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Overview:

By 2007 the OPEC secretariat has estimated that the same 13 countries may be using 6.98 million barrels per day. Owing to very low domestic prices for energy as well as for other reasons, many OPEC members are emerging as substantial energy users. The major OPEC countries are known for producing and exporting crude oil. Recently these countries have become the world's fastest growing consumers of refined oil products (Gasoline, Kerosene, Distillates, Residuals). The rising demand for refined oil products in these countries reflects several factors.  First Countries such as Saudi Arabia, Kuwait Qatar United Arab Emirates and Iran, have experienced very strong economic growth underpinned by high international prices which is creating strong domestic demand for refined oil products. Second while international energy prices have soared domestic refined prices in such countries have historically extremely low. For example, in 2005 the average price for regular gallon of Gasoline is less than one Dollar for Saudi Arabia. Kuwait, Nigeria and Venezuela, while for European countries exceeded 5 Dollar for one Regular gallon of Gasoline 
Table 1: The Price in USD Regular/Gallon 2005

	Nation
	Price in USD Regular/Gallon
	Nation
	Price in USD Regular/Gallon

	Norway
	$6.27
	South Africa
	$2.62

	United Kingdom
	$5.79
	Russia
	$2.10

	Germany
	$5.57
	Saudi Arabia
	$0.91

	France
	$5.54
	Kuwait
	$0.78

	Japan
	$4.24
	Nigeria
	$0.38

	Brazil
	$3.12
	Venezuela
	$0.12


Source: Air Inc 
A third contributing factor is that population growth and the greater use of automobiles have increased consumption of oil and other energy products. The average population growth in the Gulf States for example is 3 per cent.  Fourth, the presence of the USA military operation in the Gulf States that depend on fuel purchased from the Gulf States which increased the demand in time of operations. 
Table 2: The annual average rate of growth of demand for refined products 2003-07
	
	2003
	2004
	2005
	2006
	2007
	

	Qatar
	43.7
	68.9
	73.2
	92.6
	100
	24.60%

	Saudi Arabia
	1140.5
	1187.2
	1227.4
	1311.6
	1398.6
	5.24%

	UAE
	190.1
	194.1
	204.3
	213.9
	223.8
	4.17%

	Kuwait
	206.7
	230.8
	248.7
	263.3
	271.8
	7.13%

	Iran
	1313.8
	1374.8
	1459.2
	1578.6
	1661.1
	6.05%


Sources: OPEC Bulletin
Method:

The consumption of  Refined oil products such as Gasoline, and Jet fuel is a positive function real income or real per capita and a negative function of own price  (Dahl 1994)  following the convention in these studies the demand for oil can be written as follow
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The Dummy Variable will be added for the Geopolitical factors such as the Gulf War in 1991 and the Iraq war in 2003.  The data will cover the period from1984 to 2007 for the 5 countries. The source for data is OPEC secretariat.  The objective of this paper is to estimate income and price elasticities for refined oil product (Gasoline)  for panel of  5 OPEC countries. The contribution of this study to the extent literature on energy consumption is twofold. First, while there are large literature modeling crude oil production, exports of oil pricing policies of OPEC countries, but few studies have examined the demand for oil products within OPEC countries. Such studies that modeled the demand for energy have focused on energy consumption within a single country , Kuwait (Al-Mutairi & Eltony, 1995) and Saudi Arabia (Al-Sahlawi, 1988; Diabi,1998) for OPEC countries (Chakravorty,  Fesharaki and Zhou, 2000) for GCC countries Eltony , M. Nagy. (1996).  Most of these studies  used data from 1970s to the mid 1990s that does not capture developments over the last decade  including the Gulf Wars, the emergence of Asian countries  as important influence on oil prices. Also few of them estimated income elasticities for refined oil products they applied consumption for total energy or crude oil, Secondly; the study employs a panel model into account the time series properties of the data.  Recent studies have found that panel data based tests have higher power than tests based on individual series. However, fewer studies have estimated income and price elasticities within panel work have not examined the time series properties of the data (Fiebig,  Seal, and Theil (1987); Seal, Walker, and Kim (1991) Rothman, Homg and Mount (1994).

Results:
The study applies recently developed panel unit root and panel cointegration techniques to estimate the long run income and price elasticities for refined oil products in the major OPEC Countries. The result for the panel data indicate that demand for refined oil products  is highly price inelastic and slightly income elastic in the OPEC countries.

Conclusion:
 While there is some difference in the income elasticity among OPEC countries, the result suggest that demand for oil refined products OPEC countries is being driven mostly by strong economic growth, while consumers are largely insensitive to price changes.
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