
UNIVERSITI TEKNOLOGI MARA 

KOTA KINABALU SABAH 

FACULTY OF ADMINISTRATIVE SCIENCE AND POLICY STUDIES 

APPLIED R E S E A R C H P R O J E C T (ADS555) 

A STUDY ON PERCEPTION OF RURAL FOLKS TOWARDS FUEL 'S 
SUBSIDY RATIONALIZATION: C A S E STUDY OF KG.MENENGAH 

PIMPING, MEMBAKUT 

MOHD HADAFIE FIEZAL BIN HARON 
(2012973063) 

MUHAMMAD ZAYN ZHARFAN BIN IBRAHIM 
(2012799871) 

DECEMBER 2014 



ACKNOWLEDGEMENT 

First of all, we would like to thank Allah S . W . T the Almighty for His blessings and guide 

in completing our research. It w a s a great s u c c e s s and achievement. Moreover, we are 

fortunate to have a helping hand from many parties which made our research into less 

difficult. Ms.Nurfaizah Abdullah, who never fails to keep us motivated during the up and 

down and those unexpected moments we face. From the bottom of our hearts, thank 

you very much for the kind support. Our Supervisor, Mr Tony Paridi, a man with a soft 

hearted, tolerant and very understanding, which we couldn't ask for more. Thousand 

apologies from us, in any delays or problem caused along the research. W e would also 

be thankful to the lecturers who taught us many things about the research especial ly to, 

Ms.Farhana Yaakub, Dr. Hjh. Zuraidah Zaaba , Mr. Rahezza l Shah , Mr. Firdausi Suffian 

and Dr. Haijon Gunggut with their brilliant ideas and suggestions throughout the 

research. There are so much lesson learned even things will not a lways work a s 

planned. To our family and friends who been giving a continuous moral and financial 

support throughout the ongoing research, we appreciate it a lot. 

Hadafie & Zayn 

Bachelor of Administrative Sc ience (Hons) 

Faculty of Administrative Sc ience & Policy Studies 

UniversitiTeknologi MARA 



CONTENTS 

Chapter I: Introduction 

1.1 Introduction 1-4 

1.2 Problem Statement 5-15 

1.3 Objective of the Study 16 

1.4 Scope of the Study 17 

1.5 Definition of Terms and Concepts 18-19 

Chapter II: Literature Review & Conceptual Framework 

2.1 Literature Review 20-29 

2.2 Conceptual Framework 29-31 

Chapter III: Research Method 

3.1 Research Design 32 

3.2 Population and Sampling 32 

3.2.1 Sampling Technique 32 

3.2.2. Sample size 32 

3.3 Instrumentation and Measurement 33 

3.4 Units of analysis 34 

3.5 Data Collection 34 

3.5.1 Primary Data 34 

3.5.2 Secondary Data 35 

3.6 Data analysis 36 

Chapter IV: Findings 

4.1 Descriptive Tables 37-55 

4.2 Inferential Tables 56-59 

Chapter V: Discussion and Conclusion 60-69 

References 

Appendixes 



ABSTRACT 

In the developing nation, subsidies are one of the important things to be 

implemented. This is to help their citizens and the industries in the country itself to 

survive in daily life and compete worldwide. In the case of our country, Malaysia 

subsidies are one of the biggest parts in annual budgets. It's aimed to reduce the 

burden of the citizen and stabilize the imbalance of price in the market especially the 

price of fuel in this country. Recently, the Government of Malaysia has took a several 

steps in handling the price of fuel including by reduced the amount of subsidy for 

RON95, RON97, and Diesel and also by changed the system of fuel price which was 

currently our government has using Managed Float System that replaced the 

Automatic Pricing Mechanism. This was due to perceptions and suggestion voiced 

out by the political parties, representatives and discontentment of the citizens who 

dependent on the fuel subsidy given by government which was believed they were 

the parties who feel more burdened due to the increment of the price. This indirectly 

will cause the cost of the goods and others facilities and basic needs were increased. 

So, the objectives of this concept paper were to study the perceptions of rrual folks 

upon fuel's subsidy rationaliozation and to examine the factors taht associated the 

rural folk's perceptions towards fuel's subsidy rationalization. For this concept paper, 

the researchers were focusing on the rural area which was Kg. Menengah Pimping, 

Membakut. Hence, a set of 201 questionnaires were distributed in the area 

mentioned before as to collect the related data. 



CHAPTER ONE 

INTRODUCTION OF STUDY 

1.1 Introduction 

Subsidies can be defined a s sum amounts of money allocate to pay to the 

producers or retailers of a given product by the Government, in order to lower the 

retail price in the market. It w a s a form of ass is tance for a given industry or part 

of society (Unit Perancang Ekonomi Dan Majlis Tindakan Ekonomi Negara 

Jabatan Perdana Menteri, 31 J U L Y 2005). Apart from that, a s according to the 

Oxford Online Dictionary, subsidies were where a sum of money granted from 

public funds to help an industry or business keeps the price of a commodity or 

service low. 

Whereas , according to National Accounts Statistics ( N A C C ) , subsidies can be 

defined a s a current unreturned payment that government units make to 

enterprises on the basis of the level of their production activities or the quantities 

or va lues of the serv ices which they produce, sell or import. They were 

receivable by resident producers or importers in the country itself. 

Move on to the effect of subsidies towards the country. In the context of energy 

subsidies, it w a s believed that subsidies will reduce prices of fossil fuels below 

levels that would prevail in an undistorted market, thus leading to higher levels of 

consumption than would occur in their absence ( INTAN, n.d.). Th is means the 

price of the commodity does not reflect its actual cost. However, these risks the 
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