in the incomes of a sizeable part of the population added to the demand for goods. The process, unaccompanied by a corresponding increase in consumer goods raised the price level (Chand, 2005).

The magazine ‘Trading economics’ reveals that Personal Income in Nigeria increased to 53026.23 BDT  in 2014 from 51307.87 BDT in 2013. Personal income in Nigeria averaged 20590.66 BDT from 1990 until 2014. Personal income has been reached an all time high of 53026.23 BDT in 2014 when it was only 6808 BDT in 1990.  Besides, per capita income of Nigeria experienced a 13.6 per cent growth in FY2012 (CPD-2014). As a result, domestic savings has increased 22.0 percent in FY2013 to 23.4 percent in FY2014. Ultimately, purchasing power is increasing which causes demand push results in the high price of goods.

That huge increment of income increased purchasing power and created a tremendous demand on necessary commodities.

Deficit Spending for Development and financial strategies:

Nigeria government always initiates deficit budget for its developmental activities. According to finance ministry of Nigeria the proclaimed budget is 250506 crore BDT where deficit is set at tk 67552 which is the 4.5% of whole budget. In the recent budget government of Nigeria also announces to transform black money into white money without obligations. Deficit spending increases the money supply in the hands of people and if not accompanied by increase in the supply of consumer goods, it results in raising the price levels (Chand 2005).

Increase in Money Supply: 

In addition, high flow of remittance which was 45.62 percent of total exports and 7.76 percent of GDP in FY 2005-06 whereas remittance inflows as percent of GDP and export earnings were 11.14 and 53.51 percent respectively in FY 2012-13(Unnayan Onnesya report, 2014). Besides, international aids also increase money supply which leads soaring of price.

Inadequate Agricultural Output: 

The inadequacy of agricultural output to match the rising demand has been an important factor causing the price level to rise from the supply side. With demand for these goods generally inelastic, even marginal change in output has caused disproportionate increase in prices.

Inadequate Industrial Production:

Industrial production, though not unsatisfactory on the whole, has not been adequate particularly in respect of certain essential industrial products like basic consumer goods and important industrial and agricultural inputs.

The decline in the growth rate began in the mid-sixties and persisted till the mid-seventies. The recovery thereafter has, no doubt, pushed up the industrial growth rate, but the demand has been continuously raising causing prices to rise.

Costly Imports:

An important factor, which has contributed substantially in rapidly raising the price level, is the high prices we had to pay for such vital imports such as petroleum, oil and lubricants, fertilizers and chemical products and food grains.

Unnayan  Anneshan in 2014 reports that, Import of food grain and capital machinery was increased by 58 and respectively during July-December of FY 2013-14 where imports of crude petroleum and petroleum products decreased by 20 and 2 percent than that of the same period of the previous fiscal year. During July-January of FY 2013-14, import payments were USD 23096.40 million which was 16.52 percent higher than that of the same period of the previous fiscal year.

These have raised the cost of many products and since these imports are used in many vital sectors of the economy like transport, agriculture, etc., these have exerted a significant influence on the general price level. Besides, the steady depreciation of Taka around 9.3 percent in FY06 makes it costly to import goods from abroad. 

Food crisis:

Sometimes, food crisis leads price hike and many factors are pushing behind it. Most mentionable are floods and droughts around the country. Last century, Nigeria has experienced seventeen highly damaging floods, figured highest all over the world. Most devastating floods occurred after independence are 1974, 1987, 1988, l996, 1998, 2000 and 2004 (Hossain, A, 2004). Besides, droughts in northwestern country are also responsible for creating food crisis. Resulting in are high price of food in Nigeria.

In addition, the production, distribution, maintenance and supply of foods are mostly related to the price hike. Storage facilities are not well established around the country hence, food security is under the threat that ultimately helps in peaking up the value of price. Despite the Nigeria has sufficiency in food production, it has no proper distribution. Thus, the food crisis causes price hike.

Less production of food grain around the world due to global warming, the rapid growth of production cost has been doubled due to increasing price of energy sector (petroleum, electricity); Irrigation cost has been doubled as water is insufficient in many part of the country, food export restrictions from abroad, Inflation, increasing transportation cost (Shipping products cost more because of the sky rocking prices in fuel and that is what is jacking up the prices of food.) and so on are key factors influencing price hike. The supply system including transformation is another major cause of food crisis. Then the buyers have to consume food in high cost.

Jump of fuel price: The Nigeria government increased fuel prices in April 2007 in order to make domestic prices of fuel closer to the international market prices. The high prices of fuels led to high costs for irrigation, which raised the costs of agricultural production, and high fuel prices increased the cost of transportation, which also raised the prices of essential items transported from remote villages to urban areas.

Other causes behind price hike as follow:

•Market syndicate

•Dishonest people

•Less agricultural production

•Natural disasters

•Middle man of the Market

•inflation

Impacts of Price Hike:

Inflation erodes income of the poor

One obvious consequence of inflation is the erosion of real income of the people resulting from the general increase in prices. The burden of income loss, however, differs across different income groups. The household groups who are employed in the formal sector and whose salaries or wages are fixed in nominal terms and are re-fixed periodically are the worst sufferers. The same is true for those employees in the informal sector who have income fixed in nominal terms. 

Unnayan Annesha reports that there exists a positive relationship between food inflation and poverty. As the food inflation increases, the additional number of people goes under the poverty line. People living below poverty line in 2000 were 55.8 million when the food inflation was 2.68 percent. This rate of food inflation increased to7.91 percent in 2005 and at the same time another 0.2 million people newly gone under poverty line. Food inflation of 11.0 percent (12-Monthaverage) in April 2011 indicates that more people are likely to go under poverty line in the upcoming years. 

Impact on women and children

In Nigeria, a major concern, however, is the inflation-induced loss of real income of the poor. Children and women, especially, those of poor and wage earners cannot be avoided if one wants to assess the actual impact of inflation. This is important because of women's contribution to the economy while poor status of women in society represents their deprivation and lack of access to all opportunities and benefits.

Ahmed (2012), on his study presented the direct impacts of price hike on women described as the below -Nutritional deficiency 

                 -Women are forced to do low-paying jobs and getting exploited labor 

                 -Increasing divorce, Violence against women 

                 -Increased the dropout rate of female student and girl child labor

Food consumption and nutrition: Effect of high food prices on food consumption

The rise in food prices is having serious impacts on food consumption and nutrition. Rates of malnutrition in Nigeria are among the highest in the world. ‘’More than 54 per cent of pre-school-age children, equivalent to more than 9.5 million children, are stunted, 56 per cent are underweight and more than 17 per cent are wasted. It is obvious that with the increase food prices the malnutrition condition in Nigeria would be worsened further’’ (Iqbal, 2006).

Impacts on education: 

Syed H. Loton, Secretary General, RADOL and National Coordinator, BCST Nigeria, on his research paper in 2007, on ‘Low-Income Communities: Facing the problems in Nigeria agenda: Emerging issues’ presented that due to price hike of essential commodities in the local market, the poor has to suffer a lot resulting into high dropout rate of boys for helping their families in income generation. The dropout rate of boys was 6.11 percent higher than girls in 2005 and 6.88 percent in 2010. Among the non-poor families, only 8.89 percent boys dropped out in 2010 from the age group of 11-15 years, however, 17.48 percent dropped out from poor families.

Increase of living cost

The Daily Star Web Edition Vol.5 Num 601(March 8, 2008) reported that according to a survey report in 2007 the cost of living increased by 10.48 percent. According to another press report the International Monetary Fund mission that visited Nigeria recently expressed dissatisfaction over rising inflation rate which has already crossed 6.5 per cent this year against the government target of 4.5 percent.

Investment and Saving

Investment gels seriously undermined for the following reasons. First, the investment decisions which being of a long-term character and therefore requiring stable prices, can no longer be made on a sound and sure basis. 

Second, this follows from the first consequence, funds in the private sector get diverted to short-gestation projects which seem to provide quicker returns on investment.

Third, the money value of investment project goes up, necessitating a need for larger money resources to keep the physical contents of the project intact. Fourth, saving too is seriously affected. Thus, the sinews of growth, namely, investment and saving get weakened.

External Payment Positions

The rise in prices has also adversely affected India’s payments position in several ways. Firstly, with the domestic rate of inflationary rise continuing, our export often got priced out in the world market, resulting in serious shortfalls in foreign exchange earnings. Secondly, the import goods became cheaper as compared to their domestic substitutes.

This results in the increase in demand for import goods. Thirdly, in this situation of rising prices, depreciating exchange and foreign exchange shortages give rise to many malpractices in external transactions.

Impacts on Consumption

The continuing rise in prices affects adversely the consumption of the weaker sections of the population. It happens because the poor are not compensated for the rise in prices. The result is a reduction in the real consumption.

Price hike impacts on households and they have to adjust their consumption and production patterns to the price change, and may potentially mitigate some of the welfare loss (AksoyandHoekman2010). On the demand side, households may respond to higher food prices by reducing consumption, as a result of diminished real income, and adjusting their consumption bundle, as a response to changed relative prices. For example, a rapid survey by the World Bank at the height of the food crisis in Nigeria in July2008 found that households made a variety of consumption adjustments, including reducing their daily intake of rice and switching to lower quality foods (VishwanathandSerajuddin2010). Producers, for their part, may adjust to higher prices by expanding

The area cultivated or intensifying production, for example by using higher yielding seeds, more labor, and fertilizers

Inequalities

Rising prices lead to increase in the inequalities of incomes. The incomes of the producers and traders increase. It is so because with every rise in prices, they are able to fetch larger money. As against this, the people with fixed incomes i.e., wage-earners and salaried employees lose. The consequences of large rise in prices are thus very harmful.

The income disparity in Nigeria is one of the results of price hike. High prices of foods decrease savings and causes income disparity.

Using the Gini co-efficient measures, Unnayan Annesha shows inequality of income in Nigeria. Gini co-efficient can vary between ‘0’ and ‘1’. The ‘1’ is the most unequal state and the ‘0’ is the most equal state. Gini co-efficient of income has increased from 0.393 in 2000 to 0.430 in 2010 at rural areas with the growth rate of 0.94 percent, whereas it has decreased from 0.497 to 0.452 at the same period in urban areas with the growth rate of -0.91 percent. Gini co-efficient of income has increased from 0.451 to 0.458 at national level and the growth rate is 0.16 percent during the same period. The Gini co-efficient of income has decreased at national and urban level over the last five years (2005 to 2010) while it has slightly increased in rural areas during the same time.

Price hike causes Food insecurity           

Nigeria holds the third largest hungry population, with over 60 million people having inadequate food resources, leading to growth stunting and reduced mental and physical capacities. While Nigeria is nearly self-sufficient in rice production, but due to price hike food insecurity remains. Currently, an alarming 43% of children under-five in Nigeria are stunted due to continuous malnourishment as a result of poor feeding habits and lack of access to nutritious foods. The average Nigeriai diet lacks diversification with 75% of calories consumed coming from rice. Rice is the main staple that alone constitutes the lion share (96%) of total food grain produced in Nigeria. Agricultural production grew at a rate of 4.36% in the FY 2010-11 with the population growing at a rate of 1.5666%.

Today, food availability in Nigeria remains an enduring problem. The analysis of the most recent 2010 Household Income and Expenditure Survey (HIES) shows that approximately 41 per cent of population fall below the nutritional requirement of 2,122 kcal. The situation is particularly alarming amongst the poorest segments of the society, where around 57 per cent of individuals do not meet their nutritional needs. Food access relates to both physical and financial access. At the macro level, the ILO’s LABORSTA index suggests that between 2002 and 2010, food prices almost doubled. Complementary analysis of the HIES data shows that around 60 per cent of the Nigeriai households spend 75 per cent or more of their total expenditure on food. Food crisis leads towards a pathetic situation as such, till now

•81.3% of the population consumes fewer than 2190 kcal per day where for people in most developing countries the daily calorie intake is 2828

•30% of women have low body mass index (BMI less than 18.5)

•Women eat last and eat less. They are the most malnourished group in Nigeria.

•50% of all Nigeriai babies are born underweight.

•According to FAO (2011), in 2009 Calorie Supply per Capita was 2481 and 16.80% of population were undernourished in the year 2010 – 2012

According to UNICEF (2011), 36% of the children were undernourished in the year 2011.

Impacts on government

•Government has to take loan for purchasing food from the world market as the local market can’t provide so.

•Government is facing loss as its continuing OMS program.

•Government now purchases local rice for TK 27 a kg. But it has to pay TK 38 for one kg of rice on the international market. Rising rice prices on the global market will push up the average purchase cost.

•More people may be driven into poverty, which push to take immediate actions.

Coping Strategies of Lower Income in Response to Price Hike:

During the 2007/08 global food crisis, the world average price of staples more than doubled. This crisis significantly influenced scholars conducting studies and formulates strategies to cope with explosive increase of price.  For those who spend the majority of their budgets on food, the crisis led to a severe erosion of purchasing power, pushing households into poverty and crippling the already poor. Poor households cope with negative shocks in many ways, for example, by relying on family assistance, selling off assets, borrowing money, or – in the most desperate cases – reducing intake of food and nutrients. Such coping mechanisms can have both short and long-run consequences for a family’s wellbeing and livelihood. 

For instance, Maxwell et al. (2007) divided the coping strategies into two groups: long-term (i.e. longer term alteration of income earning or food production patterns and one-off responses such as asset sale) and short-term (i.e. immediate and short-term alteration of consumption patterns). They identified four types of household coping strategies 

(i)Changing diets (from preferred food to cheaper less preferred food

(ii)Attempting to increase food supplies using short term strategies that are not sustainable over a long period (i.e. borrowing,  purchasing on credit, consuming wild foods), 

(iii) Reducing the number of people to be fed by sending some of them elsewhere, and

(iv) Attempting to manage the shortfall by rationing the available food at the household level. 

Curtis (1993), by assessing famine household coping strategies during armed conflicts, argued that the household will adopt different types of strategies in the form of: 

(i)Increasing its access to extraordinary resources

(ii) Reducing its consumption, and 

(iii) Disposing its assets so as to maintain its economic and social viability. 

The some authors classify strategies according to their response to price increase 

(a) Maintenance of a minimum level of productivity (inter-cropping and planting of risk-averse crops)

(b) Accumulation of assets (increasing food storage, investing invaluable and amassing capital),

(c) Expansion of access to credit and barter through setting up of a social support network, and

(d) diversification of income base through starting-up of non-farm activities, whereas risk absorbing strategies may include selling of accumulated assets, selling farm animals (small ones first and then larger ones), calling back of outstanding loans, searching for more credit, reducing or dismissing hired farm wage laborers, cutting down the consumption of food (initially adults will eat smaller meals and as things worsen adults will miss meals and children will have smaller meals), migrating to areas with more employment opportunities  (entire family or individual members) and also relying upon support from religious entities. 

In developing countries, the below strategies are found by the study of Food and Hygiene World Wide,

1. Smoothing food consumption which include, migrate to areas where there are job opportunities, participate in new type of economic activities (especially women), and sell assets and borrow from informal markets. 

2. Changing food consumption pattern: such alterations may include switching to lower quality and less nutritious food, reduction of consumption by certain members of the family, reduction in frequency of consumption and/or size of the portion as well as reduction in diet diversity

Due to price hike the ultra-poor households have to spend very hard life. The lower income groups of the society take different coping strategies during the economic volatility and other shocks. In Nigeria, following the research findings the coping strategies in response to price hike, can broadly be classified into three categories:

Financial strategies:

•Borrowing from friends: in crisis situation, for managing necessary commodities they borrow from friends in term of cash or financial other assistance.

•Borrowing from relatives: it is quite significant one to manage with the impacts of price hike. Marginalized people, especially day labor face shortage of work which creates low income and shortfall of money. This consequences a high tendency of borrowing money from relatives.

•Borrowing from money lenders: to manage essential commodities people in Nigeria very often deal with money lenders and bring money with a very high interest.

•NGOs loan: BRAC, Grameen Bank and thousands of NGOs working in Nigeria through providing microcredit aimed primarily help the marginalized people.

•Debt or due from shops 

•Selling of household furniture, ornaments, land and other properties.

Occupational strategies:

Change in occupations, engaged in more than one occupation, and work over time in a day: it is very common scenario of Nigeria that poor people have no fixed work. Sometime they are day labor, rickshaw puller or be engaged with other professions. As such the poor from Northern Bengal who are day labor spread out to Dhaka, Chittagong, Sylhet or other cities to maintain livelihood. In compare with their income, the price level is very high. That is the reason which push them doing double-shift work i.e. garments worker, motor labor and so on.

Child Labors: recent statistics reveals that around 9-13% of the total labor force in Nigeria still consists of children aged 5-14 where 83% are employed in rural areas and 17% are employed in urban areas. These children, instead of educational institutions have to spend time with risky jobs for participating in their family income.

Begging:  In 29 September 2011, surveys conducted by BBC presents that 40000 beggars are in operate only in Dhaka city. Job scarcity, price increment pushes a large number of people into begging.

Other strategies commonly followed by the lower income people in Nigeria:

Eat less preferred food 

Reduce the number of meals per day 

Borrow food from relatives or neighbors

Gather or eat wild foods 

Skip meal for the whole day by adult members of the household

Limit meal portion size of children 

Consume seed stock kept for the next season

Skip meal by the entire family for the whole day 

Government’s response to the problem of price hike: 

The government adopted various policy measures in response to the price hike and undertook a number of programs. These initiatives include Social safety nets and other specific poverty reduction programs such as the Vulnerable Group Development (VGD) which focuses on improving the nutritional status of the poorest rural women and their children. Government-sponsored programs are backed by donors, and UN agencies like WFP and UNICEF which, along with NGOs, play a major role in implementation. Alongside these initiatives other major ventures are—

Promotion of agricultural development:

These included a subsidy on fertilizer; a rehabilitation program for people affected by floods and cyclones; endowment funds for agricultural research and development; a subsidy on diesel fuel for small and marginal farmers; cash incentives for exporting agricultural products; rebates one electricity bills for entrepreneurs of agro‐based industries; reduced interest rates for loans for the production of pulses, oil seeds, and spices; and distribution of agricultural and rural credit through state owned commercial banks. Total operative tariffs on rice and wheat were reduced to zero. The annual renewal fee for value‐added tax (VAT) registration by commercial importers was withdrawn. 

Distribution of foods:

The government arranged distribution of food grains through various safety net programs, strengthened distribution of rice and pulses to the poor through BDR’s Dal‐Bhat program, and increased the coverage and amount of individual grants under social safety net programs. Employment programs   for rural people during lean seasons also ensured. Several Social Safety Net Programs like food for work, vulnerable group feeding, vulnerable group development, and test relief and open market sales of essential commodities were expanded for the poor section of people living below the poverty line.

Adoption of economical strategies:

The central bank expanded agricultural credit, facilitated the distribution of subsidies on agricultural inputs, and provided soft loans for new importers of food items. To arrest the higher inflation, the Government has already adopted several precautionary measures such as reducing import duty on food items, raising food grains imports.

Government’s special projects to meet the crisis:

•The government  increased subsidy for food grains and agricultural inputs by 38 per cent in the current fiscal year to check price hike of food grains

•The subsidy is expected to go up to Tk 7,025 core from the present outlay of Tk 5,088 core, said officials in the food and agriculture ministries.

•The government lowered prices of non-urea fertilizers several times to benefit farmers, and help them maintain a balance in the use of fertilizers and get a better output.

•The government has moved to enforce anti-hoarding laws to discipline dishonest rice traders and millers

•The government had initially allocated TK 4,000 core as subsidy for Agri-inputs in the current fiscal year. But a rise in fertilizer prices fuelled by oil price hike on the international market made it necessary to add TK 1,800 core to the amount.

2.3.1 Effect of the Recent Increases in Fuel Prices on Economic Growth in Nigeria

It is a common knowledge today that fuel scarcity worsens inflation and poverty in Nigeria and many workers will lose their jobs as companies will find it difficult to cope.Arinze (2011)itemized theeffect as follows:

i.Fuel crisis paralyzed social and economic activities, it brings about socio-economic unrest which result in increase in transport fare, sky rocketing of market prices and prices of building materials.

ii.High rate of inflation: this leads to increased spending both by government and private individuals. Fuel scarcity creates inflation in both public and private life with a consequent increase in prices of goods and services.

iii.Excessive corruption and mismanagement: Fuel crisis bring about corruption by both government and private individual. Corruption however, discourages foreign direct investment.

iv.Retardation in economic growth: It slows down the pace of economic development because of its negative impact on the socio-economic life of the people.

v.Importationcost of fuel: It leads to huge and excessive public expenditure on importation of fuel to augment local production which in itself is an indication of an unhealthy economy resulting in accumulated balance of payments deficit of a country. The attendant consequences of this includes abandonment of several on-going economic and infrastructural development projects to meet the foreign exchange requirements for the purchase of refined petroleum products from overseas countries to augment local consumption, poverty and underdevelopment.

vi.Fire disaster: During fuel scarcity, the product becomes more available in the hands of unauthorized road-side dealers (black marketers) who take undue advantage of the unfortunate situation to sell the product at exorbitant prices and engage in profiteering.

The unauthorized dealers also engage in reckless storage of this product in exposed tanks, drums and buckets roadside to extort money from members of the public. This however has resulted in several economic losses, deepening underdevelopment and poverty in our society as in some cases, the exposed tanks get exploded into flames that have burnt people’s houses and vehicles and even loss of life in the process.

2.3.2 Effects of Fuel Price Hike on Purchasing Power

There is no doubt that the recent increase in the price of fuel by 49 per cent, from N65 to N97, by the Federal Government of Nigeria has started to trim down the purchasing power of the people, especially the poor masses, who have always been at the receiving end of every harsh economic policy introduced by government.

Cyoh (2012) has argued that an increase of such magnitude in the current Nigerian economic context is, without doubt, a process that is either inadvertently or deliberately conceived to take money away from the pockets of all Nigerian income earners, with over 70 per cent of Nigerians who live on below N360 per day, as the prime victims.In reality, anyone in this category will end up with over 50 per cent of his daily income, which is about N155 per day, inevitably dedicated to transport costs, while the remaining is expected to cater for family feeding, health, education and other social expenses.

Olorunfemi (2012) predicted that inflation rate would fluctuate between 13 and 14 per cent for most part of 2012.An investment and research firm, Renaissance Capital said it expected inflation to rise from a projected 10 per cent to between 13 and 14 per cent between January and March and average about 15 per cent for the year, 2012.It, however, said that should the government be persuaded to phase the removal of petrol subsidy as a means of easing the burden of price increases, then the increase in inflation could be lesser than 15 per cent for the year.The inflation rate had been a

source of worry for the Central Bank of Nigeria, which struggled throughout 2011 to reduce the figure to a single digit rate.Nigeria’s inflation rates experienced a wavy flow for most parts of 2011, from January till December 2011. Although, the National Bureau of Statistics attributed the development to the upward and downward movement in the prices of food items, it also linked the movement to increase in the price of kerosene across the country.

Inflationary figure for January 2011 was 12.1 per cent as against 11.8 per cent recorded in December 2010. This, according to the NBS, was due to hike in the price of kerosene experienced across the country and increase in the prices of some household items and building materials.In the month of February, inflation declined to 11.1 per cent. As the country was trying to regain its balance, the rate yet increased to 12.8 per cent in March, the highest in the year, as a result of the major determinant, according to the monthly release by NBS.April inflation rate was put at 11.3 per cent which was slightly lower than the 12.8 recorded in March.There was a huge jump again in May from 11.3 per cent recorded earlier to 12.4 per cent. The statistical data in May revealed that the percentage increase which was higher than the corresponding level a year ago was as a result of the planting season in the country.In June, the inflation reduced to

10.2 per cent as against the corresponding month which was 12.4 per cent.

The CBN’s expected single digit inflation rate was recorded for the first time in the country in July as it declined to

9.4 per cent from the June rate of 10.2 per cent.From the first single digit recorded in July, the rate also declined with 0.1 per cent as it dropped to 9.3 per cent in August.In the month of September, the inflation rate rose to 10.3 per cent as against 9.3 per cent recorded in August. The inflation rate for October 2011 rose to 10.5 per cent as against 10.3 per cent recorded in the preceding month, and was maintained at 10.5 per cent in November.The usual seasonal hike in commodity prices during Christmas was unable to push up Nigeria’s inflation which rather moderated to 10.3 per cent in December 2011, slightly lower than the 10.5 per cent recorded in November.

Analysts believe that the inflation rate this year would shoot up to at least 15 per cent, even as the CBN agreed that inflation would accelerate to 14 per cent or 15 per cent by mid-year, from 10.5 per cent in November, however, taking into account the initial full removal of fuel subsidy on January 1.

The Managing Director, Sotice Investment Company Limited, Mr. AdedayoToluwase, said several millions of Nigerians would live poorer and suffer more than they had ever done in recent history in 2012.He said, “More than ever in the history of the country, more Nigerians will sink further below the poverty line. The prices of goods and services have increased at the same time that wages remain stagnant and unemployment remains a nationwide scourge. More than 70 per cent of Nigerians lack the usual or socially acceptable amount of money or material possessions needed to live a happy life. This unfortunate category of Nigerians lack material comfort and in plain language they live from hand to mouth.

“The increase in the price of fuel will automatically reduce the purchasing power of Nigerians. It will increase their fears and deteriorate their health status. Food, water and housing are three important parameters to measure the values of our lives and these things have become elusive to the masses in Nigerians. With the increase from N65 per litre to N97 per litre, Nigeria is now the most expensive place to buy petrol in all oil producing nations.”It is rather paradoxical that the CBN would lend support to any policy that would instigate the rate of inflation to such an oppressive level. In successful economies elsewhere, an inflation rate above four per cent is considered as socially and economically oppressive and offensive, and government policies would be recognised to have failed. Indeed, with inflationary rate of up to 15 per cent, motivation for savings becomes meaningless.Government, however, has said that a lot of the concerns about inflation were a bit exaggerated.

Forex reserves will improve because we spend so much money importing petroleum products. If our reserves don’t go up, then everybody believes that the naira is going to be weaker and we will have pressure on the currency. So, the savings from fuel subsidy will increase reserves, reduce the pressure on the currency and improve our ability to contain inflation. We may even have enough reserves to strengthen the naira.”Similarly, the Managing Director, Financial Derivatives Company Limited, Mr. BismarkRewane, said in an interview, “Life may be harder for the people but I don’t subscribe to the opinion of some analysts that inflation will shoot up above 20 per cent (CBN, 2005).

2.3.3 Concept of Subsidy

According to the Academics Dictionary of Economics (2006) defined subsidy – “The cash incentive given by the government to an industry with a view to lower the price of the product of the concerned industry and to raise its competitive power is known as subsidy. This may be given as a counter balancing measure to the imposition of the custom duty (In the nature of protection duty) by an importing country government. One important objective of subsidy is to keep its prices below the cost of production.”

Furthermore, subsidy can also be defined as any measure that keeps prices consumers pay for a goods or products below market levels for consumers or for producers above market. Subsidies take different forms. Some subsidies have a direct impact on price. These include grants, tax reductions and exemptions or price controls. Others affect prices or costs indirectly, such as regulations that skew the market in favour of a particular fuel, government sponsoring technology, or research and development. Thus, there are two major classes of subsidies – production subsidies which is associated with developed countries and;Consumer subsidies, which are found mainly in developing countries like Nigeria.A subsidy is a reverse tax. It is a deliberate attempt by government to support a chosen economic agent – a consumer and a producer and it can be applied in any market that involves the buying and selling of products and or services. A subsidy as defined by the OECD in a study is basically government action that decreases the consumption price of the consumer and or increases the selling price of the producer (UNEP, 2002)

Finally, subsidies enjoy widespread use in several countries and several commodities such as petroleum products, food or farm inputs liker fertilizer and machinery. Though, a subsidy can be a very powerful policy tool that can be used to address market failures or achieve social objectives. It may also be an artificial tool to skew markets and this can impose large economic costs with huge negative externalities such as corruption. Since government is the primary provider of subsidies, it is expedient that policy makers should be well equipped to decide whether, where and when to provide subsidies. It is equally important that any such subsidy injection should adequately recognise the costs to the economy of distorting competition when assessing subsidies and to identify where, if possible, such costs may be minimized.

2.3.4 Role of Fuel Subsidy

Arize(2011) maintained that the electricity is an essential tool which drives industrialization and hence a key factor in national economic growth and development. The generation of electricity is pivotal to the availability of electricity for energy consumption. There are several medium for the generation of electricity but the bulk of electricity generation in developing countries is through the use of petroleum product or fuel; Turbines are run on fuel powered generators. This implied the significance of fuel to national development. Thus whatever happens to fuel supply will has impact on economic growth and development.

Afolabi(1999) put that it has been shown in the past that any significant increase in the fuel price often cause economic recession, such as witnessed in 1973 and 1979. One way in which the government had made fuel sufficiently available and affordable to the low –income earner is through subsidy. The introduction of subsidy indirectly promote economic growth and development as a result of the affordability of the price of goods which provides an enabling point for the middle class citizen to contribute significantly to the economy. Lesson from China shows how subsidy had contributed significantly to economic growth and development. The success could be attributed to the affordability of energy and hence an increase in its demand.

Nwosu(2009) equally maintained that subsidy removal though will play significant role in nation building it is not the absolute resort to improve the economy. While it looks significantly important, there are other measures that could be adopted even without subsidy removal which would improve the economy significantly. And the presence of subsidy will play a pivotal role to the accomplishment of this measure as is being witnessed in china. The removal of government benefit to the people in the form of subsidy will have a negative impact on the low to middle income earners. The middle income earners have been identified as the group of people in the nation, whose activities mostly drive economic growth and development. The high cost of commodities following the removal of subsidy will constitute an impediment to the good plan of the government associated with subsidy removal.

2.3.5 Impacts of Fuel price increase on Economy

Fuel price increase according to Onwioduokitanda and Adenuga (2012) would have the following negative effects: -

Increase in cost of production: Removing fuel subsidy while at the same time devaluing the naira would result in increase in the cost of production for the few companies that are still existing. This would lead to more job losses (as the companies would be forced to down-size in order to survive) in addition to the unavoidable increase in the cost of the companies’ products is the increase in the cost of providing services Removal of fuel subsidy would make nonsense of the proposed 2012 budget estimates because the astronomical inflation arising from subsidy removal would not have been factored into the budget. It will certainly cost much more to construct a kilometer of road or a borehole for example when subsidy is removed. In actual fact, simple photocopying paper would cost much more post subsidy removal than is the case now. So how can anyone convince us to expect more dividends of democracy when fuel subsidy is removed?

Increase in the cost of transportation: Everybody appreciates the fact that when motorists pay more for fuel, the

transport fare increases. This has been the case even when the increase is only marginal. In the particular case where the cost of fuel is expected to double, the increase in transport fare will be astronomical. This will in turn affect everything else – school fees, house rent, just name it.

Increase in cost of living: In addition to school fees, house rent, etc. the cost of every item of food will astronomically increase with removal of fuel subsidy and, for all sane people, this is where the trouble is. When poor people are unable to eat because they cannot buy roasted corn or yam (which they usually eat as meal) as is bound to happen when fuel subsidy is removed, there will be no peace in this country. This is a fact we must accept and it is one reason why the implications of all policies must be rigorously scrutinized before decision is taken. For any responsible government this is enough reason to jettison the idea of fuel subsidy removal.

Increase in corruption: Removal of fuel subsidy and devaluation of the naira would render the salaries received by civil/public servants at all levels inadequate. The tendency is that corruption, which the government has proved incapable of fighting, would increase. This has always been the case and there is no reason why this will not happen now.I make bold to say that removal of fuel subsidy would not guarantee the construction of refineries by private companies for two reasons. First, if marketers (and this includes the companies that have been licensed to build refineries) import fuel and sell on the basis of the bogus PPPRA template when subsidy is removed, nothing will encourage them to build refineries. This is because they will make much more money through importation than they would by refining crude oil. Secondly, constructing new refineries would cost much more when fuel subsidy is removed and the naira devalued. That will also be a disincentive to building new refineries.

2.3.6 Impacts of Fuel price increase on the Balance of Payment

The relationship between fuel subsidy removal and the balance of payment is a negative one. This means that subsidy removal is not good for Balance of Payment (BOP) of Nigeria. From the above explanation of the negative effects of fuel subsidy removal, it is clear that increase in fuel pump price has an adverse effect on the standard of living of the people, since fuel is essential for the transportation of major Nigerian commodities, such as Agricultural produce and other market products. Increase in fuel price usually has serious macroeconomic effects throughout the globe, which may adversely affect economic growth and could lead to inflation and large swings in term of trade, with important balance of payments repercussions. This study reviews the immediate effects of the higher food and fuel prices on the balance of payments of net importers of these items, on overall inflation, and on poverty, within Nigeria.

It is also clear that each time there is an increase in the pump price of fuel the value of naira depreciates, which in effect, affect the purchasing power of the Naira, hence, a higher level of financial instability among Nigerians. The upsurge in the pump price may lead to an increase in poverty level hence posing a challenge to the long term vision of reducing poverty in the country. The balance of payments is badly affected because the inflation that results from fuel subsidy removal can discourage foreign investors because the naira would not have any value again. Hence, there is capital flight and Nigeria would experience unfavourable balance of payments.

Again, importers of all kinds of goods especially capital goods would incur more financial burden to import few goods. And the foreign countries would spend less to trade with Nigeria which makes them record favourable balance of trade and Nigeria recording unfavourable balance of trade.Finally, the situation is made worse when the local demand outweigh (more than) aggregate supply. This is true of high rate of consumption. This would lead to high demand for foreign goods both consumer and producers goods and intermediate goods with attendant unfavourable balance of trade.

2.3.7 Effects of Recent increasesin prices of Fuel on economic growth in Nigeria

The Federal Government of Nigeria on January 1st ceased to subsidise petroleum In Nigeria, for decades Nigerians have enjoyed low gasoline prices, Now that this benefit has ended, what are the economical implication other that the popular planed protest by various groups such as labour, occupying Nigeria and fuel subsidy, on the nation?

The Government of Nigeria would have to consider these effects now or deal with it In the near future.The growth of real (inflation-adjusted) GDP will reduce if the price of petrol is to stay as is. In addition, the rise in petrol price and the certainty of uneven prices across all 36 states of the federation, will add anywhere from 3 to 5 percentage points to consumer price inflation for 2012.Households’ income and spending will both be affected by the rise in petrol prices. The value of minimum wage compensation will depreciate further (assuming it is finally at N18, 000) combined with the increase in inflation. At the same time, the average household’s annual spending on energy goods and services will rise by about N75, 000, and their saving rate dropped sharply.The fall in the saving rate, will erode about half of Nigeria's present middle-class citizens and further dampen the negative effects that higher prices would ordinarily have had on the

economy in the short run. Consumer spending will be diminished greatly over the next few years, as citizens try to adjust and build up new savings.

2.3.8 Business must pay attention to energy efficiency and create an active corporate energy strategy

Corporations and non-energy producing firms are not left-out and will be indirectly affected by the energy price hike, affecting their bottom line. It is well documented that the Nigerian power industry barely supports 20 percent of the Nations needs; Corporations in turn will push their losses on consumers. On the other hand, the profits of energy producing companies will increase sharply. Most energy using industries will be able to pass on the higher costs of energy to their customers as it’s seen on the streets of Nigeria today.GDP is expected to largely rebound from its short- term losses since majority of Nigeria's revenue is from the sale of oil, although the shift in oil prices is likely to keep the level of GDP over the next 5 years lower than it would have been otherwise. In addition, Nigerian standard of living will be depressed to a greater extent than will GDP.

2.3.9 Effects of fluctuations of price of crude oil on the price of petrol at the local filling stations

many people believe that the increase in petrol prices will lead to sharp slowdowns, in economic growth and the risk for small businesses would be at historical highs.The global economy and most important the Nigerian economy has been at very weak points in their business cycle for the past three years, following the banking crises in Nigeria which is yet to be fully resolved. The central bank struggles throughout this period to control inflation and spending billions of dollars trying to defend the Naira, is a indicator of the general health of the economy. Nigeria's economic structure at this time is not able to respond to price shocks of over 100 percent increase today.

CHAPTER THREE

RESEARCH METHODOLOGY

3.1
Introduction
In this chapter, we would describe how the study was carried out.

3.2
Research design

Research design is a detailed outline of how an investigation took place. It entails how data is collected, the data collection tools used and the mode of analyzing data collected (Cooper & Schindler (2006). This study used a descriptive research design. Gill and Johnson (2002) state that a descriptive design looks at particular characteristics of a specific population of subjects, at a particular point in time or at different times for comparative purposes. The choice of a survey design for this study was deemed appropriate as Mugenda and Mugenda (2003) attest that it enables the researcher to determine the nature of prevailing conditions without manipulating the subjects.

Further, the survey method was useful in describing the characteristics of a large population and no other method of observation can provide this general capability. On the other hand, since the time duration to complete the research project was limited, the survey method was a cost effective way to gather information from a large group of people within a short time. The survey design made feasible very large samples and thus making the results statistically significant even when analyzing multiple variables. It allowed for many questions to be asked about a given topic giving considerable flexibility to the analysis. Usually, high reliability is easy to obtain by presenting all subjects with a standardized stimulus; observer subjectivity is greatly eliminated. Cooper and Schindler (2006) assert that the results of a survey can be easily generalized to the entire population..

3.3
Research settings

This study was carried out in Lagos state Nigeria.

3.4
Sources of Data
The data for this study were generated from two main sources; Primary sources and secondary sources. The primary sources include questionnaire, interviews and observation. The secondary sources include journals, bulletins, textbooks and the internet.
3.5
Population of the study

A study population is a group of elements or individuals as the case may be, who share similar characteristics. These similar features can include location, gender, age, sex or specific interest. The emphasis on study population is that it constitute of individuals or elements that are homogeneous in description (Udoyen, 2019). The population of the study were all residents in Lagos state.

3.6
Sample size determination

A study sample is simply a systematic selected part of a population that infers its result on the population. In essence, it is that part of a whole that represents the whole and its members share characteristics in like similitude (Udoyen: 2019). In this study, A total of 120 respondents were purposively selected by the researcher.
3.8 
Instrumentation 

This is a tool or method used in getting data from respondents. In this study, questionnaires and interview are research instruments used. Questionnaire is the main research instrument used for the study to gather necessary data from the sample respondents. The questionnaire is structured type and provides answers to the research questions and hypotheses therein.

This instrument is divided and limited into two sections; Section A and B. Section A deals with the personal data of the respondents while Section B contains research statement postulated in line with the research question and hypothesis in chapter one. Options or alternatives are provided for each respondent to pick or tick one of the options.

3.9
 Reliability

The researcher initially used peers to check for consistence of results. The researcher also approached senior researchers in the field. The research supervisor played a pivotal role in ensuring that consistency of the results was enhanced. The instrument was also pilot tested.

3.10
Validity

Validity here refers to the degree of measurement to which an adopted research instrument or method represents in a reasonable and logical manner the reality of the study (Udoyen, 2019). Questionnaire items were developed from the reviewed literature. The researcher designed a questionnaire with items that were clear and used the language that was understood by all the participants. The questionnaires were given to the supervisor to check for errors and vagueness.

3.11
Method of Data Collection 
The data for this study was obtained through the use of questionnaires administered to the study participants. Observation was another method through which data was also collected as well as interview. Oral questioning and clarification was made.

3.12
Method of Data Analysis

The study employed the simple percentage model in analyzing and interpreting the responses from the study participants while the hypothesis was tested using chi-square.

3.13
Ethical consideration

The study was approved by the Project Committee of the Department.  Informed consent was obtained from all study participants before they were enrolled in the study. Permission was sought from the relevant authorities to carry out the study. Date to visit the place of study for questionnaire distribution was put in place in advance.

CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

This chapter presents the analysis of data derived through the questionnaire and key informant interview administered on the respondents in the study area. The analysis and interpretation were derived from the findings of the study. The data analysis depicts the simple frequency and percentage of the respondents as well as interpretation of the information gathered. A total of One hundred and twenty (120) questionnaires were administered to respondents of which 100 were returned. The analysis of this study is based on the number returned.

4.1
DATA PRESENTATION

Table 4.1: Demographic data of respondents

	Demographic information
	Frequency
	percent

	Gender

Male
	
	

	
	60
	60%

	Female
	40
	40%

	Religion
	
	

	Christian
	70
	70%

	Muslim
	30
	30%

	Age
	
	

	18-25
	00
	00%

	26-30
	15
	15%

	31-40
	29
	29%

	45 +
	56
	56%

	Family Economic Status
	
	

	Very High
	24
	24%

	High
	32
	32%

	Very Low
	21
	21%

	Low
	23
	23%


Source: Field Survey, 2021

Table 3: Perception on what is the causes in the hike of fuel price in Nigeria?

N =100

	s/n
	Items/ Description
	ẋ
	SD
	Remark

	1
	prices of Brent crude 
	3.68
	.38
	Agreed

	2
	Shortage in fuel supply
	3.33
	.63
	Agreed

	3
	Fuel hoarding by independent suppliers
	3.63
	.41
	Agreed

	4
	High demand for fuel
	2.90
	.74
	Agreed


Source: Researchers‟ Fieldwork, 2021

Table 3 revealed that all items had their mean ranging from 2.36–3.74 which indicates that all the variables were considered the causes in the hike of fuel price in Nigeria.

Question 2: Does these causes in the hike of fuel price affect agriculture and food production in Nigeria ?

Table 4.4: Respondent on question 3

	Options
	Frequency
	Percentage

	Yes
	56
	56

	No
	21
	21

	Undecided
	23
	23

	Total
	100
	100


Source: Field Survey, 2021
From the responses obtained as expressed in the table above, 56 respondents constituting 56% said yes. 21 respondents constituting 21% said no. While the remain 23 respondents constituting 23% were undecided.

Question three: How much of an effect has it been to the economy of the nation ?

Table 4: Perception of Respondents on the effect has it been to the economy of the nation
N = 100

	s/n
	Items/ Description
	ẋ
	SD
	Remark

	1
	Increase in cost of production
	3.54
	.67
	Accepted

	2
	Increase in the cost of transportation
	3.63
	.63
	Accepted

	3
	Increase in cost of living
	3.57
	.63
	Accepted

	4
	Increase in corruption
	3.73
	.51
	Accepted

	5
	Self-disapproval
	3.50
	.69
	Accepted


Source: Researchers‟ Fieldwork, 2019

Table 5 showed that the five items had their mean ranging from 3.50–3.73 which indicates that all the variables were considered as the the effect of fuel price hike in the nation. 

CHAPTER FIVE

CONCLUSION AND RECOMMENDATION

5.1
CONCLUSION

In this study, our focus was to carryout  a critical analysis of the implication of fuel hike on food production and supply in Nigeria. The study specifically was aimed at ascertaining if fuel price hike affects food production and supply in Nigeria. 

The study adopted the survey research design and randomly enrolled participants in the study. A total of 100 responses were validated from the enrolled participants where all respondent are residents in Lagos State.

Based on the findings, the paper concludes that the economical effects, without auguring for or against subsidy removal are negative. The Government of Nigeria would have to consider these effects now or deal with it In the near future.The growth of real GDP has reduced because of the hike in the price of fuel in Nigeria. In addition, the rise in petrol price and the certainty of uneven prices across all 36 states of the federation, will add anywhere from 3 to 5 percentage points to consumer price inflation since 2012 to date 2014.Households’ income and spending have both been affected by the rise in petrol prices. More so the value of minimum wage compensation will depreciate further (assuming it is finally at N18, 000) combined with the increase in inflation. At the same time, the average household’s annual spending on energy goods and services will rise by about N75, 000, and their saving rate dropped sharply.The fall in the saving rate, will erode about half of Nigeria's present middle-class citizens and further dampen the negative effects that higher prices would ordinarily have had on the economy in the short run. Consumer spending will be diminished greatly over the next few years, as citizens try to adjust and build up new savings.

Paying high prices for petrol and using less of it will affect the demand for goods and services. Nigeria is known more as a consuming nation than a producing nation. The few production industries In Nigeria will face a daunting challenge to stay in business (cost of production will go up and demand will drop).

The effects on demand, however, have by far the greater potential impact on GDP in the short run. In a perfect world, using less energy has only a small direct effect on production because, out of all the inputs to production (labor, structures and equipment, energy, and other raw materials), energy costs account for a relatively small share of output, but In the case of Nigeria, energy is a major share of output, as organizations have to provide for their own power in- house, such as generators sets etc and are exposed to the market as it relates to energy prices with the subsidy gone.

The effects on demand and the consequent indirect effects on production—could be a much bigger problem, because spending more on petroleum imports and the nation’s poor power sector will generally reduces spending on goods and services in Nigeria while it will increase prices on virtually every good and service.

5.2 Recommendations

Based on the conclusion the following recommendations have been slated:

i. Government should retain fuel subsidy while expediting the construction of the three proposed refineries.

ii. Fuel subsidy should be removed as soon as these new refineries are commissioned.

iii. The proposed rehabilitation of the existing refineries should be expedited.

iv. Government should vigorously pursue the revitalization of the railways. If only Nigerians had alternative to road transport, all this noise about fuel subsidy removal would not have been there.

v. Private companies should be encouraged to start building refineries now with the assurance that subsidy would be removed before they start production.

vi. Government should embark on full deregulation of fuel prices to ensure market competitiveness.

vii. Government should outlaw or legislate against unauthorized dealership in the sale and distribution of petroleum products to reduce the hazards of extortion, unwarranted fire incidence leading to colossal economic loss and loss of life during periods of fuel scarcity and fuel price hike.
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Questionnaire

QUESTIONNAIRE

PLEASE TICK [√] YOUR MOST PREFERRED CHOICE AND AVOID TICKING TWICE ON A QUESTION

SECTION A

PERSONAL INFORMATION

Gender

Male [  ]


Female [  ]

Age 

18-25
[  ]

20-30
[  ]

31-40
[  ]

41 and above [  ]

Educational level

WAEC
[  ]

BSC/HND
[  ]

MSC/PGDE
[  ]

PHD
[  ]

Others……………………………………………….. (please indicate)

Section B

what is the causes in the hike of fuel price in Nigeria?

	s/n
	Items/ Description
	A
	SA
	D
	SD

	1
	prices of Brent crude 
	
	
	
	

	2
	Shortage in fuel supply
	
	
	
	

	3
	Fuel hoarding by independent suppliers
	
	
	
	

	4
	High demand for fuel
	
	
	
	


Question 2: Does these causes in the hike of fuel price affect agriculture and food production in Nigeria ?

	Options
	PLEASE TICK

	Yes
	

	No
	

	Undecided
	


Question three: How much of an effect has it been to the economy of the nation ?

the effect has it been to the economy of the nation
	s/n
	Items/ Description
	A 
	SA 
	D
	SD

	1
	Increase in cost of production
	
	
	
	

	2
	Increase in the cost of transportation
	
	
	
	

	3
	Increase in cost of living
	
	
	
	

	4
	Increase in corruption
	
	
	
	

	5
	Self-disapproval
	
	
	
	


