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The price of crude oil has fallen by 36 per cent this year, yet pump prices have fallen by less than 5 per cent 
over the same period. But the discrepancy does not necessarily imply foul play. By Kenneth Lim

Why doesn’t the cost of petrol drop by the same
amount as crude?

1 Taxes and excise duties
Part of what is paid at the pump goes to the tax man, 
regardless of market prices. A 2011 survey by the Competition 
Commission of Singapore (CCS) found that Singapore's petrol 
taxes were the eighth highest among 13 major global cities.

2 Discounts
The prevalence of discounts mean Singapore drivers hardly ever 
pay the listed price. The CCS survey found that although 
Singapore's listed prices ranked seventh out of 13 sampled 
cities, effective petrol prices ranked eighth.

3 Operating and land costs
Operating costs like rents and wages accounted for only about 
a quarter of pump prices in 2011, but nevertheless add to 
discrepancies between well and pump.

4 Currency
Wholesale fuel is traded in US dollars, but is sold in the local 
currency. The Singapore dollar fell against the greenback this 
year, offsetting some of the US-dollar drop in oil spot prices.

Are pump prices quick to rise but slow to fall?

No
Pump prices over the past few months have not kept up with 
the fall in crude. But crude tends to be more volatile than 
pump prices. In 2011, the CCS found that If the "rocket and 
feather" hypothesis were true, pump rates would have 
outpaced crude over the long term. That was not the case.

Are petrol companies colluding?

No
The CCS in 2011 found that although the structure of the 
Singapore retail petrol market was exposed to the risk of price 
fixing, there was no evidence of anti-competitive behaviour. 
Listed pump prices appear to be quite similar, but there is 
actually significant variance in what motorists pay after taking 
into account all the different discounts.
Petrol prices were found to be competitive by international 
standards, and petrol companies’ single-digit operating profit 
margins did not suggest inappropriate profiteering.
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