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Elasticities of gasoline demand in Switzerland
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5. Summary and conclusions

In this paper, we analyse demands for gasoline and for fuel
(gasoline and diesel together) in Switzerland. Using quarterly data
from 1970 to 2008, we are able to investigate a larger number of
explicative variables than most studies of the literature. Using
Engle and Granger's (1987) cointegration approach, we establish a
short and a long run relationship.

The main results are the following. Demands for gasoline and
for fuel are weakly sensitive: price elasticities are about —0.3 in
the long run. In the short run, demand is very inelastic: estimates
of price elasticities are —0.09 for gasoline and —0.08 for fuel.

Gasoline and fuel demands are sensitive to price variations in
foreign countries. In the long run, an increase by 1% of gasoline

prices in foreign border regions induces gasoline and fuel con-
snmption in Switzerland to rise by about 0.1%. Those results refer
to the whole Swiss market, which does not mean that foreign
prices do not have a much stronger impact in regions close to
borders.
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