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Sales taxes along with taxes applied by local and municipal governments also can have a significant impact on
gasoline prices in some locations. In conclusion, until such time that gasoline is no longer needed to run
automobiles there will be a constant demand for the product, and there will always be organizations such as
OPEC around to supply it. I know this to be true, because during that time I purchased a Jeep Wrangler, which
holds and uses more gas than the smaller car that I used to own. As of January 1, , state taxes and fees on
gasoline averaged  With solid economic growth, U. Third, the reason why fuel consumed goes down by more
than the volume of traffic, is probably because price increases trigger more efficient use of fuel by a
combination of technical improvements to vehicles, more fuel conserving driving styles, and driving in easier
traffic conditions. Updated June 23, One could think of a number of ways that someone could cut back on fuel
consumption in response to higher prices. Standard Deviation It's important to note that the realized elasticities
depend on factors such as the timeframe and locations that the study covers. Taxes add to the price of gasoline
Federal, state, and local government taxes also contribute to the retail price of gasoline. It is this which makes
gasoline a product that is indispensable and also makes it highly demandable from the driving public. All
rights reserved. In the long-run defined as longer than 1 year , the price elasticity of demand is  In the study,
Espey examined different studies and found that in the short-run defined as 1 year or less , the average
price-elasticity of demand for gasoline is  Excise taxes add another 49 cents a gallon on average nationwide.
Some retail outlets are owned and operated by refiners, while others are independent businesses that purchase
gasoline from refiners and marketers for resale to the public. Increased demand for gasoline in the summer
generally results in higher prices. The supply-demand issues in the domestic gasoline market affect all
different parts of the economy. Search our content:. The cost of crude oil Refining costs and profits
Distribution and marketing costs, plus a reasonable profit margin Local, state and federal taxes What
determines the cost of crude oil? Works Cited Brue, Stanley L. Now the price per gallon is at least 60 cents
higher then it was a year ago, which, if you do the numbers as to how much gas people use, makes it an
incredible increase. So further consequences of the same price increase include the following 2 scenarios. That
leaves 30 percent for the refiners, distributors, and retailers. In it, they summarize their findings on the price
elasticity of demand for gasoline. It is produced by the fractional distillation of petroleum; by condensation or
adsorption from natural gas; by thermal or catalytic decomposition of petroleum or its fractions; by the
hydrogenation of producer gas or coal; or by the polymerization of hydrocarbons of lower molecular weight.
Refining costs and profits Refining costs and profits vary seasonally and by region of the United States, partly
because of the different gasoline formulations required to reduce air pollution in different parts of the country.
The number and location of local competitors can also affect price.


