25/ 09/ 2000
“Fuel subsidy too high' (HL)

Pat vi nder Si ngh

KUALA LUMPUR, Sun. - Retail petrol and diesel prices should have gone up a
long tine ago but the Governnent held back on this out of concern for the
peopl e' s views, Finance M nister Tun Dai m Zai nuddi n sai d today.

He said when the Government was prepared for an increase, various
statenents cane out "frightened" the people.

It was not a question of increasing prices, he said, but rather the fue
subsi dy being too high.

"W want to reduce it (the subsidy) a little. Ml aysians al ways want
subsi di es. We nust discard this subsidy nentality," he said.

Daimsaid this to reporters after officiating an international
children's painting exhibition themed "One Wrld - One Humanity" at the
Yayasan Seni Berdaftar here.

"When you talk of rise in (petroleum prices, you nust tal k of
subsidies. W are one of the few countries which have a huge subsidy on
petrol eum" Dai msaid when asked about the inpending increase.

Asked how nmuch the Governnent spent on the subsidy |ast year, he said:
"Billions. This year nmuch nore."

In 1998 al one, the Governnent spent RVMBOO million as subsidy.

Dai m sai d Mal aysi ans nust realise that the Governnment's subsidy
benefited forei gners who bought petrol eumfromborder areas.

"(lIt is) no use that when we subsidise, others profit. Don't forget that
when petroleumis cheap, others take advantage,"” he said, adding that the
price should be conpared to other countries |ike Thailand, |ndonesia and
even Brunei, where he said the rate was hi gher

Asked about | arge anobunts bought at border areas, he said many peopl e
came from nei ghbouring countries to buy fuel as could be seen by the I ong
queues and increased sales in the north and south.

Daimsaid it was up to the Cabinet to decide on the date to | ower the
subsi dy.

"That is a Cabinet decision. | don't make the decision," he said.

On concern that a price rise would cause inflation, Daimsaid it would
not as for the last 20 years the Government had controlled it.

"W have no problem Most inportant is have faith in yourself and the
Gover nnent . "

He al so said the increase in petroleumprices would not affect the
country's growt h and advi sed the people to spend w sely.

On increased international oil prices being a boon to Mal aysia as the

country al so exported oil, he said: "It's a boon but we also inport. Qurs
(exports) is premumoil and we inport heavy crude. So, it cuts both
ways. "

Daimalso said it was his viewthat international oil prices would comre
down sonetime next year. Probably after wi nter, he added.

Mal aysi a's petrol punmp price of RML.10 per litre is subsidised by a
hefty 45.79 sen by the Governnent. Prices were last raised in 1990.

According to Donestic Trade and Consuner Affairs Mnister Tan Sr
Muhi yddi n Yassin, the Government had absorbed increases in oil prices by
directly subsidising the fuel, anmounting to about RMb billion, over the
past eight to 10 years.

The price of crude oil surged to a 10-year high of US$36 (RML36) a
barrel earlier this nmonth

Prime Mnister Datuk Seri Dr Mahathir Mhamad had on Sept 21 said a rise



in petrol prices mght be inevitable but warned traders and service
provi ders that they should not use this as an excuse to raise prices.
He said the Governnent was careful wi th any increase.
( END)
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