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Modeling gasoline demand in the United States: A flexible

semiparametric approach
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7. Conclusion &3S dod

Neither the log-linear model nor the translog model can sufficiently S do b asilad g 5 Eolus 3 Jue & b o8] Jus o5
capture the heterogeneity in the price elasticity and income elasticity of & ? PO e 4 o =

gasoline demand. Moreover, simply ignoring heterogeneity may result
in misleading estimates of demand elasticities. This paper has shown
that these problems can be overcome by a semiparametric smooth coef- N e s s s ) .
ficient model. To illustrate this method, I have constructed a flexible gas- 8l GlowSelsaS glaguass 29d hgyede Seal ol 3l Solw 4 S)
oline demand model using 15 years of gasoline consumption data and
other relevant information to incorporate possible demand heterogene-
ity. I have also explored a variety of alternative instrumental variables de-
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signed to account for possible endogeneity of gasoline price. The use of a Ol g il (8lp 094 Gibop 65-“[!19,4-‘:5 oS )lgass v po Jua b Olgie
recently developed estimation technique enables the estimation of Lo 18 calsosly 3l solimd b cuin elolis el oslaml  Jue o 5
observation-specific demand elasticities. The estimated income and J S ? PR S SRR o W
price elasticities are smaller than those suggested by the previous studies « e . . . 3 el s
in which heterogeneity is not sufficiently counted for. h Lol Jozol (Senl b f‘ﬂaﬁ skl hdye O | ple 5 230 Bpao
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