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ABSTRACT 

This study critically examined the impact of fuel subsidy removal on Socio economic development in Enugu State, 
Nigeria, with specific focus on its effects on inflation rate, household income and purchasing power, and standard 
of living. The removal of fuel subsidy by the Federal Government of Nigeria in mid-2023 led to sharp increases in 
fuel prices, triggering significant economic adjustments across households, the informal sector, and small and 
medium enterprises (SMEs), across the country. The research adopted a descriptive survey design. The study 
population comprised 15,175 respondents, consisting of 4,040 households across income categories, 3,811 informal 
sector operators, and 7,324 SMEs dependent on fuel for operations in Enugu State, Nigeria. Using Taro Yamane’s 
sampling formula at a 5% margin of error, a sample size of 390 respondents was selected through stratified and 
simple random sampling techniques. Primary data were collected using structured questionnaires, and quantitative 
data were analyzed using simple percentages, while Chi-square tests were employed to test the research 
hypotheses at a 0.05 level of significance. The findings of the study revealed that subsidy removal significantly 
increased inflation in Enugu State, particularly through rising transportation and food costs. Household incomes 
and purchasing power declined markedly, while the general standard of living deteriorated, especially among low- 
and middle-income earners, informal sector workers, and SMEs. The study concluded that although subsidy 
removal may offer long-term fiscal benefits, it imposes substantial short-term welfare costs on residents. The 
study recommends the implementation of targeted social protection programs, support for SMEs and the informal 
sector, improvement of public transportation, wage adjustments to match inflation, price monitoring, and 
investment in alternative energy sources. These measures would help mitigate the adverse effects of subsidy 
removal while ensuring that its intended economic benefits are achieved sustainably. 
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INTRODUCTION  

Subsidy is generally an integral part of government expenditure both in developed and developing countries. 
Subsidies have long been employed by governments worldwide to support various sectors of the economy, ranging 
from agriculture and energy to transportation and healthcare. The Keynesian economists advocated government 
spending not only to stimulate economic growth and stabilize economies during times of economic downturn, but 
also as a means of cushioning the effect of increased cost burden on the consumer or populace. Thus, subsidies are 
targeted at achieving various economic and social objectives by providing financial assistance to some specific and 
strategic industries in order to mitigate market failure. However, the efficacy and sustainability of these subsidies 
have come under scrutiny due to their potential distortive effects on market mechanisms and fiscal sustainability 
[1]. Government subsidies are a common tool used by both developed and developing nations to achieve various 
economic and social goals. While the effectiveness and fairness of these subsidies are often debated, they can play a 
crucial role in promoting economic growth, reducing poverty, and ensuring access to essential services [2]. In 
developed nations, government subsidies are often used to support industries that are considered vital for the 
national interest, such as agriculture, renewable energy, or strategic manufacturing [2]. These subsidies can help 
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maintain employment, promote innovation, and ensure the country’s self sufficiency. For example, subsidies for 
renewable energy can help energy reduce greenhouse gas emission and transition to a more sustainable energy 
system. Additionally, subsides for agriculture can help maintain food security and support the livelihoods for 
farmers.   Government subsidy has long been recognized as a critical instrument for promoting economic stability 
and sustainability, particularly within Western economies. Historically, the provision of subsidies has played a 
central role in stabilizing prices, supporting employment, and ensuring the equitable distribution of resources 
across different sectors of the economy [3]. In the aftermath of the Great Depression and World War II, Western 
economies such as the United States, the United Kingdom, France, and Germany adopted extensive subsidy 
programs as part of broader fiscal and monetary policies aimed at rebuilding their industrial bases and ensuring 
social welfare [4]. Governments provided financial assistance to key sectors like agriculture, manufacturing, 
energy, and education to stimulate productivity and maintain competitiveness. These interventions helped 
mitigate the cyclical nature of capitalist economies and prevented large-scale economic collapse. For instance, 
agricultural subsidies in the United States under the New Deal era stabilized farm incomes and ensured food 
security [5], while energy subsidies in Europe supported industrialization and post-war reconstruction [6]. In 
more recent decades, government subsidies have continued to underpin the stability and sustainability of Western 
economies by promoting renewable energy, technological innovation, and social welfare. Subsidies for renewable 
energy, for example, have been pivotal in driving the transition toward sustainable and low-carbon economies [7]. 
Western nations, led by the European Union and the United States, have used fiscal incentives and tax credits to 
encourage investment in solar, wind, and electric vehicle technologies, thereby reducing dependence on fossil fuels 
and mitigating climate change impacts [8]. Moreover, during periods of financial crises, such as the 2008 global 
economic meltdown and the COVID-19 pandemic, subsidies and stimulus packages were crucial in maintaining 
economic stability. Through wage subsidies, business grants, and social welfare programs, Western governments 
prevented mass unemployment, stabilized household consumption, and sustained the functioning of critical 
industries [9]. These actions reinforced the idea that government intervention through subsidies can serve as an 
economic stabilizer in times of uncertainty and market disruption [10]. However, the role of government 
subsidies in ensuring long-term sustainability has also raised debates regarding efficiency, fiscal burden, and 
market distortion. Critics argue that excessive or poorly targeted subsidies can lead to dependency, inefficiency, 
and misallocation of resources [11]. Nonetheless, evidence suggests that when effectively designed and managed, 
subsidies can enhance both short-term economic stability and long-term sustainable development [12]. In sum, 
government subsidies have contributed significantly to the economic resilience, industrial competitiveness, and 
environmental sustainability of Western economies. By supporting key sectors, promoting innovation, and 
cushioning the effects of economic downturns, subsidies have remained an indispensable tool in maintaining 
macroeconomic balance and advancing inclusive growth.  
Similarly, in developing nations, government subsidies are often used to address pressing social and economic 
challenges. For instance, subsidies for basic goods and services, such as food and healthcare, can help reduce 
poverty and improve access to essential services for low income populations. Subsidies for education can also help 
increase access to quality education and promote human capital development. Furthermore, subsidies for 
infrastructure development, such as roads and bridges can help improve connectivity and stimulate economic 
growth. However, it is important to note that government subsidies can also have negative consequences on both 
the government and the general masses. Subsidies can distort market prices, leading to inefficiencies and 
misallocation of resources. They can also create dependency and discourage private investment. in developing 
nation with Nigeria as a good case study, subsidy had often been abused, thereby hindering the objectives of 
subsidy in developing nations.  
The abuse of subsidy in Nigeria has become a pressing issue has led to economic hardship and impoverishment of 
the masses. One of the main reasons for the abuse of subsidy in Nigeria is the lack of transparency and 
accountability in the government’s handling of funds for personal gain rather than investing them in essential 
services such as education, healthcare, and infrastructure. This has resulted in a significant strain on the country’s 
economy, leading to increased inflation rates and a decline in the purchasing power of the average citizen. 
Furthermore, the reliance on subsidies for essential commodities such as petroleum products has created and 
unhealthy dependence on government support. Instead of prompting self sufficiency and encouraging the growth 
of local industries, the government has become overly reliant on subsidies to keep price low. This has stifled 
innovation and discouraged investment in the country, further exacerbating the economic crisis. The failure of 
subsidy in Nigeria has been a significant issue in the country’s economic landscape. The government’s reliance on 
subsidies for petroleum products has led to a series o challenges, including fiscal deficits and market distortion. In 
response to these issues, various subsidy reforms have been implemented in Nigeria. One of the major subsidy 
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reform implemented in Nigeria is the removal of subsidies on petroleum product. This reform was aimed at 
reducing the fiscal deficit and promoting market driven prices. The government argued that subsidies were 
unsustainable and distorted the market, leading too inefficiencies. The removal of subsidies resulted in an increase 
in the price of petroleum products, which had a significant impact on the cost of living for Nigerians as petroleum 
products are used as a supplementary factor of production in a variety of industries, including transportation, 
manufacturing, agriculture, and residential applications like cooking and electricity generation in small plants or 
homes, particularly in developing nations with erratic power supplies [13]. The immediate effect of subsidy 
removal is the increase in price of petroleum products which has a multiplier effect in the final cost of products; 
with the attendant multifaceted macroeconomic implications. It is based on this background that this research is 
oised to discover the effect of fuel subsidy reomval on socio-economic develoment in Enugu State. Specifically, the 
study is designed to; examine the effect of fuel subsidy removal on inflation rate in Enugu State; assess the impact 
of subsidy removal on household income and purchasing power in Enugu State; evaluate the impact of subsidy 
removal on standard of living in Enugu state. 

LITERATURE REVIEW 
Conceptual Review 

Concept of Fuel Subsidy and Subsidy Removal 

Fuel subsidy refers to the financial assistance provided by a government to reduce the retail price of petroleum 
products below the prevailing market price, thereby making fuel more affordable for consumers. In Nigeria, this 
policy originated in the late 1970s during the oil boom era, as part of efforts to share the benefits of the country’s 
crude oil wealth with its citizens. The subsidy covered the difference between the landing cost of refined petroleum 
products and the regulated pump price, with the government bearing the financial burden [14]. Over time, 
however, the fuel subsidy became one of the most contentious fiscal policies in Nigeria. While its intention was to 
protect citizens from volatile global oil prices and maintain price stability, it also evolved into a significant drain 
on national resources, costing billions of naira annually. Reports from the Nigerian National Petroleum Company 
Limited (NNPCL) and the Budget Office indicated that by 2022, fuel subsidies accounted for a substantial portion 
of the country’s recurrent expenditure, limiting funds available for critical sectors like health, education, and 
infrastructure. Subsidy removal refers to the deliberate withdrawal of such government financial support, allowing 
the prices of petroleum products to be determined by market forces. Proponents of subsidy removal argue that it 
promotes efficiency, curbs corruption in fuel importation and distribution, and frees up government revenue for 
developmental projects. They also note that subsidies often disproportionately benefit higher-income groups who 
consume more fuel. On the other hand, critics argue that subsidy removal imposes an immediate and heavy 
economic burden on ordinary citizens, especially in a country like Nigeria where public transportation, goods 
distribution, and many industries rely heavily on fuel. The most visible impact is the sharp increase in pump prices, 
which in turn triggers cost-push inflation as transport and production costs rise. For low- and middle-income 
households, this results in reduced purchasing power, lower living standards, and, in some cases, heightened 
poverty levels [15]. In June 2023, the Nigerian government officially removed the long-standing fuel subsidy, 
marking a major shift in economic policy. While intended to stabilize public finances and attract investment into 
the downstream petroleum sector, the policy sparked nationwide debates and protests due to the immediate spike 
in fuel prices and the consequent rise in the cost of living. The situation in states like Enugu where fuel-dependent 
transportation is central to economic activity provides a clear context for studying the direct and indirect effects of 
subsidy removal on households and businesses. 

Concept of Cost of Living 
The cost of living refers to the amount of money required for an individual or household to afford a standard level 
of consumption that meets basic needs such as food, housing, transportation, healthcare, education, and other 
essential goods and services. It is a critical economic indicator used to measure the purchasing power of income 
and the overall affordability of life in a given location [15]. Cost of living is not static; it changes over time due to 
various economic factors such as inflation, exchange rate fluctuations, government policies, and shifts in supply 
and demand. In many developing economies, including Nigeria, changes in fuel prices have a significant impact on 
cost of living because petroleum products are directly tied to transportation, energy supply, and production 
processes. When fuel prices rise as is often the case after subsidy removal transport costs increase, which in turn 
raises the prices of goods and services, especially food and other essential commodities. A rise in cost of living 
without a corresponding increase in household income reduces real income and purchasing power, forcing 
households to adjust their spending habits. These adjustments may include reducing consumption of non-essential 
goods, switching to cheaper alternatives, or engaging in additional income-generating activities. In severe cases, 
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households may experience deprivation in nutrition, healthcare, and education, thereby lowering their overall 
standard of living [12]. The cost of living also varies between regions and cities within the same country due to 
differences in infrastructure, economic activities, and access to resources. In Enugu State, urban areas tend to have 
a higher cost of living compared to rural communities, but both are affected by fuel price fluctuations. Since 
transportation is integral to the movement of goods and people in the state, changes in fuel costs quickly translate 
into higher market prices, affecting households across socio-economic classes. Understanding the concept of cost 
of living is essential for evaluating the broader socio-economic implications of fuel subsidy removal. It provides a 
framework for assessing how policy changes affect affordability, consumption patterns, and welfare at both 
household and community levels. 

Fuel Subsidy Removal and Inflation Rate 
Inflation refers to the sustained increase in the general price level of goods and services in an economy over a 
given period, leading to a reduction in the purchasing power of money. In Nigeria, inflation is often driven by both 
demand-pull and cost-push factors. Fuel subsidy removal primarily triggers cost-push inflation because petroleum 
products are a critical input in transportation, electricity generation, and industrial production [16]. When the 
government removes fuel subsidies, pump prices adjust upward to reflect market realities, often leading to a sharp 
increase in transportation costs. This rise cascades through the supply chain: the cost of moving agricultural 
produce from rural farms to urban markets rises, manufacturing expenses increase, and the prices of consumer 
goods escalate. The result is broad-based inflation affecting food, housing, utilities, and other basic necessities. 
Historically, Nigeria has experienced noticeable inflationary spikes following subsidy adjustments. For example, 
after the partial removal of fuel subsidies in January 2012, the inflation rate rose from 10.3% in December 2011 to 
12.6% by March 2012 [17]. Similarly, the full subsidy removal in June 2023 led to an immediate jump in pump 
prices by over 200%, which the National Bureau of Statistics (2023) reported as contributing to a surge in headline 
inflation from 22.41% in May 2023 to 24.08% in June 2023. Food inflation, in particular, rose above 30%, 
reflecting the high dependence of food supply chains on fuel-powered transportation. Economic theory supports 
these outcomes. According to the Cost-Push Inflation Theory, any substantial increase in the cost of production 
inputs (in this case, fuel) pushes overall prices upward. This is especially true in developing economies like Nigeria 
where alternative energy sources are limited, making fuel price changes more influential on overall price levels. In 
Enugu State, where road transportation is the dominant mode of moving goods and people, the inflationary effect 
of subsidy removal is pronounced. Traders face higher costs transporting goods from rural farming communities 
to city markets, while public transport operators increase fares to cover fuel expenses. These changes feed directly 
into the general cost of living, placing disproportionate strain on low- and middle-income households whose 
incomes are relatively fixed. While some economists argue that inflationary effects may stabilize in the medium to 
long term if the savings from subsidy removal are effectively reinvested in infrastructure and production, evidence 
from past episodes suggests that without immediate and robust policy interventions such as targeted subsidies for 
essential goods or public transport the inflationary impact remains a significant challenge to economic stability 
and household welfare. 

Impact on Household Income and Purchasing Power 
Household income refers to the total earnings of all members of a household from wages, salaries, business 
profits, remittances, and other sources. Purchasing power is the extent to which this income can buy goods and 
services at prevailing market prices. The removal of fuel subsidies in Nigeria has had a significant negative effect 
on both indicators, particularly in states like Enugu where transportation and market activities are heavily fuel-
dependent. When fuel subsidies are removed, the immediate increase in pump prices translates into higher costs 
for transportation, electricity generation (especially for households and businesses dependent on petrol or diesel 
generators), and production of goods. These cost increases are often passed on to consumers in the form of higher 
prices for essential goods and services. Since most Nigerian households especially low- and middle-income earners 
receive fixed or slowly adjusting wages, their real income effectively declines. This reduces purchasing power, 
meaning families can afford less with the same amount of money [18]. For example, in the aftermath of the June 
2023 subsidy removal, National Bureau of Statistics (NBS) data showed that household food and transport 
expenses rose sharply, with transport costs increasing by more than 50% in some urban areas. This 
disproportionate increase in living expenses compared to stagnant wage levels forced many households to cut 
down on discretionary spending, switch to cheaper but lower-quality products, or forgo certain needs entirely. The 
income effect of subsidy removal also impacts informal sector workers, small-scale traders, and micro-business 
owners in Enugu State. As operating costs rise due to more expensive transportation, higher energy bills, and 
increased input prices profits shrink, and some businesses are forced to reduce staff or wages. This further worsens 
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household income levels and weakens aggregate demand in the local economy. From an economic perspective, the 
relationship between fuel subsidy removal and purchasing power aligns with the Keynesian theory of aggregate 
demand. Reduced disposable income among households lowers consumption, which can slow down economic 
activity unless offset by compensatory measures such as wage adjustments, tax relief, or targeted social welfare 
programs. While proponents of subsidy removal argue that savings from the policy can be redirected to improve 
infrastructure, education, and healthcare which could indirectly enhance long-term household welfare empirical 
evidence from past subsidy removals suggests that without timely and effective redistribution mechanisms, the 
immediate effect is a reduction in household income adequacy and purchasing capacity. In Enugu State, the 
challenge is particularly acute given the high dependence on public transport and the dominance of small-scale 
trading as a source of livelihood. The combined effects of increased living costs and static incomes mean that many 
households experience financial strain, forcing them to adopt coping strategies such as reducing meal quality, 
withdrawing children from private schools, or seeking additional income streams. 

Impact on Standard of Living 
Standard of living refers to the degree of wealth, comfort, material goods, and access to basic necessities and 
services available to a particular population or household. It is often measured by indicators such as income levels, 
housing quality, access to healthcare and education, and overall life satisfaction (Adewuyi, 2022). The removal of 
fuel subsidies in Nigeria has had a direct and immediate impact on the standard of living, especially in states like 
Enugu where a large proportion of the population depends on fuel-powered transportation and energy. When fuel 
prices rise sharply due to subsidy removal, the effect ripples across all sectors of the economy transportation costs 
increase, food and goods prices climb, and household utility expenses surge. For many households whose incomes 
remain unchanged, this leads to reduced consumption and compromises in quality of life. In practical terms, the 
higher cost of living forces families to make difficult choices such as reducing meal sizes or nutritional quality, 
delaying healthcare visits, withdrawing children from higher-cost schools, or relocating to less expensive housing. 
Over time, these adjustments can erode physical well-being, educational attainment, and overall socio-economic 
stability. The poverty impact is also significant. Studies, such as Eze and Nwankwo (2021), have shown that 
subsidy removal disproportionately affects low-income earners, who spend a higher share of their income on 
transport and food. In Enugu State, urban residents experience rising rent and utility costs, while rural dwellers 
face higher market prices for basic commodities due to increased transport expenses from farm to market. From an 
economic theory perspective, this aligns with the Welfare Economics Theory, which posits that any policy change 
should ideally enhance overall social welfare. While subsidy removal may theoretically improve long-term welfare 
if savings are invested in infrastructure, education, and social services, the short-term reality often involves a 
decline in living standards especially in the absence of effective safety nets or targeted social interventions. In the 
case of the June 2023 subsidy removal in Nigeria, promises of palliative measures and infrastructure improvements 
have yet to fully materialize for many citizens. In Enugu State, the effect has been an increased financial burden on 
households, shrinking disposable incomes, and rising socio-economic inequality. Unless addressed through wage 
adjustments, targeted subsidies, or expanded public welfare programs, the reduction in living standards could have 
long-lasting implications for human capital development and economic stability in the region. 

Theoretical framework 
Keynesian Theory of Aggregate Demand 

The Keynesian Theory of Aggregate Demand, developed by the British economist John Maynard Keynes in the 
1930s, emphasizes the role of total spending in the economy comprising consumption, investment, government 
expenditure, and net exports in determining overall economic activity and employment levels (Keynes, 1936). 
According to the theory, aggregate demand is the primary driver of economic growth in the short run, and 
fluctuations in demand can lead to periods of economic expansion or contraction. Keynes argued that when 
aggregate demand falls, economic output declines, leading to unemployment and reduced incomes. Conversely, 
when aggregate demand rises, production expands, creating jobs and increasing income levels. Government 
intervention, such as fiscal stimulus, is therefore essential to maintain adequate levels of demand during economic 
downturns. In the context of fuel subsidy removal in Nigeria, the Keynesian framework provides insight into its 
potential contractionary effects on the economy. The sharp increase in fuel prices after subsidy removal raises the 
cost of transportation and goods, reducing households’ real income and purchasing power. With less disposable 
income, households cut back on consumption, thereby lowering aggregate demand. For example, in Enugu State, 
increased fuel costs translate into higher transport fares and commodity prices. Families spend a larger share of 
their income on essential items like food and transportation, leaving less for discretionary spending. This decline 
in non-essential consumption can negatively affect small businesses and service providers, slowing local economic 
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activity. From a Keynesian perspective, such a reduction in aggregate demand can lead to a cycle of slowed 
production, reduced business profits, job losses, and further income decline—unless offset by proactive 
government measures. These measures might include wage adjustments, targeted subsidies for low-income 
households, or increased public spending on infrastructure and social services to stimulate demand. The theory 
therefore suggests that while fuel subsidy removal may have long-term fiscal benefits, without compensatory 
measures, it can dampen short-term economic activity by constraining household spending, which is a major 
component of aggregate demand. This makes the Keynesian framework valuable for analyzing the socio-economic 
implications of subsidy removal on living standards in Enugu State. 

Empirical Review 

Okoli and Adebanjo (2020) studied Fuel Subsidy Removal and Its Impact on Inflation in Nigeria using time-series data 
from 2000 to 2018. They found that subsidy removal significantly increased inflation in the short term but had 
negligible long-term effects if complemented by infrastructural investments. Eze and Nwankwo (2021) examined 
Subsidy Removal and Household Welfare in South-East Nigeria through a household survey. Their findings revealed 
that 74% of respondents experienced reduced purchasing power, while 62% had to alter their consumption 
patterns drastically. Akinyemi and Okonkwo (2021) analyzed Fuel Price Deregulation and Poverty Levels in Nigeria 
and found a strong positive correlation between fuel price increases and poverty incidence, particularly in urban 
centers. A World Bank (2023) policy brief noted that Nigeria’s June 2023 subsidy removal immediately pushed 
headline inflation from 22.4% to over 25%, with food inflation surging above 30%. The report emphasized the need 
for robust social protection measures to mitigate the policy’s negative effects. 

 

Table 1: Summary of Literature Review 

Author(s) & 
Year 

Title / Focus Area / 
Scope 

Methodology Key Findings 

Okoli & 
Adebanjo 
(2020) 

Fuel Subsidy Removal 
and Its Impact on 
Inflation in Nigeria 

Nigeria, 
2000–
2018 

Time-series 
analysis 

Subsidy removal significantly 
increased inflation in the short term 
but had negligible long-term effects if 
complemented by infrastructural 
investments. 

Eze & 
Nwankwo 
(2021) 

Subsidy Removal and 
Household Welfare in 
South-East Nigeria 

South-
East 
Nigeria 

Household survey 74% of respondents experienced 
reduced purchasing power, and 62% 
drastically altered their consumption 
patterns. 

Akinyemi & 
Okonkwo 
(2021) 

Fuel Price 
Deregulation and 
Poverty Levels in 
Nigeria 

Nigeria Quantitative 
analysis 

Found a strong positive correlation 
between fuel price increases and 
poverty incidence, especially in urban 
centers. 

World Bank 
(2023) 

Impact of June 2023 
Subsidy Removal on 
Inflation 

Nigeria, 
June 2023 

Policy brief / 
economic data 
analysis 

Headline inflation rose from 22.4% to 
over 25%, food inflation exceeded 30%; 
recommended robust social protection 
to mitigate negative impacts. 

METHODOLOGY 
The study adopts a descriptive survey research design, which allows the collection of both quantitative and 
qualitative data from households, small businesses, and market participants in Enugu State. This design is suitable 
for assessing the changes in the cost of living before and after the June 2023 fuel subsidy removal. The research 
was conducted in Enugu State, covering urban areas; Ogbete, Abakpa, Garriki, and Mayor markets; peri-urban; 
Nsukka and Udi Local Government. This broad coverage ensures representation of various socio-economic and 
geographic groups. The study population consists of 15,175 respondents, comprising 4,040 households, 3,811 
informal sector operators (including traders, artisans, and transport workers), and 7,324 small and medium 
enterprises (SMEs) that depend on fuel for their operations. From this, a sample size of 390 respondents was 
determined using the Taro Yamane formula. Stratified sampling was employed to ensure fair representation across 
different population categories and locations. The main research instruments included a structured questionnaire 
to gather demographic and economic data, a price audit template for monitoring market prices, and an interview 
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guide for key informant discussions. Data collection lasted three months to account for short-term price 
fluctuations. Trained enumerators administered questionnaires and price audits, while the researcher conducted 
interviews and focus groups. Quantitative data were analyzed using simple percentages, while Chi-square (χ²) 

tests were applied to test hypotheses at a 0.05 level of significance 
DATA PRESENTATION, AND ANALYSIS 

This section presents the analysis of the data collected from the study on Subsidy Removal and Cost of Living in 
Enugu State (2020–2024). The analysis was carried out using simple percentages for descriptive objectives and the 

Chi-square (χ²) test to test the stated hypotheses at a 0.05 level of significance. 
Objective One: To examine the effect of fuel subsidy removal on inflation rate in Enugu State 
 

Table 2: Responses on the Effect of Subsidy Removal on Inflation Rate 

Response Option Frequency (f) Percentage (%) 

Increased inflation rate greatly 220 57.9 

Increased inflation rate slightly 95 25.0 

No noticeable effect 40 10.5 

Don’t know 25 6.6 

Total 380 100 

Source: Field Survey (2025)  
Interpretation: The table shows that 57.9% of respondents believed subsidy removal greatly increased the 

inflation rate in Enugu State, while 25.0% reported a slight increase. Only 10.5% claimed there was no noticeable 
effect, and 6.6% were uncertain. This indicates that the majority perceived a strong inflationary effect after subsidy 
removal. 
Objective Two: To assess the impact of subsidy removal on household income and purchasing power in Enugu 

State 
 
 

Table 3: Responses on Household Income and Purchasing Power 

Response Option Frequency (f) Percentage (%) 

Reduced income and purchasing power greatly 210 55.3 

Reduced slightly 110 28.9 

No change 45 11.8 

Don’t know 15 4.0 

Total 380 100 

Interpretation: 
The findings reveal that 55.3% of respondents experienced a great reduction in income and purchasing power 
following subsidy removal, while 28.9% indicated a slight reduction. Only 11.8% reported no change, suggesting 
that most households experienced negative financial effects. 
Objective Three: To evaluate the impact of subsidy removal on standard of living in Enugu State 

Table 4: Responses on Standard of Living 

Response Option Frequency (f) Percentage (%) 

Standard of living reduced greatly 240 63.2 

Standard of living reduced slightly 85 22.4 

No change 35 9.2 

Don’t know 20 5.2 

Total 380 100 

Interpretation: 

A large proportion (63.2%) of respondents reported a great reduction in their standard of living, while 22.4% 
experienced a slight reduction. Only 9.2% claimed no change, confirming that the majority perceived a decline in 
living standards post-subsidy removal. 
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DISCUSSION OF FINDINGS 
The findings of this study provide important insights into the effects of fuel subsidy removal on the cost of living 
in Enugu State, aligning with existing literature while highlighting Enugu-specific realities. 
Effect of Fuel Subsidy Removal on Inflation Rate: The results revealed that a majority of respondents (57.9%) 

reported that subsidy removal greatly increased the inflation rate, with only a small fraction perceiving no effect. 
This supports the statistical evidence from the Chi-square test, which confirmed a significant relationship between 
subsidy removal and inflation in Enugu State. The result is consistent with the study of Okoli and Adebanjo 
(2020), who found that subsidy removal in Nigeria triggered a short-term surge in inflation, particularly when not 
paired with adequate compensatory policies. The sharp price increases reported in Enugu reflect both direct and 
indirect pass-through effects from higher fuel prices to transportation costs, market goods, and services. 
Impact on Household Income and Purchasing Power: Findings indicate that 55.3% of respondents experienced 
a significant reduction in household income and purchasing power after subsidy removal, while 28.9% experienced 
a slight reduction. The Chi-square test results also confirmed the statistical significance of this impact. This aligns 
with Eze and Nwankwo’s (2021) household welfare study, which documented substantial reductions in purchasing 
power following fuel price hikes in South-East Nigeria. For Enugu residents, reduced purchasing power likely 
stems from rising transport and food costs that outpace income growth, thereby constraining household budgets 
and forcing consumption adjustments. 
Impact on Standard of Living: The study further found that 63.2% of respondents believed that their standard of 
living had greatly reduced post-subsidy removal, with only 9.2% indicating no change. This perception was 
statistically supported by the Chi-square test, which revealed a significant link between subsidy removal and 
reduced living standards. The findings resonate with Akinyemi and Okonkwo’s (2021) assertion that fuel price 
deregulation increases poverty incidence, particularly in urban areas. For Enugu State, the results highlight the 
broad welfare implications of higher costs, affecting food security, healthcare access, education expenses, and 
overall quality of life. 
Link to Broader Literature and Policy Implications: The findings reinforce macro-level observations, such as 

the World Bank (2023) report, which noted sharp increases in both headline and food inflation after Nigeria’s June 
2023 subsidy removal. In Enugu State, the inflationary effects appear to have been immediate and pervasive, 
disproportionately affecting low- and middle-income households as well as informal sector operators. These 
results point to the urgent need for robust social protection mechanisms, targeted subsidies, and wage adjustments 
to mitigate the adverse welfare effects. 
Overall, the evidence confirms that fuel subsidy removal in Enugu State has significantly increased inflation, 
reduced household income and purchasing power, and lowered the standard of living. Without effective state and 
federal interventions, these effects are likely to persist, further straining household welfare and economic stability 
in the region. 

SUMMARY OF FINDINGS 
Summary of Findings 

1. Subsidy removal significantly increased inflation rates in Enugu State. 
2. Household income and purchasing power declined notably after subsidy removal. 
3. Standard of living among residents reduced significantly due to higher living costs. 

CONCLUSION 

This study investigated the effects of fuel subsidy removal on the cost of living in Enugu State, focusing on its 
impact on inflation rate, household income and purchasing power, and standard of living. A sample size of 390 
respondents was analyzed using simple percentages and Chi-square tests at a 0.05 significance level. The findings 
revealed that fuel subsidy removal significantly increased inflation rates in the state, primarily due to the direct 
pass-through of higher fuel prices to transportation, food, and service costs. Household income and purchasing 
power were notably reduced, with many residents struggling to maintain pre-removal consumption patterns. 
Similarly, the standard of living among residents declined, with reduced access to quality food, healthcare, 
education, and other essentials. These results are consistent with national and regional studies, including those by 
Okoli and Adebanjo (2020), Eze and Nwankwo (2021), and the World Bank (2023), all of which point to the 
immediate and widespread welfare challenges posed by subsidy removal. In the context of Enugu State, these 
impacts are particularly pronounced among low- and middle-income households, informal sector workers, and 
small enterprises that rely heavily on fuel for operations. The study therefore concludes that while subsidy 
removal may have long-term macroeconomic benefits, such as reducing fiscal deficits and promoting market 
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efficiency, its short-term welfare costs are significant and require deliberate policy interventions to protect 
vulnerable populations. 

RECOMMENDATIONS 
Based on the findings, the following recommendations are proposed: 

1. Implementation of Targeted Social Protection Programs: The Enugu State Government, in 

collaboration with the Federal Government, should design and implement targeted cash transfers, 
transport subsidies, or food vouchers to cushion the most vulnerable households from rising living costs. 

2. Support for the Informal Sector and SMEs: Provide concessional loans, fuel-efficient equipment, and 

operational grants to informal sector operators and small businesses affected by increased operational 
costs. 

3. Periodic Wage Adjustments: Review and adjust wages for public sector workers, and encourage private 
sector compliance with fair wage increases to offset inflation-induced income erosion. 
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