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Media Release

8 March 2006

Diesel price margins need investigating

Oil company diesel price margins must be urgently investigated by the Ministry of Economic Development says Road Transport Forum Chief Executive Officer Tony Friedlander.

Since September last year the margin charged by oil companies between New Zealand pump prices and the benchmark Singapore wholesale diesel price has gone from under 20 cents a litre to an average of nearly 29 cents a litre in January-February this year.  That’s approaching a 50% increase.

“This is only the second time in 10 years the Forum has publicly commented adversely on oil company diesel price margins which shows just how concerned we are now.  The move to lower-sulphur diesel has been offered as a major explanation, but this does not explain the wild upward fluctuations in oil company margins, in November last year and again this year.”

Mr Friedlander says that the Forum isn’t convinced by the vague, generalised explanations it has had so far from the Ministry and from the oil companies.  “The Ministry is the fuel price watchdog for the road transport industry and other road and industrial diesel users.  It should have anticipated the arrival of lower-sulphur diesel and altered its international benchmark to make sure oil company margins could be accurately measured once the new fuel was introduced in New Zealand.  Vague generalisations are not good enough.

“It’s over four months since the new fuel specifications came in and all the industry and other consumers can see are widening margins which no one has been able to credibly justify.  This is unacceptable.  The Ministry needs to urgently revise the way it compares prices so transport operators and other road users clearly understand whether the margins being taken by oil companies are fair and reasonable.”
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