
�������� ��	
���
��

Price Elasticity of Gasoline Smuggling: a Semi-Structural Estimation Ap-
proach

Hamed Ghoddusi, Nima Rafizadeh, Mohammad H. Rahmati

PII: S0140-9883(18)30066-5
DOI: doi:10.1016/j.eneco.2018.02.008
Reference: ENEECO 3917

To appear in: Energy Economics

Received date: 15 April 2017
Revised date: 25 November 2017
Accepted date: 16 February 2018

Please cite this article as: Ghoddusi, Hamed, Rafizadeh, Nima, Rahmati, Mohammad H.,
Price Elasticity of Gasoline Smuggling: a Semi-Structural Estimation Approach, Energy
Economics (2018), doi:10.1016/j.eneco.2018.02.008

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.

https://doi.org/10.1016/j.eneco.2018.02.008
https://doi.org/10.1016/j.eneco.2018.02.008


AC
C

EP
TE

D
 M

AN
U

SC
R

IP
T

ACCEPTED MANUSCRIPT

Price Elasticity of Gasoline Smuggling: a Semi-Structural

Estimation ApproachI

Hamed Ghoddusi 1, Nima Rafizadeh 2, Mohammad H. Rahmati 3

Abstract

We estimate the price elasticity of the demand for gasoline smuggling in Iran. For this

purpose, we employ a detailed panel of monthly gasoline consumption data from 160 dis-

tribution hubs during the period 2005-2014. We apply two different approaches which are

diff-in-diff and panel data estimations. The results suggest that the foreign-to-home gasoline

price ratios have a significant impact on the time-varying elasticity of demand. This finding

supports the hypothesis that an increase in domestic gasoline prices will significantly reduce

the demand for smuggling. In addition, as the distance of a region from its closest higher-

price neighboring country diminishes, the price elasticity of demand for gasoline smuggling

for that region declines as well. Finally, we find that when the ratio of foreign to domestic

prices is higher, the gasoline demand sensitivities to price in neighboring countries go up.

Our work offers new insights regarding the welfare impact of removing fuel subsidies and

modifying fuel pricing policies.
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