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2. Drew Kodjak
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Abstract

The reform of energy subsidies and increase in fuel prices were expected to
reduce energy consumption in the transportion sector. Higher prices were supposed
to encourage consumers to use alternative technologies with higher fuel efficiency
and lower costs. In the present study, we examine the effects of relative price
changes of fuel (Gasoline and Diesel Fuel) on technology in the Iranian road
transport sector during the period 1991-2014, using the Robust Least Squares
method (RLS). We divide the changes in technology in road transport into two
groups; fuel technology (CNG consumption indicator) and engine technology
(average age of the fleet). We first study the change in these measures and then the
effect of these changes on greenhouse gas emissions. The results confirm that the
expected changes took place. The increase in relative prices led to increasing CNG
consumption and consequently reductions in greenhouse gas emissions. The
increased prices also lead to improvements in terms of average age of fleets with
respect to cars and buses, but we did not see this positive change with respect to
minibuses and trucks. On balance, the decrease in the average age of the
transportation fleet had positive effects on both fuel use and greenhouse gas
emissions per vehicle.

JEL Classification: Lg,, Q43, 033

Keywords: Fuel Price, Technology, Road Transportation, Robust Least Squares
Method
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