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PROGRAM SUBSIDI PETROL (PSP)  

Petrol Subsidy Program for Bantuan Sara Hidup Recipients 

 

The Facts 

 

• Announced by Minister of Domestic Trade and Consumer Affairs, Datuk Seri 

Saifuddin Nasution on 7 October 2019. Expected to benefit 2.9 million 

Malaysians. 

• In fulfilment of Pakatan Harapan’s “100-day” election promise in Buku Harapan 

(Janji #2) to provide targeted petrol subsidy and stabilize petrol prices to control 

costs of living.  

• Eligible Bantuan Sara Hidup (BSH) recipients would be given cash transfers every 

four months to offset the impact of petrol price increase. 

• The subsidy for RON95 petrol will be removed and the price of RON95 will be 

allowed to float according to market prices. 

• BSH recipients eligible for PSP scheme:  

- owners of car below 1600 cc, or vehicle above 10 years old if above 

1600 cc 

- motorcycle below 150 cc, or above 7 years old if above 150 cc 

 

 
 

• The PSP scheme only applies to BSH recipients in Peninsular Malaysia, and the 

price of RON95 will continue to be subsidised and fixed at RM2.08 per litre in 

Sabah, Sarawak and Labuan.  
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Comments 

 

INSAP had in the past supported the introduction of targeted subsidies for fuel, and 

other essential goods and services. Poor petrol subsidy mechanism in the past have 

resulted in a heavy toll on public financing while the subsidies only benefited about 30 

per cent of Malaysians. As a general rule, the more a household spends on petrol, the 

larger the subsidies received by the same household, compared to lower income 

groups that may own only one vehicle or none at all.  

 

In 2014, the Barisan Nasional (BN) led government initiated a review of blanket petrol 

subsidies to reduce fiscal burden, plug leakages caused by smuggling, and stop high-

income earners and foreigners from benefitting from Malaysia’s cheaper petrol. The 

result of the review was the reduction in subsidies and the introduction of a mechanism 

to allow petrol prices to fluctuate weekly while the government controls of the amount 

of subsidy they would spend. At the same time, the subsidy for the higher-grade 

RON97, was removed.  

 

The PSP scheme announced by the Pakatan Harapan (PH) government may be 

commendable for its fiscal prudence and ensuring a sustainable petrol subsidy 

mechanism, it does not completely address the issues faced by lower income groups, 

and the likely increase in cost of goods and services as a result.  

 

Key concerns: 
 

1) Floating the price of RON95 would have far-reaching impact on Malaysia’s 

economy, and prices of goods (and cost of production). The Ministry of Domestic 

Trade and Consumer Affair and the Ministry of Finance had yet to present an 

impact study of such move on the economy, and the affects on consumers and 

business owners.  

 

2) The PSP scheme may offer some degree of assistance to eligible BSH recipients but 

neglects lower and a big segment of working class not currently under the BSH 

scheme. The removal of subsidies for RON95 would most likely result in higher 

petrol prices and subsequently pushing up costs of goods and services. How would 

the government address this issue and provide support to non-BSH Malaysians in 

the B40 and M40 category? 

 

3) Fuel could be a big component of monthly expenses to lower income groups or 

small businesses which rely on their only transportation to work or deliver goods. 

Any subsidy reduction without specific support system could cause shocks to lower 

income families or small businesses.  
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4) Extending cash transfers to owners of small engine capacity vehicles would not 

address the increase in cost of living for lower income groups, including BSH 

recipients.  

 

5) The Ministry of Domestic Trade and Consumer Affairs did not specify the timeline 

for the floating of RON95 and any sudden announcements would shock the market. 

The Ministry also did not explain the formula for the quantum of cash transfers 

which may or may not offset the impact of higher petrol prices on lower income 

groups. Due to market fluctuation, there are doubts on how far the PSP cash 

transfers - RM30 per month for car owners or RM360 per year – could help alleviate 

the cost of living for BSH recipients living in urban areas.  

 

6) The weakness in the BSH scheme extends to any other initiatives the government if 

it continues to use the Bantuan Sara Hidup database for redistribution of wealth and 

subsidies.  First of all, the BSH scheme does not cover single adults (59 years and 

below) or any young Malaysians, and hence they would be essentially discriminated 

in consideration for the PSP scheme regardless of their income status. Secondly, as 

BSH handouts are only given to head of the household, working spouses that own a 

vehicle or need to travel would not enjoy the PSP scheme cash transfers yet they 

would be negatively impacted by higher petrol prices similar to vehicle owners in 

the higher income groups.  

 

 
 Source: Bantuan Sara Hidup website 
 

7) Similarly, small business owners that were cast out under the BSH scheme 

(regardless of income level) would also not enjoy the government’s PSP assistance 

program.  
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8) A more comprehensive PSP scheme is needed to adequately address cost of living 

for lower income groups, and a more inclusive mechanism to ensure that those in 

the lower M40 group (or deserving non-BSH recipients) would not be denied 

targeted assistance, or subsidy. A multidimensional measurement is needed for PSP.  

 

9) Any reduction in fuel subsidies should be a long-term measure and not a staggered 

pull back. In return savings should be used to put invested in renewable and green 

energy facilities for electric cars, making electric cars a practical and cost-effective 

choice of vehicle.  

 

10) The reduction in subsidies and the expected increase in price of petrol would come 

at a time when they government had recently introduced new taxes (e.g. soda tax, 

digital service tax, real property gain tax, airport departure tax) and considering 

other forms of taxes to boost revenue in year 2020.  

 

11) The priority of the government has to be the strengthening the domestic economy 

and provide practical economic solutions to the many issues plaguing the people 

including income stagnation, rising cost of living and slow growth in employment 

opportunities whereby unemployment rate was 3.3% or in short, 524,800 Malaysians 

had no jobs at the end of July 2019.  

 

12) In such a tight economic environment, Malaysian households are under pressure to 

fulfil debt obligations and rising costs. The removal of GST in 2018 did not actually 

resulted in lower price for consumer goods as originally promised, and the re-

introduction of SST meant some production costs were passed down along the 

supply chain to the end consumer. While the government maintained that the 

inflation rate of 1.6% to 2% is manageable for goods and services but the common 

man on the street would continue to bear the heat of rising prices if the 

government does not work on lowering costs of doing businesses, and improve the 

business environment in the near term. 

 

13) While introducing targeted subsidies is a welcomed move, the government must 

also have a holistic plan to address the impact of the move on the people, and 

measures to spur the economy and keep the till ringing at local businesses. The 

capacity of a car or motorcycle does not truly reflect the household’s economic and 

financial burden – and definitely should not be the only means to measure the 

eligibility of the household to receive government support.  

 

Kat W. Wong, INSAP 

8 October 2019  

//END 


