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Petrol price likely to go up due to nounting cost of subsidy

KUALA LUMPUR, Wed. - The price of petrol is likely to go up as the
Governnent can no | onger bear the cost of the nmounting oil subsidy,
Donmesti ¢ Trade and Consuner Affairs Mnister Tan Sri Mihyi ddin Yassin said
t oday.

He sai d the Governnent had absorbed the increase in the price of petro
totalling RVb billion for the past eight to 10 years to help contro
prices for the people' s benefit.

The price was | ast raised in 1990.

However, he said, due to the higher cost of international crude prices,
the cost to the Government in terms of tax foregone and direct subsidy on
petrol eumproducts was expected to reach RMb00 million annually if the
price of petrol was not raised.

"An increase in petrol prices appears inevitable given the fact that the
subsidy will be a huge burden to the Governnent. However, the exact
guantum of increase has not been deci ded yet."

Muhyi ddi n said this when asked by reporters whether the governnent has
made any deci si on on whether to increase the price of petrol with the
price rise of world crude petrol eum

He said in determ ning the quantumof the i ncrease, the governnent woul d
take into consideration the i npact of the increase on various sectors |ike
t he Consuner Price Index, inflation rate and transportation costs.

Muhyi ddi n sai d the Government woul d ensure that consuners woul d not fee

the pi nch due to the increase and the price would "still be anong t he
cheapest” in the region
"As the nationis still trying to recover fromthe economc crisis, we

wi Il ensure that the increase will not burden consuners,"” he told
reporters after a visit by Cabi net menbers to the Petronas Twi n Towers,
led by Prime Mnister Datuk Seri Dr Mahat hir Mohamad here today.

They were briefed on the devel opnent of the Kuala Lunmpur Gty Centre by
KLCC Urusharta Sdn Bhd managi ng director Arlida Ariff and earlier
entertained to lunch by Suria KLCC chai rman Tan Sri Azi zan Zai nul Abi di n.

Deputy Prinme M nister Datuk Seri Abdul | ah Ahmad Badawi was al so present.

Muhyi ddi n sai d a study was bei ng conducted by the Finance M nistry on
the inmpact of a reduction in the subsidy.

A subsidy for the products, which takes the formof partial exenption
fromduties, is to stabilise fuel prices, hence putting alid on
inflationary pressures.

Dr Mahathir had said that a study on the increase in petrol prices was
necessary in viewof therisein crude oil prices, nowhovering at US$30
(RML14) a barrel conpared with US$10 i n Decenber 1998.

Prices at the punp are currently determ ned by the Automatic Pricing
Mechani sm (APM whi ch takes into account factors such as cost of
production and crude oil, as well as nargins for deal ers.

The Automatic Pricing Mechani smhad successfully regul ated supply and
ensured petrol was narketed at reasonabl e and af f ordabl e prices at retai
outlets.

Currently, the price of unl eaded petrol (RON 97) in Peninsular Ml aysi a
is RML. 10 per litre and RML. 06 per litre for unleaded petrol (RON 92).

Di esel is priced at RVMD. 651 per litre and LPG at RML18.0 per litre.

Institute of Strategic and International Studies deputy director-genera
Dat uk Dr Zai nal Aznam Yusof said recently that Ml aysia's prices of



petrol, diesel and liquefied petroleumgas (LPG, with the exception of
I ndonesi a, are the | owest anong Asean nenber countries.

The subsidy for petrol (RON 92), amounts to 41.63 per cent, diesel 63.41
per cent and LPG 55.78 per cent. Petrol prices in Singapore are 160 per
cent higher and in Thail and 35 per cent higher than in Ml aysia.

On whet her the Governnment has set any tinme franme for the study, he said:
"That will be up to the Finance Mnistry after they get all the feedback
and input fromall parties.”
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