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Abstract

Since raising oil and electricity prices has some degree of effect on
Taiwan's overall economy and consumer prices, our study first examines the
oil and electricity price adjustment mechanism, then uses industrial linkage
analysis for simulation evaluation of the effects of the oil and electricity
price hikes instituted in 2012. It is projected that the rises will exert
inflationary pressure on domestic consumer prices in 2012, adding 0.761 of
a percentage point to the consumer price index (CPI) during the year. The
main industries affected are transportation and warehousing, chemical raw
materials, processed foods and electronic parts.

The oil and electricity price adjustment model adopted by the
government will affect society’s perception and have an announcement
effect on the public, so it should be considered carefully. To respond to the
impact of oil and electricity price hikes on consumer prices, besides
directing and pressing CPC Corporation and Taiwan Power Corporation to
enhance productivity and reduce operating costs, and appropriately
reflecting this in oil and electricity tariffs, the government should also take
ancillary measures to look after disadvantaged members of society, low
energy-consuming enterprises, and small and medium enterprises (SMEs).
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