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Behind the high fuel prices

The obviously high gas and diesel prices charged by Mobil Oil Micronesia to local dealers and customers is a topic that is on most people’s minds in the RMI.

World market prices — and prices in Hawaii, Guam and other islands in the region — demonstrate that Majuro is very out of step with prices that have dropped by about 75 percent since last July.

How do we know that Mobil’s prices are outrageously high? Take a look at the comparison between MEC and Mobil prices for diesel: A month ago, MEC was selling to customers for around $2.50 a gallon, while Mobil’s price was almost double that. For gas, we can see that if local company ALRO can drop its price to $4.29 a gallon in Jaluit, it is able to purchase gas from Mobil from significantly less than the $3.57 per gallon it charges to Majuro gas stations.

What’s behind Mobil’s high price in Majuro gas stations?

Some believe that Mobil is piling up profit on its gas operations to recover a portion of what it lost when the Marshalls Energy Company switched to SK Networks in 2005. The MEC contract is worth $25-$30 million a year and, while insignificant in global terms, for the Guam-based Mobil, that was a notable loss of revenue.

AMI, Asia Pacific Airlines and others have also complained about the still relatively high jet fuel prices charged by Mobil at Majuro.

Oddly enough, there is virtually no engagement from the government side with Mobil on its fuel prices, though these impact tourism, fisheries, general airport use and the pocketbooks of island residents — and by extension, the health of the economy.

What engagement there is, ironically, is unbalanced. It comes from MEC, which by virtue of staff who are literate in global fuel pricing and have strong negotiating skills has historically been able to strike a good bargain with international fuel distributors to provide fuel to RMI power plants and for resale to fishing boats.

But that has left Mobil — now ExxonMobil — to operate in a vacuum. Mobil does have the advantage of ownership of a bulk fuel facility. 

As a business, Mobil is a key player in the RMI economy. Just as the Nitijela has revived its price monitoring board to review prices of staple foods to outer island communities, engagement — dialog — with Mobil on price issues would be a welcome development by the RMI. It would help provide more information to the community and might lead to improved pricing. We have nothing to lose and everything to gain from engagement with Mobil.
