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The apparent world s c a r c it y  of crude o i l  which arose at the  

end of 19 7 3  could have had p a r t ic u la r ly  se rio u s  re p e rcu ssio n s on 

the tra n sp o rt se cto r in  L a t in  Am erica.

L a t in  America depends to a very  co n sid e ra b le  extent on im ports  

of crude o i l  and petroleum p ro d u cts. In  19 7 2 , i t  was on ly  in  B o l iv ia ,  

Colom bia, Ecuador, M exico, Venezuela and T r in id a d  and Tobago th at  

lo c a l  production was g re a te r than consumption, w hile  the petroleura- 

d e f ic i t  c o u n tr ie s  a s a whole had to import more than 50 per cent of 

th e ir  requirem ents. The e n t ire  reg io n  uses petroleum as the source of 

a la rg e  p ro po rtio n o f i t s  commercial energy, s in c e  i t  i s  sh o rt of  

s o lid  f u e ls .  In  19 70  around 6k per cent o f the commercial energy 

consumed came, from petroleum , w h ile  the corresponding f ig u re  fo r the  

r e s t  of the world was kZ per c e n t . l /  L a s t ly ,  a la rg e  share of the  

petroleum consumed by the reg io n  i s  absorbed by tra n sp o rt s e r v ic e s .  

Proof of t h is  l i e s  in  the fa c t  th at in  1969 t h is  s e c t o r 's  consumption 

of petroleum products accounted fo r k6 per cent of re g io n a l consumption 

(e x clu d in g  Cuba, Jam aica and T r in id a d  and T o b a g o ).^ / Consequently, 

any r e s t r ic t io n  on the ready a v a i l a b i l i t y  o f petroleum in  L a t in  America 
w il l  have d ir e c t  re p e rcu ssio n s on tra n s p o rt.

1 • Transport and the consumption of petroleum

1 /  The data on the consumption of commercial energy in  L a t in  America 
are based on o f f i c i a l  data su p p lie d  by the c o u n tr ie s ; world 
consumption was obtained from United N a tio n s, World Energy Supply, 
I 96I - I 97O, s e r ie s  J ,  No. 1 5 -

2/ ECLA, La in d u s t r ia  d e l p etró leo  en América L a t in a : no tas sobre
su e vo lu ció n  re c ie n te  y p e r s p e c t iv a s , United N atio n s p u b lic a t io n ,  
S a le s  N o .: S .7 3 » H « 0 -2 ,  ta b le  1 8 .  In  L a t in  America a p a r t ic u la r ly  
la rg e  share of t o t a l energy consumption i s  accounted fo r  by the 
tra n sp o rt s e c to r. Without ta k in g  in to  account i t s  consumption 
of e le c t r ic a l  energy and c o a l, t h is  se cto r absorbed 30 per cent 
o f commercial energy in  19 6 9 , compared w ith l6  per cent in  
Western Europe and 28 per cent in  the United S ta te s  of Am erica.
See G erald  Leach, "The impact of the motor ca r on o i l  re s e rv e s" ,  
Energy P o l ic y , December 1973» page 19 5 -
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I t  i s  not an a c t u a l p h y s ic a l shortage which i s  a n t ic ip a te d  in  

the lo ng  term, however, but ra th e r a co n sid e ra b le  in cre a se  in  the 

p r ic e  of imported petroleum and in  the op p ortunity  co st o f the 

petroleum produced in  the v a rio u s  L a t in  American c o u n tr ie s . The 
p resent study w il l  make a b r ie f  review  of the re p e rcu ssio n s of t h is  

in cre a se  in  tra n sp o rt and w i l l  e d e n tify  some of the p o lic y  o p tio n s  

open to the L a t in  American governments.

2 . The p r ic e  of f u e ls  and of tra n sp o rt

A t y p ic a l  fe a tu re  of the modern world i s  i t s  g eographical 

s p e c ia l iz a t io n  as reg ard s a g r ic u lt u r a l ,  mining and in d u s t r ia l  
p ro d u ctio n , w ith consequent trad e between the re g io n s of each country  

and between c o u n tr ie s . T h is  g iv e s  r is e  to tra n sp o rt requirem ents, 

and any change in  the co st of tra n sp o rt has re p e rcu ssio n s on the  

s iz e  of m arkets, p r o d u c t iv ity  and n a t io n a l income. Transport 

s e r v ic e s  are the l if e -b lo o d  of the in d u s t r ia l iz e d  s o c ie t ie s ,  w ith  

t h e ir  many in terdep en den cies and in t e r r e la t io n s ,  and anything which 

a f f e c t s  them sim u ltan eo u sly  a f f e c t s  the e n t ir e  economy. T h is  i s  why 

i t  has been considered d e s ir a b le  to examine the impact of the p r ic e  

of f u e ls  on the co st of tra n sp o rt and to estim ate the e ffe c t on 

tra n sp o rt of the p r ic e  in c re a se s  in  petroleum .

At f i r s t  s ig h t , the impact of f u e l p r ic e s  on the t o t a l  co st  

of the d if f e r e n t  modes o f tra n sp o rt appears to be sm a ll. The share  

of fu e ls  and lu b r ic a n t s  in  the co st of tra n sp o rt has been approxim ately  
5 per cent in  r a i l  tra n s p o rt, 8 per cent in  lo c a l  sea tra n sp o rt,

15 per cent in  a i r  tra n sp o rt and 20 per cent in  road tran sp o rt  

(see ta b le  1 ) .  Even in  the la st-m en tio n e d  ca se , an in cre a se  pf 

100 per cent in  fu e l p r ic e s  should n o t, t h e o r e t ic a lly  speaking, 

mean an immediate in c re a se  of more than 20 per cent in  road tra n sp o rt  

p r ic e s .  As regards the other modes of tra n s p o rt, the higher fu e l  

co sts  could be absorbed by even sm a lle r in c re a se s  in  fr e ig h t  ch arg es. 

In c re a se s  of 20 per cent in  the co st of lo c a l  tra n sp o rt in  the v a rio u s  

c o u n tr ie s  of L a t in  Am erica, should not produce any up heavals, 

e s p e c ia lly  i f  a l l  the modes of tra n sp o rt r a is e d  t h e ir  t a r i f f s  

sim u ltan eo u sly  , so th a t t h e o r e t ic a lly  the in c re a se  in  the p r ic e  of 

crude o i l  would not be o f very groat im portance.
/Table 1
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INCIDENCE OF FUELS AND LUBRICANTS IN THE COSTS OF THE 
DIFFERENT MODES OF TRANSPORT

(Percentange of t o t a l  c o s t s )

Table 1

R a il  tra n sp o rt

A rg e n tin a , 1972 F e r r o c a r r ile s  A rgentinos 6 .6
Mexico, 1971 F e r r o c a r r i l  d e l P a c íf ic o  

F e r r o c a r r i l  Chihuahua a l  P a c íf ic o  
F e r r o c a r r ile s  Unidos d e l Sureste  
F e r r o c a r r i l  So n o ra-B aja  C a lif o r n ia

3 .6
5 .5
2 .2
3 ^

Water tra n sp o rt (c o a s ta l tra d e )

Colom bia, 1962 6 .7
C h i le ,  1959

19 7^  a /
10.6

8.8

Caribbean su b -re g io n , 1970  b / ■ 5 .9
A ir  tra sn p o rt

Scheduled a ir l in e s  of ICAO member 
c o u n tr ie s , I 967 13 .O

Road tran sp o rt

C h ile ,  I9 60 6 ton tr u c k , w ith  g a so lin e  engine 2 2 .9
B r a z i l ,  I 97O 6.5  ton tru c k ,w ith  g a so lin e  engine 

7 .3  d it t o  d it t o
2 5 .8
22.6

Colom bia, 19 6 1 7 d it t o  d it t o 20.5

B o l iv ia ,  197^ 9 ton tr u c k , d ie s e l 13. k
B r a z i l ,  1970 1 0 .5  d it t o  d it t o  

23 d it t o  d it t o
1 3 .6
1 5 .8

Sources : R a i l  tra n s p o rt. A rg e n tin a : F e r r o c a r r ile s  A rg e n tin o s, S ín t e s is  
e s t a d ís t ic a , 19 7 0 , 1 9 7 1  and 19 7 2 ; M exico: D ire c c ió n  G eneral de 
F e r r o c a r r ile s  en O peración, E s t a d ís t ic a  f e r r o v ia r ia  n a c io n a l, 1 9 7 1 .  
Water tra n s p o rt» Colom bia: Departamento de P la n e a ció n  N a cio n a l,
La fu tu ra  demanda de tran sp o rte  en Colom bia, 19 6 2 ; C h ile :
U n iversid ad  de C Í i i le ,  In s t it u t o  de Economía, Costos d e l tran sp o rte  
m arítimo en C h i le , I9 6 0 , and data su p p lie d  d ir e c t ly  by the Empresa 
M arítim a d e l Estad o ; Caribbean su b -re g io n : United N a tio n s, Transporte  
de c a b o ta je , s e r v ic io s  de enlace y s e r v ic io s  de transb o rdad o res,
S a le s  No . : S . 70 • V I I I O V  pagó 7 6 .
A ir  tra n s p o rt. ICAO, A Review of the Economic S it u a t io n  of A ir  
T ra n sp o rt, 1 9 5 7 -1 9 6 7 ,  C ir c u la r  8 9 -Ã T /15 , J u ly  I 968, page 8.
Road* tra n sp o rt . B o l iv ia :  Costos promedios a n u ale s d e l transp o rte  
pesado Santa C ru z-L a  P a z, December 19 7 3 ; B r a z i l :  Conselho E sta d u a l 
de ^Desenvolvimento*de Minas G e r a is , T a r if a s  e co sto s o p e ra cio n a is  de 
tran sp o rte  en Minas G e r a is , J u ly  19 7 0 ; Colom bia: Departamento de 
P lan eacio n  N a c io n a l, La demanda de tran sp o rte  en Colom bia, August 
19 6 2 ; C h ile :  CorporaciónT de Fomento, Programa de tra n s p o rte , 
I 96I - I 97O.

y  Before the in cre a se  in  fu e l p r ic e s ,  b /  Sim ulated t r a v e l a cco u n ts.
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Because o f  th e  l o c a l  tr a n s p o r t  s tr u c tu r e  in  the m a jo r ity  o f  th e  
L a tin  Am erican c o u n t r ie s ,  how ever, th e  problem  i s  n ot as  s im p le  as 
t h a t .  G e n e ra lly  sp ea k in g , in  the l a s t  two d ecad es  r a i l  t r a n s p o r t  
and c o a s t a l  t r a f f i c  have had a sm a lle r  share in  t o t a l  t r a f f i c  
( e s p e c i a l l y  in  g e n e ra l ca rg o  t r a f f i c ) ,  w h ile  road  tr a n s p o r t  has 
in c r e a s e d  r a p id ly .  A t y p i c a l  fe a tu r e  o f  the l a t t e r  i s  th e  c o n s id e r a b le  
p r o p o r t io n  o f  sm all e n t e r p r is e s  where the owner i s  o f t e n  a ls o  th e  
d r iv e r ,  w ith  th e  r e s u l t  th a t in  some c o u n tr ie s  th e  o w n e r -d r iv e r  
a s s o c ia t io n s  a re  v e ry  p o w e r fu l. I t  i s  o n ly  in  e x c e p t io n a l  c a s e s  th a t 
a c tu a l governm ent r u le s  e x is t  r e g a rd in g  road  tr a n s p o r t  t a r i f f s ,  and 
g e n e r a lly  speak in g  th e  c o m p e t it io n  betw een tr u c k e r s  i s  r e l i e d  upon 
to  p reven t ch a rg es  from becom ing to o  h ig h . F urtherm ore, s in c e  t r u c k -  
owners do n ot keep adequate r e c o r d s  o f  c o s t s  and a re  t h e r e fo r e  n ot 
aware o f  t h e ir  r e a l  t o t a l  o p e r a t io n a l  c o s t s ,  th ey  ch arge f r e ig h t s  
based on t h e ir  d i r e c t  e x p e n d itu re , e s p e c ia l l y  on f u e l  and t y r e s .

In  th e se  c ir cu m s ta n ce s , a la r g e  in c r e a s e  in  the p r i c e  o f  f u e l  
has a m ajor p s y c h o lo g ic a l  im pact w hich may le a d  to  p e rce n ta g e  in c r e a s e s  
in  f r e ig h t s  w hich a re  much h ig h e r  than th o se  t h e o r e t i c a l l y  needed t o  
absorb  th e  r i s e  in  f u e l  p r i c e s .  F urtherm ore, th e re  are  few 
governm ents w hich a re  in  a p o s i t i o n  to  c o n t r o l  th e s e  in c r e a s e  and 
m ainta in  them w ith in  the l im i t s  in d ic a te d  by the r e a l  in c id e n c e  o f  
fu e l  p r i c e s  in  the t o t a l  c o s t s  o f  tru ck  o p e r a t o r s .  F or th e se  re a s o n s , 
an in c r e a s e  o f ,  sa y , 100 p er cen t in  fu e l  p r i c e s  co u ld  p rodu ce  an 
in c r e a s e  o f  over  50 per cen t in  f r e ig h t  r a t e s  in s te a d  o f  the 20 per 
cen t m entioned a b ove . In cr e a s e s  o f  t h i s  o r d e r , e s p e c ia l l y  i f  th ey  
a re  fo l lo w e d  by la r g e  in c r e a s e s  in  r a i l  t a r i f f s ,  would have an 
in f la t io n a r y  im pact on o th e r  s e c t o r s  o f  the economy and would b r in g  
about changes in  the econom ic r e la t i o n s  betw een s e c t o r s  and r e g io n s  
in  many c o u n t r ie s .  Thus, an a p p a re n tly  l o c a l  phenomenon c o u ld  r a p id ly  
spread through out the econom ic system .

/3 .  Objectives



3* O b je c t iv e s  pursued and in stru m en ts  open to  governm ents

B e fo re  r e v ie w in g  th e  m easures w hich the governm ents o f  the 
r e g io n  c o u ld  adopt t o  a l l e v i a t e  the e f f e c t s  on tr a n s p o r t  o f  the 
h ig h er  p r i c e s  o f  crude o i l ,  m ention shou ld  be made o f  the v a r io u s  
o b je c t iv e s  w hich must be r e c o n c i l e d .  These a re  a s  f o l l o w s :

(a )  To spend l e s s  fo r e ig n  exchange on im p orts  o f  petro leu m  and 
petroleu m  p ro d u cts  f o r  the tr a n s p o r t  s e c t o r  and to  make b e t t e r  use 
o f  a r e s o u r c e  w hich now has a h ig h e r  econom ic v a lu e ;

(b )  To a v o id  th e  d e t e r io r a t io n  o f  th e  p u b l ic  f in a n c e s  and to  
ch arge  u s e rs  o f  ro a d , r a i l  and sea  t r a n s p o r t  th e  r e a l  c o s t s  o f  such 
s e r v i c e s .

( c )  To a v o id  sharp and sudden in c r e a s e s  in  th e  t a r i f f s  o f  th e  
d i f f e r e n t  modes o f  t r a n s p o r t ,  w hich co u ld  cau se  up h eava ls  in  
econom ic s e c t o r s  o r  g e o g ra p h ica l r e g io n s  o r  c o u ld  d i s t o r t  the 
c o m p e t it iv e  r e la t i o n s  betw een the d i f f e r e n t  modes o f  t r a n s p o r t .

In  o rd e r  to  r e c o n c i l e  th e se  o b je c t i v e s ,  governm ents have a 
number o f  in stru m en ts  a t  t h e ir  d i s p o s a l ,  b o th  f o r  d i r e c t  a c t io n  and 
f o r  making su re  th a t in d iv id u a l  d e c is io n s  by th e  s u p p lie r s  and u se rs  
o f  t r a n s p o r t  s e r v ic e s  a re  c o n s is t e n t  w ith  n a t io n a l o b je c t i v e s .  Some 
in stru m en ts  may have im m ediate e f f e c t s ,  w h ile  o th e r s  may r e q u ir e  
more tim e t o  a ch ie v e  th e  r e s u l t s  p u rsu ed . As i t  i s  a n t ic ip a t e d  th a t 
the p r i c e  o f  crude o i l  w i l l  rem ain a t  a much h ig h er  l e v e l  than in  
the p a s t ,  i t  i s  o b v io u s  th a t c e r t a in  m easures need t o  be tak en , 
a lth ou g h  t h e ir  e f f e c t s  may o n ly  be f e l t  a f t e r  some t im e .

In  view  o f  th e  m agnitude and r a p id i t y  o f  th e  in c r e a s e  in  
p etroleu m  p r i c e s ,  th e  c o u n t r ie s  have, g e n e r a lly  sp ea k in g , endeavoured 
t o  red u ce  t h e ir  r e a l  consum ption  o f  p etroleu m  p ro d u cts  as  an end in  
i t s e l f ,  w ith ou t ta k in g  due a ccou n t o f  th e  s h o r t -  and lo n g -te rm  e f f e c t s  
such a c t io n  may have on the supply  and q u a l i t y  o f  t r a n s p o r t  s e r v i c e s ,  
on new in v estm en t, and on the ex p e n d itu re  o f  f o r e ig n  exchange. Care 
must be  taken to  ensure th a t any m easures adopted  do not have an 
econom ic c o s t  -  e s p e c ia l l y  in  th e  lo n g  term -  w hich i s  h ig h er  than 
the b e n e f i t s  r e s u l t in g  from  th e  r e d u c t io n  o f  th e  e f f e c t  o f  th e  
new petro leu m  p r i c e s .

/Among the
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Among the m easures w hich  governm ents c o u ld  em ploy are the 
f o l lo w in g :  “ ■

(a )  In  o rd e r  t o  cu t  down on f u e l  consum ption  w ith ou t red u cin g  
the a c tu a l amount o f  t r a n s p o r t ,  more t r a f f i c  c o u ld  be ch a n n e lled  
tow ards th ose  modes o f  t r a n s p o r t  w hich use l e s s  f u e l  p er  tra n s p o r t  
u n i t .  As may be seen  from  t a b le  2 , f u e l  consum ption  p e r  n et t o n /  
k ilo m e tre  o f  ca rg o  o r  p er p a s se n g e r /k ilo m e tre  v a r ie s  c o n s id e r a b ly  
from  one mode o f  t r a n s p o r t  t o  a n o th e r . For exam ple, d i e s e l  r a i l  
t r a n s p o r t  u ses  o n ly  ?6 K cal p er n et t o n /k ilo m e tr e  c a r r ie d  w h ile  a 
tru ck  w ith  a g a s o lin e  en g in e  u ses  353 K ca l, and a d ie s e l -e n g in e  tru ck  
277 K ca l. S im i la r ly ,  a bus w ith  a d i e s e l  eng ine consum es 63 K cal 
per p a s s e n g e r /k ilo m e tr e , compared w ith  I 5I  K cal by r a i l ,  630 by 
ca r  and 857 by j e t  p la c e .  In  v iew  o f  th ese  r e l a t i o n s ,  any d iv e r s io n  
o f  f r e ig h t  from  road  t o  r a i l ,  and o f  p a ssen g ers  from  c a r s ,  t r a in s  
and p la n es  t o  b u s e s , w i l l  be r e f l e c t e d  in  a sa v in g  o f  e n e rg y .

Table 2

ENERGY REQUIRED FOR THE TRANSPORT OF GOODS IN BULK
AND PASSENGERS

" Gooids in  b u lk  ' ' P a ssen gers

Net ton/kras K ca l p er  G ross^ ton s R ea l per
G ross ton /km s n et ton/km  ^e r  passenger/kmp assen ger    _____________

Ship 0 .7 0 50 20 -  28 1 714
O il p ip e l in e 1 .0 0 38 - -
R a ilw ay , d i e s e l 0 .4 0 76 3 - 5 151
Truck or  b u s , 

d i e s e l 0.60 277 0 .2  -  0 .3 63
Truck or  b u s , 

g a s o l in e 0.60 353 0 .2  -  0 .3 88

P r o p e l le r  p lane 0 .2 5 3 377 0 .7  -  1 .5 983
J e t  p lane 0 .2 5 2 747 0 .8  -  1 .7 857
Car — - 0 .5  -  1 .0 630

Source : G len B. Warren and D ale H. Brpwn, “ T ran sport E nergy’1,
T ra n sp o r ta t io n  D esign  C o n s id e r a t io n , N a tio n a l Academy o f  S c ie n c e s ; 
N a tio n a l R esearch  C o u n c il ,  P u b lic a t io n  N o. 841 , W ashington , D .c .

/ I t  is
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I t  i s  n o t ,  how ever, easy to  produ ce  la r g e - s c a le  d iv e r s io n s  
from  one mode o f  t r a n s p o r t  to  a n o th e r , In  the ca se  o f  f r e i g h t ,  
governm ents a re  u s u a lly  m ajor u s e rs  o f  t r a n s p o r t  s e r v i c e s ,  not o n ly  
d i r e c t l y  but a ls o  i n d i r e c t l y  through  p u b lic  e n t e r p r is e s ,  and may 
t h e r e fo r e  perform  th e  fu n c t io n  o f  a rra n g in g  th e  a s ç  o f  t ra n s p o r t  
when i t  i s  f e a s i b l e  and econom ic t o  do s o .  T h is  i s  made e a s ie r  
when th e  tr a n s p o r t  netw ork i s  b e in g  extended  o r  im proved o v e r  la r g e  
econom ic a rea s  o f  a co u n try , as  i s  th e  p re se n t ca se  o f  th e  r a ilw a y s  
in  B r a z i l .

M oreover, i f  road  tra n s p o r t  t a r i f f s  in c r e a s e  by more than th e  
amount r e q u ir e d  to  absorb  th e  h ig h er  f u e l  p r i c e s ,  governm ents co u ld  
C o n tro l r a i l  t a r i f f s  in  o rd e r  t o  encourage d iv e r s io n  o f  t r a f f i c .

I t  i s  p r o b a b le , how ever, th a t many r a ilw a y s , a t  l e a s t  in  
South A m erica , have i n s u f f i c i e n t  t r a n s p o r t  c a p a c ity  t o  absorb  
la r g e - s c a le  in c r e a s e s  in  t r a f f i c ,  on a ccou n t o f  th e  la c k  o f  both  
lo c o m o t iv e s  and wagons. I t  w i l l  thus o n ly  be p o s s ib le  to  a t t r a c t  
f r e ig h t  away from  road  tr a n s p o r t  by making new in vestm en ts  in  the 
r a ilw a y s , w ith  c o n s id e r a b le  ex p en d itu re  o f  f o r e ig n  cu rre n cy .

The d iv e r s io n  o f  p a ssen g ers  from  c a r s  and p la n e s  to  bu ses and 
t r a in s  i s  even more d i f f i c u l t .  A lthough  th e  in c r e a s e  in  f u e l  p r i c e s  
would h e lp , in  the ca se  o f  p r iv a t e  c a r s  the p r i c e  e l a s t i c i t y  o f  
demand i s  n o t o r io u s ly  lo w . Only d i r e c t  m easures, such  as  th e  
p r o h ib i t io n  o f  t r a f f i c  in  c e r t a in  c i t y  c e n t r e s ,  would s i g n i f i c a n t l y  
red u ce  th e  use o f  p r iv a t e  v e h i c l e s .  From the p o l i t i c a l  p o in t  o f  v iew , 
how ever, such  m easures a re  d i f f i c u l t  t o  ap p ly  w h ile  urban p u b lic  
t r a n s p o r t  i s  o f  p oor  q u a l i t y ,  and new investm ent would be c a l l e d  f o r  
in  o rd e r  t o  a llo w  t h e ir  im p lem en ta tion .

(b )  M easures d e s t in e d  t o  " r a t i o n a l i z e "  t r a n s p o r t  may red u ce  f u e l  
consum ption , but t o  th e  detrim en t o f  th e  q u a l i t y  o f  th e  s e r v ic e s  
p ro v id e d . Such m easures in c lu d e  th e  r e d u c t io n  o f  the number o f  
com m ercial a i r  f l i g h t s  and th e  fre q u e n cy  o f  t r a in  s e r v i c e s ,  sh ip  and 
bus s e r v i c e s .  I f  the l e v e l  o f  u t i l i z a t i o n  o f  th e s e  s e r v ic e s  i s  lo w , 
a low er fre q u e n cy  would n ot red u ce  th e  p h y s ic a l  volum e o f  t r a n s p o r t ,  
but i t  would r i s k  d iv e r t in g  f r e ig h t  to  t r u c k s , and p a ssen g ers  to
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private c a r s .  Furtherm ore, th e  r e d u c t io n  o f  s e r v ic e s  where u t i l i z a t i o n  
i s  a lre a d y  a t a s a t i s f a c t o r y  l e v e l  would be a s o u rce  o f  g rea t 
in co n v e n ie n ce  f o r  the u s e r s .

Another " r a t i o n a l i z a t i o n "  measure c o n s is t s  o f  re d u c in g  im p orts  
o f  t r u c k s . In  many L a tin  American c o u n t r ie s ,  th e  u t i l i z a t i o n  f a c t o r  
o f  t ru ck s  i s  v e ry  low , so  th a t  i f  the f r e ig h t  t ra n s p o r te d  on each 
t r i p  were in c r e a s e d , th e  number o f  t r i p s  co u ld  be  cu t  down. The 
cau ses  o f  t h i s  low  r a te  o f  u se  are  the f o l lo w in g :  th e  e x c e s s iv e  number 
o f  t ru ck s  in  many c o u n t r ie s ;  p r o d u ct io n  e n t e r p r is e s  w hich use t h e ir  
own tru ck s  and fr e q u e n t ly  tra n s p o r t  f r e ig h t  in  o n ly  one d i r e c t i o n ,  
in s te a d  o f  u s in g  th e  s e r v ic e s  o f  t ra n s p o r t  e n t e r p r is e s ;  and the la r g e  
number o f  sm all t r a n s p o r t  e n t e r p r is e s  w hich la c k  a com m unications 
system  t o  g iv e  them t im e ly  know ledge o f  th e  e x is te n c e  o f  f r e ig h t  t o  
be tr a n s p o r te d .

In cre a se d  r e s t r i c t i o n s  on im p orts  make th e  t im e ly  renew al o f  o ld  
v e h ic le s  d i f f i c u l t ,  and i f  th e se  r e s t r i c t i o n s  a re  a p p lie d  through  a 
system  o f  a d m in is tr a t iv e  p e rm its , th e re  i s  a s e r io u s  r i s k  o f  
i r r e g u l a r i t i e s  in  g ra n tin g  such p e rm its . M oreover, th e re  a re  s e v e r a l 
c o u n t r ie s  w hich make tr u c k s  and where r e s t r i c t i o n  o f  t h e i r  p r o d u ct io n  
would have econom ic and p o l i t i c a l  e f f e c t s .  Through a s u it a b le  
ta x a t io n  system , how ever, i t  would be  p o s s ib le  to  o r ie n t  b oth  im p orts  
and p r o d u ct io n  o f  v e h ic le s  tow ards th o se  w hich have a h ig h er  energy 
y i e ld  and are  a t  the same tim e more e co n o m ica l.

( c )  The u se o f  en ergy  n ot d e r iv e d  from  petro leu m  p ro d u cts  does  
n o t  appear p rom is in g  f o r  tr a n s p o r t  in  L a tin  A m erica. On th e  m a jo r ity  
o f  the r a ilw a y s  o f  th e  r e g io n ,  steam en g in es  have been r e p la c e d  by 
d i e s e l  e n g in e s , and th e  r e h a b i l i t a t i o n  o f  steam lo c o m o t iv e s  and t h e ir  
c o n v e r s io n  from  petroleu m  to  c o a l  would be c o s t l y  and im p r a c t ic a l .  
However, e x te n s io n  o f  ra ilw a y  e l e c t r i f i c a t i o n  in  th e  c o u n tr ie s  w hich 
have h y d r o - e l e c t r i c  o r  c o a l  r e s o u r c e s  and th e  c o n s t r u c t io n  o f  e l e c t r i c  
r a p id  t r a n s i t  system s in  b ig  c i t i e s  o f f e r  o p p o r t u n it ie s  w hich  m erit 
c a r e fu l  s tu d y , a lth ou g h  th e  n e ce s sa ry  investm ent i s  v e ry  g re a t  and 
th e  p e r io d  o f  c o n s t r u c t io n  le n g th y , „

/(d ) The
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(d )  The p rop er  management o f  f u e l  p r i c e s  i s  a p a r t i c u la r ly  
com plex m atter and c o n f l i c t s  u s u a lly  a r is e  betw een the o b je c t iv e s  
pu rsu ed . A l l  c o u n tr ie s  r e g u la te  o r  can r e g u la te  the l e v e l  and s tr u c tu r e  
o f  the p r i c e s  o f  petroleu m  p r o d u c ts , but each  o f  them i s  in  a d i f f e r e n t  
s i t u a t io n  as  re g a rd s  th e  im portan ce o f  petroleu m  im p orts  in  i t s  t o t a l  
consum ption , r e f in in g  c a p a c i t y ,  th e  r e l a t i v e  im portan ce o f  th e  d i f f e r e n t  
modes o f  t ra n s p o r t  in  i t s  tra n s p o r t  system , i t s  dependence on incom e 
from  ta x e s  on f u e l s ,  e t c .  I f  a co u n try  t r i e s  to  keep petroleu m  p ro d u cts  
a t  an e x c e s s iv e ly  low  p r i c e ,  i t  co u ld  d is co u ra g e  the a c t i v i t i e s  o f  i t s  
own petro leu m  e n te r p r is e s  and have t o  s u b s id iz e  petro leu m  im p o rts , 
w h ile  such a p o l i c y  would encourage th e  use o f  modes o f  t ra n s p o r t  
which made i n e f f i c i e n t  use o f  t h is  f u e l .  On th e  o th e r  hand, a sudden 
la r g e  r i s e  in  petroleu m  p r i c e s  co u ld  s e r io u s ly  a f f e c t  c e r t a in  econom ic 
s e c t o r s  o r  r e g io n s  and g e n e ra te  i n f l a t i o n .

F urtherm ore, the in c re a s e d  cru de o i l  c o s t s  w hich have t o  be 
f in a n ce d  are  c o n s id e r a b le :  a p r i c e  o f  7 d o l la r s  p er  b a r r e l  FOB 
r e p r e s e n ts  an in c r e a s e  o f  around ^ .8 0  d o l la r s  ( o r  3 US c e n ts  per l i t r e )  
o v er  the p r i c e  o f  a y ea r  a g o . T ab le  3 g iv e s  the av era ge  p r ic e  
s tr u c tu r e  o f  p etroleu m  fo r  W estern European consum ers in  1969° Out
o f  the t o t a l  p r i c e  o f  1 0 .7 3  d o l l a r s ,  5 °10  d o l la r s  a re  a ccou n ted  f o r  by
in d ir e c t  ta x e s  and o th e r  ta x e s  in  the consumer c o u n t r ie s .  An in c r e a s e  
in  the FOB p r i c e  from 1 .8 2  d o l la r s  to  7 d o l la r s  c o u ld  be absorbed  to  a 
c o n s id e r a b le  ex te n t by a r e d u c t io n  in  ta x e s ,  but a measure o f  t h i s  typ e  
would be a heavy blow  to  f i s c a l  reven u e .

T a b le  4 g iv e s  a s im ila r  e s tim a te  f o r  L a tin  Am erica as  a whole 
a t  the b e g in n in g  o f  1973° I t  in d ic a t e s  th a t n ot even  the t o t a l  
a b o l i t i o n  c f  consumer ta x e s  c o u ld  make up f o r  an in c r e a s e  o f  
^•80 d o l la r s  in  the FOB p r ic e  o f  cru d e  o i l .
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WESTERN EUROPE: AVERAGE COST OF A BARREL OF PETROLEUM, 1969 
( D o lla r s  per b a r r e l  and p e r ce n ta g e s )

Teble 3 i

D o lla r s  P ercen ta g es

P ro d u ctio n  c o s t  O.285  2 .7
E arn ings o f  p rod u cer  c o u n tr ie s  0 .8 5 3  7 -9
Net p r o f i t s  o f  petroleu m  com panies O .68I  6 .3

S u b to ta l :  FOB p r ic e  1 .8 1 9  1 6 .9
F re ig h t  O.680 6 .3
R e fin in g  c o s t  O.350 3  3 .3

S to ra g e , d i s t r ib u t io n  and p r o f i t
o f  in te r m e d ia r ie s  2.780  26.0

S u b to ta l 5»629  5 2 .5
I n d ir e c t  and o th e r  ta x e s  in

consumer c o u n tr ie s  5 .1 0 0
T o ta l 10 .7 2 9

« ■■■—. <■— — mmmmm ■ ! ■■■ ■ n -— 1 , r.r . - ...........................—— . ■Uw, n—

S o u rce : ECLA, La in d u s t r ia  d e l  p e t r ó le o  en A m erica ..L atina : n o ta s  sob re
su e v o lu c ió n  'r e c ie n te  y p e r s p e c t iv a s , o p . c i t . , t a b le  68 
( o r i g i n a l  s o u r c e : ARPEL, B o le t ín  in fo r m a tiv o  No. 4 2 , January 
and February 1 9 7 1 ).
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T able

LATIN AMERICA: ESTIMATED AVERAGE COST OF A 
PETROLEUM TO THE CONSUMER, 1973

BARREL OF

D o lla r s P e rcen ta g es

FOB c o s t 2 .2 0 2 5 .8
F re ig h t  and in su ra n ce 1 .5 6 18 .2
R e fin in g 0 .5 0 5 .8
M arketing 1 .0 5 1 2 .3
P r o f i t s 0.80 9.**
Taxe 6 2.kk 2 8 .5

T o ta l 8 -5 5 1 0 0 .0

S ou rce : ECLA.

T ab le  5 g iv e s  d ata  on th e d i r e c t  ta x e s  on p etroleu m  p ro d u cts

a p p lie d  in  L a tin  Am erican c o u n tr ie s  betw een 1965 and 1972 and in  
Europe betw een 1965 and 1968. The ta x e s  in  Europe are  com p a tib le  w ith  
th e  g e n e ra l avera ge  o f  ^7»5 per cen t shown in  t a b le  3» In L a tin  A m erica, 
none o f  th e  c o u n tr ie s  had a g e n e ra l avera ge  o f  more than 37 p er cen t 
in  th e  la s t  y e a rs  o f  the 1 9 6 0 's ,  nor an average  h ig h er  than kk p er  cen t 
in  1972. These low er l e v e l s  o f  ta x a t io n  in  L a tin  Am erica would make 
i t  d i f f i c u l t  to  absorb  much o f  the r i s e  in  crude o i l  p r i c e s  by c u t t in g  
down on ta x e s .  F urtherm ore, in  s e v e r a l  L a tin  Am erican c o u n tr ie s  th e se  
ta x e s  c o n s t i t u t e  a s ig n i f i c a n t  share o f  t o t a l  governm ent reven u e . In  
M exico in  1969, f o r  exam ple, g a s o l in e  ta x e s  a lo n e  gen era ted  7*8 p er  cen t 
o f  the cu rre n t  c e n t r a l  governm ent r e v e n u e .^ / In  r e a l i t y ,  th e re  a re  
grounds f o r  a rgu in g  th a t th e  d i r e c t  ta x e s  in  L a tin  Am erica should  be 
brought in t o  l i n e  w ith  European ta_-c l e v e l s .

y International Bank for  Reconstruction and Development, 
The Transport Sector o f Mexico, Heport No. PTR-88, 1971»
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Table 5

INCIDENCE OF TAXES IN SELLING PRICE OF MAIN 
PETROLEUM PRODUCTS

( P e rce n ta g e s )

Country Year G a so lin e K erosene D ie s e l
o i l

F uel
o i l

Weigh'
averagi

A rgen tin a 1969 60 3 7 0 35
1972 57 35 k3 k kk

B o l iv ia 1969 2k 0 3 0 • 0
1972 lk 0 0 0 • »

B r a z i l 1969 kk 20 k2 5 37
1972 30 l*f 30 0 27

C olom bia 1965 10 3 3 2 7
C h ile 1968 35 13 26 15 26

1972 kk 12 21 16 34
Ecuador 1965 ko 7 8 4 • •

M exico 1969 lk 16 16 15 15
1972 12 13 13 12 12

Paraguay 1965 k5 26 23 22 • •
1972 ko 23 20 21 a •

Peru 1972 39 k8 k9 50 k3
Uruguay 1969 lk 7 16 12 13

1973 50 lk 20 16 3k

V en ezuela 1968 13 O.k 2 .3 3 7
Franc e 1968 7k 53 66 nO * •
I t a ly 1965 73 67 68 23 0 •
F ed e ra l R ep u b lic  

o f  Germany 1965 59 • • 55 35 • •

S o u r c e s : ECLA, La -in d u str ia  d e l p e tr S le o  en Am erica L a tin a : n o ta s sob re
sit e v o lu cTén r e c ie n t e  y p e r s p e c t iv a s , ojD«£Ít* , ta b le  70 , Data f o r  
1972 and 1973: ECLA, on the b a s is  o f  o f f i c i a l  da ta .

3/  The ta x e s  a p p lie d  to  each  petro leu m  produ ct were w eigh ted  by the 
r e l a t i v e  va lu e  o f  consum ption  based  on t a b le s  lV  and 71  o f  the 
p u b l ic a t io n  m entioned . F or 1972 and 1973, o f f i c i a l  d ata  o f  the 
c o u n t r ie s  on consum ption and s e l l i n g  p r i c e s  were u sed .
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The problem  i s  more com plex than t h i s ,  how ever. T ab le  6 g iv e s  
th e  r e l a t i v e  p r i c e s  (e x c lu d in g  ta x e s )  o f  th e  main petro leu m  p r o d u c ts , 
ex p ressed  in  term s o f  f u e l  o i l  p r i c e s .  The t a b le  g iv e s  d ata  on some 
South Am erican c o u n t r ie s  f o r  the p e r io d  1965-1969 and f o r  1972; on two 
European c o u n t r ie s  f o r  1965» and on the annual avera ge  FOB p r i c e s  f o r  
e x p o r ts  by th e  U nited  S ta te s , V enezuela  and Saudi A rab ia  in  1969» A 
p o in t  o f  p a r t ic u la r  in t e r e s t  i s  th e  g re a t  s t r u c t u r a l  d i f f e r e n c e  
betw een e x p o r t  p r i c e s  and d om estic  p r i c e s ,  s in c e  w h ile  the p r i c e  o f  
d i e s e l  o i l  on th e  in t e r n a t io n a l  m arket was betw een 3 and 8 per cen t 
h ig h er  than th a t  o f  f u e l  o i l ,  in  a l l  th e  c o u n t r ie s  d u rin g  th e  y e a rs  
in d ic a te d  th e  p r i e e - d i f f e r e n c e  betw een th e s e  petroleu m  p ro d u cts  was a t 
l e a s t  30 per c e n t ,  and In  some c o u n t r ie s  o v e r  200 p er  c e n t .  M ention 
shou ld  a ls o  be made o f  th e  g re a t  d i v e r s i t y  o f  p r i c e  s t r u c tu r e s  in  th e  
d i f f e r e n t  c o u n t r ie s :  w h ile  in  one cou n try  th e  p r i c e  o f  g a s o l in e  was 
o n ly  1 p e r  cen t h ig h er  than th e  p r i c e  o f  f u e l  o i l  in  1965, in  an oth er 
i t  was 592 p er  cen t h ig h e r  in  1969 and 672 per ce n t  h ig h er  in  1972.

These enormous v a r ia t io n s  in d ic a t e  th a t th e  c o u n t r ie s  ap p ly  
d i f f e r e n t  p r i c e  p o l i c i e s  and th a t  w h ile  th e se  p o l i c i e s  may be in  k eep in g  
w ith  th e  demand and r e f i n i n g  c a p a c ity  o f  each  co u n try , th ey  a ls o  co n ta in  
elem ents o f  im p l i c i t  ta x a t io n  o f  some p etroleu m  p r o d u c ts . These 
v a r ia t io n s  a ls o  in d ic a t e  th a t the c o u n t r ie s  a re  k eep in g  the p r i c e  o f  
f u e l  o i l  down a s  a measure d esig n ed  to  s t im u la te  in d u s try , w h ile  some 
c o u n t r ie s  have f ix e d  p r i c e s  f o r  d i e s e l  o i l  and g a s o l in e  w hich c o n ta in  
a la r g e  ta x  e lem en t.

The im portan ce o f  th e se  im p l i c i t  ta x e s  can be a p p r e c ia te d  from  
a s im p le  model in d ic a t in g  the t h e o r e t i c a l  in c r e a s e  in  the p r i c e s  o f  
p etroleu m  p ro d u cts  w hich would tak e  p la c e  in  d i f f e r e n t  L a tin  Am erican 
c o u n tr ie s  i f  th e  in c r e a s e  in  the p r i c e  o f  crude o i l  were d is t r ib u t e d  
among the petro leu m  p ro d u cts  in  p r o p o r t io n  to  th e  p r e v io u s  d i s t r ib u t i o n  
o f  incom e from  s a le s  o f  petroleu m  p r o d u c ts , w ith ou t ta k in g  ta x e s  in t o  
a c co u n t . I f  th e  d i r e c t  ta x  on each  petroleu m  p ro d u ct  i s  then a p p lie d  to  
t h i s  th e o r e t ic a l ,  in c r e a s e ,  an e s tim a te  may be o b ta in e d  o f  th e  in c r e a s e  
in  th e  p r i c e  o f  petroleu m  p ro d u cts  w hich  would r e s u l t  i f  the governm ent 
in tro d u ce d  no in n o v a t io n s  in  i t s  p r i c e  p o l i c y  and i f  th e re  were no 
changes in  f r e ig h t  r a t e s ,  r e f in in g  c o s t s ,  d i s t r ib u t i o n  c o s t s  and p r o f i t s .
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Table 6

RELATIONS BETWEEN SELLING PRICES OF MAIN PETROLEUM 
PRODUCTS, EXCLUSIVE OF TAXES

Country Va G a so lin e Querosene D ie s e l
o i l

F uel
o i l

A rgen tin a 1969 302 275 236 100
1972 233 224 207 100

B r a z il 1969 309 393 2.64 100
1972 433 405 300 ICO

C olom bia 1965 197 191 190 100

C h ile 1968 139 92 13^ 100
1972 134 91 130 100

Ecuador 1965 101 118 150 100

M exico 1969 692 271 271 100
1972 772 154 246 100

Paraguay 1965 151 133 l 4 l 100
1972 172 169 14? 100

Peru 1972 193 75 153 100

Uruguay 1963 668 275 303 100
1972 369 224 168 100

V enezuela 1968 169 168 160 100
France 1965 189 176 1 6 7 a / 100
I t a ly 1965 266 279 2 4 7 a / 100
W orld e x p o rt  

p r i c e s  b / 1969 111-139 103-143 103-108 100

S o u rce : ECLA, La in d u s t r ia d e l  p e t r ó le o  en Am érica L a tin a : n otas
sob re su e v o lu c ió n r e c ie n t e  y p e r s p e c t iv a s , o p .C i t o ,
t a b l es 5 6  , 70 and 7 1 . • /

For m otor v e h i c l e s :  the p r i c e  o f  d i e s e l  o i l  f o r  in d u s t r ia l  use 
i s  much lo w e r .

b /  P r ic e s  FOB U nited  S t a t e s ,  V enezuela and Saudi A rab ia .
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With t h i s  m eth od ology , and u s in g  th e  s t r u c tu r e s  and consum ption  
l e v e l s  f o r  1972 and th e  p r i c e  l e v e l s  f o r  1973 f o r  th e  v a r io u s  p ro d u cts  
r e f in e d  in  A rg en tin a , B r a z i l ,  C h ile ,  M exico and Uruguay, e s tim a te s  
were made o f  th e  amount by which th e  s e l l i n g  p r i c e  per l i t r e  in  US c e n ts  
o f  g a s o l in e ,  k e ro se n e , d i e s e l  o i l  and f u e l  o i l  w ould in c r e a s e  as a 
r e s u l t  o f  a r i s e  o f  *f.80 d o l la r s  in  th e  FOB p r i c e  o f  a b a r r e l  o f  crude 
o i l  (from  2 .2 0  d o l la r s  a t  th e  b eg in n in g  o f  1973 t o  an estim ated  average  
o f  7 d o l l a r s ) .  The most r e c e n t  ta x  p e rce n ta g e s  a v a i la b le  were u sed .
The r e s u l t s  a re  g iv en  in  t a b le s  7 and 8 , to g e th e r  w ith  the s e l l i n g  
p r i c e s  o f  r e f in e d  p ro d u cts  a c t u a l ly  in  f o r c e  a t  th e  b e g in n in g  o f  1973 
and 19?k .

I t  may be ob served  th a t w ith  th e  e x c e p t io n  o f  M ex ico , and to  a 
l e s s e r  e x te n t A rg e n tin a , th e  r e a l  in c r e a s e  in  th e  p r i c e  o f  r e f in e d  
p ro d u cts  betw een 1973 and 197^» in c lu d in g  ta x e s , i s  h ig h e r  than th e  
p r i c e  in c r e a s e  w hich may be a t t r ib u t e d  t o  th e  r i s e  in  crude o i l  p r i c e s .  
T h is  appears t o  in d ic a t e  th a t the c o u n t r ie s  a re  t o  a g r e a te r  o r  l e s s e r  
e x ten t a p p ly in g  p r i c e s  w hich a re  h ig h e r  than th o se  co rre sp o n d in g  t o  th e  
in c r e a s e  in  th e  c o s t  o f  c ru d e . However, i t  i s  p o s s ib le  th a t the 
p r i c e s  p a id  by th e  c o u n t r ie s  f o r  cru d e  o i l  may have been h ig h e r  than 
th e  7 d o l la r s  p er b a r r e l  FOB co n s id e r e d  in  t h i s  a n a ly s is ,  w h ile  th e re  
may a ls o  have been in c r e a s e s  in  im port f r e ig h t  c o s t s ,  r e f in in g  c o s t s ,  
p r o f i t s  and o th e r  elem ents making up th é  c o s t  o f  r e f in e d  p r o d u c ts .

U nlike th e  o th e r  fo u r  c o u n t r ie s  c o n s id e r e d , M exico i s  p r a c t i c a l l y  
s e l f - s u p p ly in g  as  re g a rd s  p e tro leu m . The f a c t  th a t  th e  in c r e a s e  in  the 
p r i c e s  o f  p etro leu m  p ro d u cts  i s  l e s s  than the in c r e a s e  t o  be exp ected  
from  the h ig h er  p r i c e  o f  cru d e  o i l  in d ic a t e s  th a t  M exico i s  a p p ly in g  
a p r i c e  p o l i c y  aimed a t  not p a ss in g  on t o  th e  u ser  th e  h ig h er  o p p o r tu n ity  
c o s t  o f  th e  petroleu m  i t  p ro d u ce s .

/Table 7
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ESTIMATED INCREASE IN PRICE OF REFINED PRODUCTS AS A RESULT 
OF INCREASE IN FOB PRICE OF.A BARREL OF CRUDE OIL 

FROM 2 .2 0  TO 7 DOLLARS
( US c e n ts  per l i t r e )

G a so lin e  K erosene

A rgen tin a
In cr e a s e  due t o  r i s e  in  

c o s t  o f  cru d e  o i l  b /  
Tax on s e l l i n g  p r i c e  

(p e r  c e n t )  c /
In cre a s e  in c lu d in g  ta x e s

B r a z i l
In cr e a s e  due to  r i s e  in  

c o s t  o f  cru de  o i l  b /  
Tax on s e l l i n g  p r i c e  

(p e r  c e n t )  d /
In cre a s e  in c lu d in g  ta x e s

C h ile
In cre a s e  due t o  r i s e  in  

c o s t  o f  crude o i l  b/
Tax on s e l l i n g  p r i c e  

(p e r  c e n t )  e /
In cre a s e  in c lu d in g  ta x e s

M exico
In cre a s e  due to  r i s e  in  

c o s t  o f  cru de  o i l  b /
Tax on s e l l i n g  p r i c e  

(p e r  c e n t )  e /
In cre a se  in c lu d in g  ta x e s

Uruguay
In cre a se  due to  r i s e  in  

c o s t  o f  cru d e  o i l  b /
Tax on s e l l i n g  p r i c e  

(p e r  c e n t )  c /
In cre a s e  in c lu d in g  ta x e s

5 .8 0

5 0 .0
1 1 .6 0

if .8 o

kh.o
8 .5 7

5 .0 2

MuO
8 .9 6

5 .8 8

1 2 .0
6 .6 8

8 . if?

5 0 .0
1 6 .8 6

t í ie s e l  F u el Average
o i l  o i l  in c r e a s e  a /

3 .8 6

3 3 .0
6 .0 3

k A 9

2 0 .0
5 .6 1

2 .1 5

1 2 .0  
2 . if if

1 .1 7

1 3 .0
1.3**

2 .8 0

lif.O
3 .2 6

2 .9 0

1 6 .0
3-**5

2 .8 o

if2 .0  
if. 83

2 .2 8

2 1 .0
2 .8 9

1 .8 8

13.O
2 .1 6

2.3**

2 0 .0
2 .9 3

1 .2 9

if.O
1 .3 7

0 .7 3

5 .0
0 .7 7

1 .8 6

16.O
2 .2 1

0 .7 6

1 2 .0
0 .8 6

1 .2 1

16.O
l . i f i f

3 .0 2  

**.79

3 .0 2  

5 .0 if

3 .0 2  

**.59

3 .0 2  

3 . **3

3 .0 2  

i f .88

Source : ECLA, on the b a s is  o f  o f f i c i a l  d a ta .
a /  W eighted a c c o r d in g  t o  1972 consum ption
b /  On th e  b a s is  o f  th e  1972 s tr u c tu r e  and

1973 p r i c e  l e v e l s .
ç /  1973 t a x e s .
d/  1969 t a x e s .
e /  1972 ta x e s .

s t r u c t u r e .
l e v e l s  o f  consum ption  and

/Table 8



INCREASE IR SELLING PRICES OF PETROLEUM PRODUCTS AND ESTIMATE 
OF PROPORTION OF INCREASE ATTRIBUTABLE TO THE RISE IN

CRUDE OIL PRICES

Table 8

(US cents per litre)

_ , . T. D iesel FuelGasoline Kerosene ... ..o i l  o i l

Argentina
S e l l in g  p r i c e  in  March 1973 9 .0 6 .0 4 .5 2 .0

S e l l in g  p r i c e  in  March 1974 3 4 .0 1 0 .0 6 .5 2 .9
R eal p r i c e  in c r e a s e 2 5 .0 4 .o 2 .0 0 .9
E stim ated  p r ic e  in c r e a s e  a t t r ib u t a b le  

t o  the r i s e  in  cru de o i l  p r i c e s 1 1 .6 6 .0 3 -5 1 .4

P ercen ta g e  o f  th e  in c r e a s e  
a t t r ib u t a b le  t o  the r i s e  in  crude 

o i l  p r i c e s 46 150 175 156

B r a z i l
S e l l in g  p r i c e  in  March 1973 1 2 .3 1 1 .5 7 -2 2 .6
S e l l in g  p r i c e  in  A p r i l  1974 2 4 .8 1 7 .1 1 4 .1 3 .9
R ea l p r i c e  in c r e a s e 1 2 .5 5*6 6 .9 1 .3
E stim ated  p r i c e  in c r e a s e  a t t r ib u t a b le ,  

to  th e  r i s e  in  crude o i l  p r i c e s 8 .6 5 .6 4 . 8 0 .8
P ercen ta g e  o f  th e  in c r e a s e  

a t t r ib u t a b le  t o  the r i s e  in  crude 
o i l  p r i c e s 69 100 70 62

C h ile
S e l l in g  p r i c e  in  March 1973 1 4 .0 6 .0 6 .4 5 .2
S e l l in g  p r i c e  in  F ebruary 1974 26. k 1 8 .1 2 0 .6 1 7 .8
R ea l p r i c e  in c r e a s e 1 2 .4 1 2 .1 1 4 .2 1 2 .6
E stim ated  p r i c e  in c r e a s e  a t t r ib u t a b le  

t o  th e  r i s e  in  cru d e  o i l  p r i c e s 9 .0 2 .4 2 .9 2 .2
P ercen ta g e  o f  th e  in c r e a s e  

a t t r ib u t a b le  t o  th e  r i s e  in  crude 
o i l  p r i c e s 73 20 20 18

/Table 8 (conclusion)
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Table 8 (conclusion)

G a so lin e K erosene D ie s e l
o i l

F uel
o i l

Mexico
S e l l in g  p r i c e  in  March 1973 8 .0 1 .6 2 .6 1 .0
S e l l in g  p r i c e  in  Janaury 1974 1 1 .2 1 .6 3 .6 1 .4

B eal p r i c e  in c r e a s e 3*2 0 .0 1 .0 0 .4

E stim ated p r ic e  in c r e a s e  a t t r ib u t a b le
to  the r i s e  in  cru d e o i l  p r i c e s 6 .7 1 .3 2 .2 0 .9

P ercen ta g e  o f  the in c r e a s e  
a t t r ib u t a b le  t o  the r i s e  in  crude

o i l  p r i c e s 209 0 220 225
Uruguay
S e l l in g  p r i c e  in  March 1973 2 1 .3 7 .1 5 .9 3 .1
S e l l in g  p r i c e  in  March 1974 4 5 .2 1 5 .2 1 2 .7 7 .1
R eal p r i c e  in c r e a s e 2 3 .9 8 .1 6 .8 4 .0
E stim ated  p r ic e  in c r e a s e  a t t r ib u t a b le  

t o  the r i s e  in  crude o i l  p r i c e s 1 6 .9 3 .3 2 .9 1 .4

P ercen ta g e  o f  th e  in c r e a s e  
a t t r ib u t a b le  t o  th e  r i s e  in  crude

o i l  p r i c e s 71 41 43 36

S ou rce ; ECLA. Unit p r ic e s  on the b a s is  o f  o f f i c i a l  data , converted  to
US d o l la r s  using data provided  by the In te rn a tio n a l Monetary Fund.

/Argentina, however,
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A rgentina, however, which produces most o f  the petroleum  i t  
consumes, apparently  i s  passing  on the h igher p r ic e  o f  crude o i l  to  
users o f  g a s o lin e . I t  would a lso  seem that the oth er co u n tr ie s  
con sid ered  are lik e w ise  p assin g  on to  the users o f  the d i f fe r e n t  
petroleum  produ cts both  the h igher c o s t s  r e s u lt in g  from the in crea se  
in  the p r ic e  o f  crude o i l  and those r e s u lt in g  from oth er item s in  the 
c o s t  o f  producing r e fin e d  p rod u cts . The f ig u r e s  in d ica te  sharp 
co u n try -to -co u n try  v a r ia t io n s  in  the r e la t iv e  s e l l in g  p r ic e s ,  but 
g en era lly  speaking they show that most o f  the t o t a l  c o s t  o f  p rodu ction  
i s  loaded  onto the p r ic e  o f  g a so lin e  and to  a le s s e r  extent that o f  
d ie s e l  o i l .

**. C onclusions

L atin  America depends to  a con s id era b le  extent on petroleum  as 
a source o f  energy. Approxim ately h a lf  the petroleum  i t  produces and 
im ports i s  used in  tra n sp ort a c t i v i t i e s .

No shortage in  the p h y s ica l a v a i la b i l i t y  o f  petroleum  in  the 
reg ion  i s  a n t ic ip a te d  fo r  the remainder o f  th is  decade, but a su b sta n tia l 
in crea se  i s  expected in  the p r ic e  o f  im ported petroleum  and in  the 
op portu n ity  c o s t  o f  petroleum  in  producer co u n tr ie s . This w i l l  mean 
h igher p r ic e s  fo r  the petroleum  produ cts used in  tra n sp o rt , and 
consequently  in cre a se s  in  the t a r i f f s  f o r  the v a riou s  modes o f  tra n sp o rt .

I f  the in crea ses  in  t a r i f f s  are sudden and e x ce s s iv e , and exceed 
the le v e ls  requ ired  to  absorb the r i s e  in  the p r ic e  o f  crude o i l ,  they 
may cause in f la t io n  and a f f e c t  oth er economic s e c to r s  o f  the co u n tr ie s  
and the r e la t io n s  between re g io n s  w ith in  the same cou n try .

Governments should study and apply  p o l ic y  measures to  c o r r e c t  
p o s s ib le  s itu a t io n s  o f  t h is  typ e , r e c o n c i l in g  them both  w ith  measures 
aimed at making b e t te r  use o f  a resou rce  which now has a h igh  economic 
va lue and with th ose  aimed at making u sers  pay the r e a l  c o s t  o f  
tran sp ort s e r v ic e s .  The main o b je c t iv e  o f  th ese  measures, however, 
should be to  minimize the t o t a l  c o s t  o f  tra n sp o rt , bearin g  in  mind the 
r e a l  va lue o f  fo r e ig n  exchange fo r  the economy and con s id er in g  that 
the co s t  o f  fu e l  i s  on ly  one element in  t h is  o v e r a l l  c o s t .

/The individual
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The in d iv id u a l s itu a t io n s  o f  the co u n tr ie s  w ith re sp ect  to  the 
new p r ic e  o f  petroleum  vary co n s id e ra b ly , and they w i l l  th e re fo re  have 
to  adopt d i f fe r e n t  p o l ic y  measures to  reduce the impact o f  the in cre a se  
in  petroleum  p r ic e s .  The fo l lo w in g , however, are some genera l measures 
which cou ld  be adopted:

(a )  G enerally  speaking, to  channel more t r a f f i c  towards the modes 
o f  tra n sp ort which use le s s  fu e l  per t r a f f i c  u n it . Any d iv e rs io n  o f  
in teru rban  cargo tran sp ort from trucks to  ra ilw a y s , and o f  passenger 
tra n sp ort from c a r s , ra ilw a ys  and p lanes to  bu ses, cu ts  down on the 
o v e r a ll  consumption o f  f u e l .  However, i t  should be r e c a l le d  that fu e l  
i s  not the on ly  input which in v o lv e s  the spending o f  fo r e ig n  exchange;

(b )  To extend ra ilw ay  e l e c t r i f i c a t i o n  in  the co u n tr ie s  which
have a lread y  e l e c t r i f i e d  co n s id era b le  s tre tch e s  o f  t h e ir  r a i l  networks 
and which have h y d r o -e le c t r ic  re sou rces  and c o a l ;

( c )  To use r a i l  t a r i f f s  as a reg u la to ry  instrum ent when th ere  are 
in cre a se s  in  road tran sp ort t a r i f f s  which do not correspond to  the 
in crea se  in  the p r ic e  o f  fu e ls ;

(d ) To e s ta b lis h  system s o f  ta x a tion  o f  im ported or d om estica lly  
produced road v e h ic le s  which w i l l  tend to  o r ie n t  demand towards 
v e h ic le s  w ith a b e t te r  energy y ie ld  and low er c o s t s  per t r a f f i c  u n it ;

(e )  To reduce maximum speed l im it s  on the highways in  order to 
save fu e l  and a ls o  p o s s ib ly  reduce a c c id e n ts , and

( f )  To secu re a marked improvement in  p u b lic  passenger tran sp ort
in  urban and suburban areas and d iscou rage  the use o f  p r iv a te  ca rs
w ith in  the c i t i e s .  With t h is  la t t e r  aim in  view , t r a f f i c  cou ld  even be 
banned in  ce n tra l areas at ce r ta in  tim es o f  day.






