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domestic oil prices
a dangerous policy

KUALA LUMPUR, Tues:
Prime Minister Datuk
Seri Dr Mahathir Moha-
mad said today subsidis-
ing domestic oil prices is
a dangerous policy as it
distorts economic perfor-
mance, and creates social
and political problems.

Fixing the prices of
products in the domestic
market when crude pri-
ces fluctuate violently is
one of the major prob-
lems faced by govern-
ments, he said.

“Failure to handle this
problem adroitly can
cause a government to
fall,” he said at the Asia
0Oil and Gas Conference
luncheon.

Mahathir said while
the world is always made
aware of domestic crude
oil prices, it is not in-
formed, about prices in
other countries.

“Yet, product prices at
the pumps are more
important to the man on
the street and to indus-
tries than crude oil prices
because, in most in-
stance, the price of prod-
uct at the pump bears no
relation to crude oil pri-
ces and a country which
produces oil is expected
by the people to sell
petrol at low prices.

“This involves direct
and indirect subsidies.
The people are happy but

such prices distort the
costs of transportation
and industrial produc-
tion.-

“If the product of the

country are exported, it

means the country is sub-
sidising foreign con-
sumers.”

Mahathir said there
will then come a time
when the government
cannot afford to subsidise
any mote or the govern-
ment is instructed by for-
eign leaders to stop the
subsidies.

“Reaction to such stop-
page can be very violent —
riots, property destruc-
tion are common and
occasionally govern-
ments are overthrown.”

Mahathir said coun-
tries that suffer the most
from high crude oil pri-
ces are the poor develop-
ing countries with no oil
resources of their own.

“They and their people
will have to cut back on
using motor vehicles and
electricity,” he said.

“QOil-producing coun-
tries should consider
some kind of support for
these countries and it is
entirely possible al-
though there will be some
abuse. :

“But this will be a
small price to pay and the
rich oil producers can
well afford this.”
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