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Abstract
Price deregulation is viewed in most economieshefworld as the effective way of securing and snistg
consumes welfare. This is because with a given amount amfsamersincome and budget constraint, the
consumers are able to maximize their satisfactiomfavailable varieties of products they need as&l This
paper therefore examines the likely economic cambtthat could cause a distortion in price deratjuh and
the associated impact on consumers’ welfare. Faetffecting price deregulation in Nigeria are presd and
discussed and recommendations such as the isstieglefs/sellers association characterized in niNiggrian
markets have to be abolished to enable free flogoafds and services to be determined by the irtteraof
demand and supply. This means that any sellereis fo enter the market to dispose his/her goodsowiit
interception by any agent. If this is followedwitll help to restore the dignity of consumers ie tmarket and
others in conformity to global economic practice
Introduction
Price deregulation can be defined as the voluntatyre of cost of exchange of goods and servicemnin
economy. This is a situation where people exchaymmls and services for something that they valug ve
much. Price deregulation is also seen as the nthamsgh which price are charged in the market wherde
that benefit both parties take place. Usually, oleeegulated economy, consumers are assumed tdibeat in
their choices of consumption; given their income amarket prices of goods and services. The consupian
their awareness of their spending so as to attanhighest possible satisfaction or utility. Thixa@rding to
Kontsoyianis (2004) is regarded as choice congistemd transitivity. Choice consistency connotest ih a
consumer prefers commodity A to B, he or she will prefer B to A. in another situation, choice sitinity
connotes that if commodity A is preferred to B d@hgreferred to C, he or she most definitely prefeto C.
when this happens, it means that the consumersatiomnal in allocating their given money income ttee
purchases of goods and services of their choice.
In the same vein, Onah, (2002) in analyzing thegmat utility theory maintains that in a deregutheconomy,
the consumers have unlimited wants which have tediisfied by their limited income. He opines tkath
incomes are usually allocated to various purchaseas to make the consumers attain the highest tf
satisfaction. In this scenario therefore, priceduge consumers to economize on goods that aravedjat
expensive to produce.
Ojo (2002) is of the opinion that income limitation budget constraint of the consumers makes iyatary for
the consumers to exercise their power of choicés fieans that the income of the consumers detesmihat
goods and services to purchase in order to attakimum satisfaction for every unit of expenditurada. The
idea makes the consumers rational; that is, cdlealand logical in their action. Furthermore,dflects the idea
that the producers are under obligation createithéiy own resourcet® reap profit. However, price deregulation
is relevant when such expenditure pattern of thresemers have no more much influence on their copam
behaviour. But if in the alternative, the sellefstlee products decide to alter such prices by argadrtificial
scarcity on their supply to market to make abnorarasupernormal profit, such actions may disruptqs of
such goods and services and affect the consumevsreignty. Consumers’ sovereignty according to Umo
(2007) is the liberty of the consumers to applyirtiicome within their budget constraint in suchvay that
utility maximization objective is attained. Howeyevhen such acts are not achieved price deregnlafilects
the economy negatively.
Negative Influence of Price Deregulation on Consumg
According to Okereke (1994), pricgeregulation has negative influence on consumersergignty most
especially when the commodity which the consumensehpreference for has no close substitute(s)ut¢h g
way, the consumers have no alternative than tahsted into purchasing the only available commatthigye by
creating some certain ripple effect on them. Supbple effect according to Anyanwn (1991) includée t
following:-
Income Inequality
Price disruption on the price of goods and servinea deregulated economy may lead to income ifégua
Income inequality according to Heshmati (2004 }his unfair income distribution among individual seholds
the society. It is also the share of total incongmimst the cumulative proportion of income receisd
individuals or groups in a particular society. Nd@nd Heshmati (2006), opine that income inequaitncome
differential between the rich and the poor, whiekults in unfair income distribution. This occuexchuse in
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real life situation, if prices are increase duettficial scarcity, created by the seller of anmpgluct it enables
them make abnormal or supernormal profit. Thisfiieat results to greater societal inequality indnme and
wealth. The high income earners according to Or2floZ) would not mind purchasing such goods at any
prevailing price in the market, but the low incorsrners in other to purchase or compete equally thé rich
has to undergo borrowing to augment their incomferkepurchases. This according to Onah (2002) asae
the gap of income inequality in the society. Irnrailar situation, the sellers of the product arétdreoff by such
artificial creation.

Fall in Consumers’ Preference

Consumers’ preference according to Lawal (198@)tsined when the consumers’ purchase goods aniteer
based on their income and budget constraint. Berwrices are disrupted because of decrease itysoipihe
product(s), it will negatively affect the budgetnstraints of the consumers and consumer’s prefereffus is
because as price increases their money incomdalliind this means that the consumers’ income nalimore
be able to sustain the actual purchases needdbéinrivelinood. In such a situation, the consusnare worse
off because their utility maximization are distube

Decrease in Savings

Savings which is the money put aside for futureppees are affected when prices of goods and serinicine
market are disrupted Onah (.2002). This is becauken price changes, in the society due to auwifisecurity
of the product in the market, the money incomehefd¢consumer’s falls and it becomes costlier forcthresumers
to buy the same goods and services as before. drtsumers, in other to consume the same level adgyaad
services, have to draw from past savings or sofunegs through borrowing in order to consume. Thisuws
when the prevailing income is no more able to $nstad maintain their living standard in the sogiet

Increase in Priceof Other Commodities

Increase in price of goods and services that hasloge substitute(s) and are essential to life ddst of
influence on the prices of other commodities. Hwtance, the incessant increases in price(s) oblpatn
product may not only affect the price of transpiiota but also the prices of other commodities ia tharket.
This is because the incidence of such increaseiéegare not borne by transporters alone but feanesl to the
cost of transportation of the commodities which &nally bored by the final consumers in the market
Campbell et.al 2008)..

Economic Destabilization

Prices are major foundation upon which most econguoiicies are built. But when prices are disruptec
deregulated economy, the whole economy is put éotafusion and chaos, thereby leading to a fallaaiad
welfare. In furtherance of the above discussiois itmportant to note that in any economy the coremsm
sovereignty is the most paramount in the theorycafisumer bahaviour. This is because in any situatio
consumers may find themselves, their objectivesnvaaeimization of satisfaction or utility. Howevehe quest
for consumer satisfaction may be thwarted becadiséheo prevailing economic conditions. Such economic
conditions according to Nandi (2005) depend orfélewing factors.

Income and Status of the Consumers

Income and status of consumers according to Anyai®Q1) determines the price consumers can pay®n t
goods and services of their choice. This is begaam®me of the higher income earners prefer to lmodg and
services when their prices are arbitrary high tivaen the prices are low because of prestige amdsstia such
a situation, the consumers adjust to increase ite fyecause of their position in the economy. Butlow
income earners, the adjustment may not be possilita.instance, the low income earners want tustdto the
prevailing economic condition of increased prick®y may not be able to do so. This can resultbjec
poverty and a reduction in their welfare level.

Gap between the Rich and the Poor

If the gap between the rich and the poor widens,dffiect of changes in prices may be felt much bgrger
population with low income. This act may resulnggative consumption of such goods in the econoiaimgy
large population to draw from past savings or do imorrowing in order to consume. This accordingdjo
(2002) will negatively affect the overall developmhén the economy.

Government Policy

Government policy is one of the major constraitiat taffect pricing of most goods and services igexian
economy. Usually, the goods which have greatemuénfte on larger population within the economy are
controlled by the government. In such a situatiothé government decides to use such goods as asntda
income generation in the economy, their prices iigde arbitrarily with less regard to low-incomareers.
This according umo (2007) will eventually hampes tonsumption behaviour of consumers in the economy
Nature of the economy

The nature of the economy can also influence tmswmption decision of the entire population Camipbiel
(2008). Globally, consumers are regarded as kimdise consumption of any product(s) in the markédrket
survey and consumers preference ordering are ysiaddkn into consideration before such goods andces

105



Journal of Economics and Sustainable Development www.iiste.org
ISSN 2222-1700 (Paper) ISSN 2222-2855 (Online) l'—,i,!
Vol.5, No.10, 2014 IIS E

are produced and supplied. But in most developmgnties like Nigeria, the deregulated nature ofgsicould
be a way of altering the behaviour of consumersatde the enrichment of oneself that is strategypfofit
maximization. This is capable of changing the comstion behaviour of consumers towards a particular
product(s).

Cost of production

In a deregulated economy, cost of production mitgfwtart the efforts of consumers in maintaining the
equilibrium welfare. This is because, when productiosts are raised, such costs are built intgtioes of the
goods supplied in the market. The consumers whohage such goods are worse off because their botget
not be able to sustain their level of purchasesethe resulting in dissatisfaction in the objectioé the
consumers.

Nigerian Experience of Price Deregulation in GlobaEconomy

Globally, price deregulation enables the consurteedecide on what goods to consume given theirnmrecand
budget constraint. The purchasing power of the woress depends on market forces of demand and supipky
is because the consumers are assumed to havelltkadwledge and information about the products #relr
prices in the market. Increase in prices of suddpcts may lead to low patronage by the consunesuch a
case, consumers are regarded as kings becausargidlronage to the products. This encouragepribauction
and distribution of such goods in the market. HosveMn Nigerian economy, although prices are often
deregulation, the deregulations according to N{2@05) are affected by so many factors such as:

Sellers association

Most traders in Nigerian economy belong to one @asion or another. Such traders associations lyscallude
with each other or one another to determine theeprifor their products. Consumers are disallowedn fr
exercising their power over production of such gotitereby eliminating the idea of preference ordghy the
consumers

Taxation

One way through which the government collects raeefiom the producers and sellers of taxable geods
services, in Nigeria is through indirect taxes. Séhéaxes are imposed on goods and services inahemThe
effects of such taxes are increased in priceseottmmodities concerned. Indeed, indirect taxecamnsidered
as cost on production. This is because when taeesrgosed, the producers’ transfers such taxdéiset@ost of
production inform of high prices. The main questimre is who actually bears the burden of suchsi®it the
producers or the consumers? The payment of suatebwccording to Onah (2002) depends on the atgstic
demand for the product. Usually, the producers #med consumers share the burden when goods arg fairl
elastic, and fairly inelastic. But when the goods perfectly inelastic, the burden is shifted te donsumers of
the product in form of high price thereby making ttonsumers to be worse off.

Time

In Nigeria economy the length of time in which geade supplied to the market is one of the majctofa that
affect prices. Usually, the supply of most produetikes a longer period to reach the places whexg dne
needed. In such a situation therefore, the setibtBe products increase the prices of their prtglby creating
artificial scarcity to reap higher profit.

Government action

The actions of government also affect the markéeteprof goods and services in Nigerian market. This
because government can sometimes put ceiling aeptio prevent increases so that every consumkehavie
equal right of consuming such goods. This actioralisays devastating since the expensive bureaacrati
machinery of setting up the operation and supemisif such actions may lead to black markets; wimely
make the sellers to withdraw their products from tharket thereby worsening the scarcity and madirlg the
rich to have advantage over the purchase of suadupts.

Recommendations

Since the main purpose of price deregulation ineggnomy is to eliminate or reduce the above weskirethe
operation of the market, Nigerian economy in otdemaintain and sustain its dignity has to follova@ down
procedure that will help in the operations and sup®mns of market. Globally, to achieve these aiitie
following recommendations are made.

Firstly, the issues of traders/sellers associatiwaracterized in many Nigerian markets have tobdmished to
enable free flow of goods and services to be détemunby the interaction of demand and supply. Théans
that any seller is free to enter the market to aisphis/her goods without interception by any agénhis is
followed, it will help to restore the dignity of asumers in the market.

Secondly, the government should make it possibtltav the control of Nigerian markets to be in tlends of
organized sectors instead of imposing its con@avernment control in markets allows disastrousct in the
economy because it only allows the rich to partekéhe consumption of goods while the poor arehfent
improvised.
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Thirdly, the gap between the high and the low ineagarners in the society need to be bridged tolerihbm
have equal opportunity of participating effectivatythe market. For instance, if income is disitédgd evenly in
the economy, it will enable the poor to partakéhi@ consumption of goods and services whose paie$igh
in the market.

Finally, consumers’ protection agencies should siakdished in every local government areas in thewtry to
help supervise the sales agents who exploits theuroers for the purpose of profit maximization.slrch a
situation, physical measures such as tax forcebeaapplied on those who sell their products at drigirices.
This if properly implemented, will make the pridesbe affordable to all and sundry in the economy.
Conclusion

The major economic issues of price deregulatiothenglobal economy and its effects in the consumeese
presented and discussed in this paper, price dateguis not satisfactory as far as Nigeria isa@ned because
of some prevailing economic conditions. Such cood# include the nature of the economy, cost otlpation
of goods and services, income and status, governpadicies and the huge financial gap between iitle and
the poor. The paper also examined the major factiesting price deregulation in Nigerian econorogls as
traders association, Government action, taxatiehteme to mention but a few and advanced recomntarda
on how such problems can be streamlined for thefiteaf the Nigerian populace.
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