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ucing the additional oil during

cost of purchasing oil on the

ever, impose costs of its own.
a preparing storage sites and
being stored. Second, because
se in the future, there is an
oil until an uncertain future

~oney now and not receive the
ltil a crisis arises. Finally, it

!l of the oil from the storage
Th us, it ma y be necessary 
needed in a crisis, increasing

hese costs are, of course, not

: that the oil to be placed in

commentators have recently
oleum Reserves (SPR) be
f crude oil to contribute a
R. (See

g., 

House Clears
,treet Journal April 10, 1987
would be more like those of
stra tegy discussed here. 
would rise because importers
: oil contributed to the SPR.
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e calculations.
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njoy Now, Pay Later Time
esumably be available to help
addition to the increased oil

tariff or the storage analyzed

if higher interest rate and
For example, if the real

cent, initial storage costs are
annual maintenance costs are

. present value of the cost of
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.1 '"U I..HUV Uv I"UI,15Y ;)"',,UJ.J.LY

. the future imposes costs that
:eds the benefits during the
billion. This amounts 

. increased consumption during
contrast, storing sufficient oil
on barrels per day provides net
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se tariffs.
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d administrative costs would likely
, many of these special exemptions
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oportion of crude oil input
be essentially constant . the
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il to be - 3 as has been
of gasoline supply becomes
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Lollar with the price of crude
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$32 per barrel. 4 In addition,
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underlying these values were

assumption can be found in
- I the presentation of an oil

Congress . a $4 per barrel
ed to raise gasoline prices
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a1 Record-- Senate 2779
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1990 assumes a crude oil
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e oil imports.
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Note that while this
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, the U. S. (unlike most of
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:0 be the most profitable.
d economic factors , U. 

I so that the share of
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ars despite variation in
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of doing so , i. , costs in
of sacrificed co-products,
higher prices for better
new investment in more
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two equations
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:d a higher supply elasticity
Lt with the fact that Canada
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between the U. S. price and
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de oil , accompanied by a $1
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composite) other co-product.
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to Pc is one. With this
isted above for the quantity
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world prices of (and U. S .

ine.
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,nsequently the price of other
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E crude oil and to produce the
Ily if the price of gasoline
the derivative of the supply
ct to the price of crude oil
-this , take the derivative of
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products is
o and (ap /ap
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1crease in the price of crude
'y an increase in the price of
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nestic refiners not to reduce
'y demand and the quantity of
... - of this change , equal to
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ItS only if a one dollar

'ity analysis which varied
Iresented in Table A-16 of
:he model' s results did not
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in the domestic price of
Lriff on gasoline would leave
the price of other refined
the derivative of crude oil
.riff on gasoline , 1. e. , the
:he derivative with respect to
the coefficient e.

the demand elasticity for
3 for this study. However

,1 for changes in the price of
:ts; that is , the empirical
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Lty estimates capture the
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ogether) . However , the crude
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Drld market. Then, upon
r crude oil equation with
,il , one obtains (- d + e +
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demand elasticity commonly
lual to the assumed value of



29to - 41P + 1.29Po +

Ither refined products . P
the world price of crude

n Pc and Po and rewrite the

!9to - 1. 54Pc + 1. 29P

soline is simply 0 . 533 times
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shown to supply Q at the
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ice , pre- and post- tariff, would
he tariff amount. For example
ice of gasoline to decline , then



Demond

1 Q

""mond

Quantity

Crude
(m bid)

Quantity
of Gasoline

(m bid)



ne gasoL ne marKe nor on
would involve substantial

nore complex formula must be
,unt the peculiarities of the

ange in refiners' producer
ified once it is recognized
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. merely the resulting change
,finers. Further , in this
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y the derivative of VCQc
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Furthermore. if one barrel
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the full pass- through
lttle guidance from the
,ct of a U. S. tariff on:es. One study (Gelb &hat arbitrarily that a
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he pass- through could be
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d vice versa. For these
e in this investigation of
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and supply equations for
d in a manner consistent
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Lre functions only of the
world demand is equated to
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iemand and supply of that
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lis pass- through calculation
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First , the own pricefor the price of
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This seems to be
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oil price. Presumably, it
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it is necessary to model
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