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ARTICLE INFO ABSTRACT

In recent years, population growth and economic development have significantly
increased energy demand. Natural gas, in particular, plays a crucial role in various
industries, including the electricity sector. Therefore, understanding the structure of
natural gas consumption across different sectors and planning for its supply and
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changes in consumer behavior due to price and income variations. One effective
method for implementing consumption control policies is increasing the price of
energy carriers, including natural gas. However, it is important to note that the

é(exwog%s: d demand for some essential products is less elastic to price changes. To develop
NL;Ft]Sr);Iagas emand, appropriate policies for natural gas, we reviewed studies published in domestic

journals on the price elasticity of natural gas in the residential and industrial sectors.
The results indicate that, according to regression and time series methods, natural
gas is an inelastic commodity in Iran. Therefore, policymakers should consider
alternative strategies to reduce natural gas consumption.
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Introduction

The global population surge has led to increased energy consumption, particularly in residential and
industrial sectors. Among the various energy sources, natural gas plays a critical role in electricity
production and heating. However, this heightened demand has consequences, including rising
government expenditures due to increased natural gas extraction. Addressing this issue requires
informed policies that balance supply and demand.
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One common approach to managing demand is price adjustment. Many policymakers advocate for
raising natural gas prices to curb consumption. The idea is that higher prices will discourage usage,
ultimately reducing the government’s expenditure. However, this strategy assumes that consumers are
sensitive to price changes. Unfortunately, not all products respond uniformly to price adjustments.
Therefore, while increasing the natural gas price can be considered a solution, it may not necessarily
be the best solution.

To make informed decisions about demand control, we need to calculate the price elasticity of
natural gas. This complex problem depends on several variables, including income levels, and
infrastructure. Researchers worldwide have investigated various systems to address this challenge.
Notably, Iranian scholars have taken a keen interest in natural gas due to its significance in the
country.

Research Method
Our study aims to review related works published in Iranian journals, specifically focusing on the
price elasticity of natural gas in Iran, in both the residential and industrial sectors

Results
In the following study, the response of consumers to the increase in natural gas prices is investigated.
We divided our analysis into two main sections:

1. Residential Consumers: We examined studies related to residential natural gas consumption. By
analyzing methods and results, we found that consumer behavior in this sector is generally
insensitive to price changes. Even when prices increase, residential users do not significantly
alter their consumption patterns. In other words, raising prices has no positive effects on the
demand side.

2. Industrial Sector: Similarly, we assessed natural gas price elasticity in the industrial sector.
Surprisingly, the results mirrored those of residential consumers. Industrial users also exhibit
low sensitivity to price fluctuations. Therefore, policymakers should employ other methods to
control and refine consumer behavior.

Conclusion

In this study, a comprehensive review has been conducted on the price elasticity of natural gas in the
residential and industrial sectors. After reviewing twenty publications, the results indicate that the
behavior of residential consumers is not sensitive to price changes. Similarly, industrial consumers
also show low sensitivity to increases in the price of natural gas. While reviewed papers indicate that
they are based on numerical methods with certain assumptions, including income levels, we recognize
that the phenomenon involves intricate variables. As a result, more variables should be considered to
find an exhaustive answer to our desired problem. For instance, the impact of weather conditions can
be investigated to answer questions such as: “How do temperature variations impact natural gas
consumption?” Cold winters may drive higher usage for heating, regardless of price changes.
Additionally, the awareness of consumers can be assessed. To evaluate the impact of awareness,
samples can be extracted for investigation from different cities.

To gain deeper insights, we propose employing machine learning models. These models can handle
complex patterns—both linear and non-linear—more effectively. By analyzing variables beyond
income, we can refine our understanding of price elasticity. Researchers should explore this gap to
enhance policy decisions.
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