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Targeted subsidies necessary for sustainability 
BY CINDY YEAP 

w h e n the Pakatan Harapan 
government kept its 14th 
g e n e r a l e l ec t ion (GE14) 
promise by capping retail 
prices of RON95 and die-

sel at RM2.05 a n d RM2.15 a l i t re f r o m 
J u n e 2018, i t only had to spend about 
RM3 bil l ion in fue l subsidies for t h e 
rest of t h a t year. 

Because Brent c rude oil prices av-
eraged even lower at about US$65 per 
barre l in 2019 and US$42 per barre l i n 
2020, the amoun t needed to keep the fu-
els subsidised at t he p u m p s were even 
lower, according to figures released by 
the Ministry of Finance earlier this year. 

T h e s t r a i n o n g o v e r n m e n t co f -
fe r s on ly b e g a n to s h o w i n la te 2021, 
w h e n oil prices shot above the US$100 
m a r k , sho r ing u p subsidies for fue l to 
RM13.2 billion in 2021 and a w h o p p i n g 
RM37.3 b i l l ion i n 2022 — a c c o u n t i n g 
for n e a r l y half of t h e g o v e r n m e n t ' s 
ou t s i zed RM77.7 b i l l ion subs idy bill 
t h i s year. 

More t h a n half of t h e RM37.3 bil-

l ion in subsidies for petrol , diesel and 
l i que f i ed p e t r o l e u m gas (LPG) m a y 
be going to t h e coun t ry ' s top 20% of 
ea rne r s (T20 — 53%) r a t h e r t h a n t h e 
bo t tom 40% (B40 —15%) or middle 40% 
(M40% — 32%), former finance minis ter 
Tenglcu Datuk Seri Zafrul Abdul Aziz 
told repor te rs i n May. 

P r ime Min i s t e r and F inance Min-
ister Da tuk Seri Anwar I b r a h i m said 
in a Dec 13 s t a t e m e n t t h a t more t h a n 
50% of electr ici ty subsidies are going 
to conglomera tes and those in t h e top 
10%, or abou t one mi l l i on of Tenaga 
Nasional Bhd's 10 mi l l ion cus tomers . 
That 50% could easily work out to RM4 
bil l ion to RM5 bil l ion a year, going by 
previous indicat ions of electricity sub-
sidies be ing RM8.9 bi l l ion of t h e total 
RM77.7 bil l ion. 

A n w a r h a s d i r ec t ed t h e r e l e v a n t 
agencies a n d m i n i s t r i e s to work ou t 
ways to be t te r target subsidies. 

Direct cash t r ans fe r s to vu lnerab le 
groups would ensu re t h e r ight people 
get aid. Some of t h a t m o n e y could also 
come f r o m a gradual reduct ion in sub-
sidies to m i n i m i s e shock and poten-

tial second- round inf la t ionary effects. 
Every 20 sen reduct ion in subsidies 

for RON95 pe t ro l a n d diesel s h o u l d 
yield RM5 billion in savings per year, or 
RM416.7 mill ion per m o n t h , UOB Bank 
Malaysia senior economis t Jul ia Goh 
told The Edge in July, a n u m b e r tha t still 
applies today. 

W h i l e g l o b a l oi l p r i c e s h a d re-
t r e a t e d t o US$80 p e r b a r r e l levels , 
t h e p r eva i l i ng re ta i l p r i ce of RM3.35 
for RON97 (unsubs id i sed) is st i l l eas-
ily RM1 above t h e p r i ce ce i l i ng for 
RON95 a n d diesel . 

As acknowledged i n t h e 2023 Eco-
n o m i c Outlook repor t , b l anke t subsi-
d ies have " e n c o u r a g e d l eakages a n d 
abuse of subs id ised goods", a n d "con-
t i n u o u s ine f f i c i en t a l locat ion of sub-
s id ies wi l l adverse ly a f f ec t t h e long-
t e r m f iscal sus ta inabi l i ty" . A g radua l 
move towards t a rge ted subs id ies n o t 
on ly ensu re s a m o r e equi table dis t r i -
b u t i o n of resources b u t also increases 
t h e g o v e r n m e n t ' s abi l i ty to s p e n d on 
e n h a n c i n g p r o d u c t i v e capac i ty , in-
c l u d i n g pub l i c i n f r a s t r u c t u r e i n t h e 
h e a l t h a n d e d u c a t i o n sec tors . • 

Almost RM20 bil of the 
RM37.3 bil projected 
petrol-based subsidies for 
2022 goes to the top 20% 

B40 
R M 5 . 6 bB 

T20 
R M 1 9 . 8 bit 

M40 
R M 1 1 . 9 6 H 
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