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The Federal Senate has successfully
moved the Rudd Governments
Fuelwatch Bill to committee. Now it is
time to have a say.

Up until this announcement, a national
Fuelwatch scheme has been an emotional
debate played out in the media. The
establishment of this committee means
the hard light of reality will now focus on
what isa awed policy.

Andwhyisit awed?To nd theanswer
we need a high school science lesson
on Dynamic Equilibrium. A dynamic
equilibrium is a moving balance.

Because change is a constant in life
and in nature, almost nothing is static or

xed. Almost everything is dynamic - in
a process of movement, adaptation and
adjustment in relation to everything else.
And at the same time, everything is in
equilibrium - in balance.

And so it is with fuel pricing.

At any time of the day, a fuel retailer
posts a board price based on a series of
factors  traf c direction and intensity,
level of fuel underground, day of the week,
cost of nance and customer behaviour.

Also taken into account is the most
in uential, competition in the local
market. This is a dynamic process of
adjustment in relation to everything
else.

Conversely, this must balance with the
consumer s dynamic factors. How much
fuel do | have? Where am | traveling? And

do | have enough money?

Fuelwatch threatens to interfere with
the dynamic equilibrium of fuel pricing.

To meddle with this mechanism by

xing the price for 24 hours will only
harm retailers and customers.

The consumer s ability to get the best
deal at all times will be diminished. A
fuel retailers right to adjust the board
price to re ect the market will be lost.
At best a customer will pay too much. At
worst an independent fuel retailer will go
out of business.

In Australias fuel market, customers
and retailers balance their wants for
price and margin continually. Regardless
of the perception, the fuel price cycle
has produced a highly competitive price
structure.

Eventhe ACCCreportofthe inquiry into
the price of unleaded petrol published
December 2007, suggested that if any
changes were adopted there will not be
asigni cant drop in petrol prices .

If the Rudd Government nds it hard
to remember to buy at the cheapest time
of the week now, what will happen if they
can t do it in 24 hours? Do we give them
48 or 72, or how about one price for the

r? That should solve it.

0000
ool

Why are we happy for

developing
countries like China and India to buy our
resources at ever increasing prices?

But, when Australians need a
commodity not readily sourced locally

we complain about the cost?

Fundamentally the price of petrol is
dictated by international factors. The
$AUD/$US exchange rate, the price
of crude oil and the world market for
re ned product.

As demand has increased in
developing countries, world oil prices
have risen. During this time Australia
has become a net importer of re ned
This  shift

meant that our retail board prices are

product. in supply has
further affected by international price

movement.
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Prior to the recent OPEC conference in
Jeddah Saudi Arabia, Prime Minister
Rudd said his delegates would take
a blow torch to OPEC. With Australia
requiring 734.3 thousand barrels per
day or 2.5% of OPECs current daily
output, Australia would have been lucky
to in uence the dinner menu.

Demand by an ever increasing middle
class in China and India is putting the
blow torch to oil prices. Most OPEC
nations outside limited capacity in
United Arab Emirates and Saudi Arabia
are producing close to at-out.

While this relationship between
demand and supply exists, board prices
in Australia will remain high.

Regardless if it is right or wrong,
Australias petrol price is based on an
Import Parity Price (IPP). Simply this
means that the price for re ned product
in Australia is measured against a
Singapore benchmark price.

As all international re ned petrol is

based on IPP then the underlying price

of petrol around the world is relatively
similar. The only difference should be any
national taxes and excise.

So should we be applying the blow
torch to OPEC or Australia s tax and excise
structure?

The federal opposition would have you
believe that this is the way to go. Take 5cpl
off the excise and all will be solved. This
will just reduce government revenue. It is
not a solution because it does not address
supply and demand. If is does anything,
this action will only increase demand

putting further pressure on prices to rise.
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The Rudd Government wants to do
something, hence Fuelwatch. Again what
does this do to the fundamental question
of the international factors at play in the
petrol market? All Fuelwatch will do is add
the burden of administration and another
level of complexity to petrol prices.

Neither of these comes for free and the
petrol retailer will eventually pass on the
cost.

It may be a bitter pill to know that
Australia has the fourth lowest fuel price
when compared to other economically
developed countries. This, thanks to some
of the lowest fuel taxes in the world.

So, maybe as consumers the only
answer is to apply the blow torch to

ourselves. ll

Nic Moulis is the General Manager of the
Australasian Convenience And Petroleum Marketers
Association (ACAPMA). ACAPMA is an employer
association representing the interest of distributors and

retailers in the Petrol and Convenience industry.
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