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Diesd demand per capita elasticities
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Abstract: The goal of this study is to analyze the diesel demand
responses dueto price and income changes related to China s fuel tax
reform. Thisstudy uses a lagged endogenous model with provincial
yearly aggregated panel data for 1999 —2007. T he results show that
China s diesel demand per capita short term price elasticity was
— 0 33, the shortterm income elasticity was 0. 65, the longterm
price elasticity was — 0. 86 and the long term income elasticity was
1. 70. Thus, theshortterm price elasticity is less than the long term
price elasticity, so reduction of the diesel fuel tax is ineffective in
enhancing diesel use efficiency in the short term. T hese estimates of
the demand price elasticities are similar to findings in western
countries while the income elasticities are higher than in western
countries. The long term effects far exceed the shortterm effects,
so there is a high stickiness in China s diesel demand per capita in

other countries.
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