CHAPTER V

CONCLUSION

The reduction and removal of fuel oil subsidies has been done by government
because it has been a financial burden and potentially continues to give heavier
burden to country’s finance in the future. Moreover, subsidies on fuel oil right now
are not effective and tend to be obtained by society which are not targeted (the
poor). Reduction and subsidy elimination on fuel oil is needed, considering that the
condition of petroleum in Indonesia and the world today which tends to rise.”> And
the intervening of OPEC in the price of crude oil and Rupiah exchange rate to
stabilize the economic growth and control the deficit budget. The decision taken by

Mr. Joko Widodo as the president of Republic of Indonesia has been correct.

A. The effect of the subsidy

In the decision making process reduction and removal of fuel oil subsidies and
follow the fluctuation of world oil price policy there is will be a positive and

negative impact.
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1. Positive effect:

The government had more budget from the removal of the fuel, and maybe
transferred to another country shopping budget which is more productive and help

Indonesia’s economical growth.

By decreasing and removing the fuel oil subsidies, inflation will be under
control. This policy also can press the deficit budget by decreasing the subsidies of
fuel oil, the deficit budget will decrease for around 109,8 billion or 2.23% from
gross domestic product. High deficit budget is not good for the health of finance.
Example the crisis in Europe as one of the main reason is the high deficit state

budget.

Reduction in the use of private vehicles, with the decreasing of fuel oil subsidies
will affect the driver of the private vehicles because of the expensive price of fuel

oil. In this case, the consumption of fuel oil shall be controlled.”®

2. Negative effect:

Increasing price of fuel oil not will only affect in the drivers of private vehicles
but also affect in another commodity as we know fuel oil has an important role in

economy sector such as production and distribution that need much fuel oil. In that
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case the high price of fuel oil it will affect the price of the goods that are selling in

the market.

The rise of the commodity and goods make society spending also rise, if the
income of the society is big it would be no problem. However, to achieving a big
income is not an instant matter. Meanwhile, the needs of the basic needs cannot be

suspended.

In that case, people want an increase the wage (if they work in the corporation
or in the agency) which will be affecting for the corporation, the most vulnerable is
small and medium business which has low capital and has limited financial that
eventually make the small and medium business have financial trouble that is could
make the business bankrupt. Ironically, around 90% industry businessman in

Indonesia are from small and medium business.”’
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