21 SEP 2000
MAHATHI R- PETROLEUM
DR MAHATHI R WARNS THOSE RAI SI NG PRI CES TCO HI GH

SHAH ALAM Sept 21 (Bernama) -- Prime Mnister Datuk Seri Dr Mahathir
Mohamad today i ssued a stern warning to firms and donmestic operators
agai nst raising prices of goods and services too high if there were to be a
hi ke in petrol eumprices.

"Nobody should raise their prices (indiscrimnately) just because the
price of petrol eumgoes up," he said.

He said this was because fuel costs in businesses sonetines constituted
just five percent of their total cost of production

"If it goes by 10 percent, the price of oil is just 0.5 percent the
cost of production," he said after opening an international conference here
on the role of the nmedia in Non-Aligned Countries.

"Therefore, it is nobody's right to raise the price of goods and
servi ces because of the petroleumprice hike as it only involves a snal
percentage of their costs," he said.

However, he said in raising the price of petroleum products, prices in
the transport sector woul d have a higher increase (in costs).

"W want to know the extent of the increase, if it is 20, 25 or 30
percent, they cannot raise their fares or prices nore than that," he said.

Asked whet her petrol eumprices would be raised, Dr Mahathir said the
governnent was still studying the matter and has yet to nake a decision

Al t hough the governnment has yet to decide, an increase in the price of
petrol eumwas inevitable as the governnment gave out a large subsidy in view
of the rising price of oil, he said.

He said the governnent woul d now have to spend nore than RML billion
for the petroleumsubsidy (with the current prices of crude oil).

As such, he said although the price of crude oil was high, the
governnent woul d continue to provide the petrol eum subsi dy.

"W cannot avoid fromgiving subsidies but we will reduce the (amunt
of petrol eum subsidy,” he said.

Dr Mahathir said the government was al ways very careful with any petro
price hike "because we are thinking of the welfare of the people.™

The nove to raise petroleumprices cones in the wake of the
governnent's proposal to review the petrol eum subsi dy whi ch has been
i ncreasing significantly over the years.

For instance, in 1998, the devel opnent expenditure for heal th anounted
to RM716 million compared with about RVBOO million for the subsidy on
petrol eum prices. That ampunt is about 70 percent of the health expenditure
and about 48 percent of the allocation for housing. -- BERNAMVA
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