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Abstract

Gasoline prices vary across Korea. Some gas stations charge higher prices, while others charge lower
prices. In this paper, we try to find: why gasoline prices differ markedly across regions. We empirically
estimate the determinants of gas prices by incorporating supply side factors as well as demand side
factors into the empirical model. Empirical results show that both location—specific factors and
store—specific factors affect gas prices. Concentration of competing stores, store brands, ownership of
gas stations, and self—service availability influence gas prices. In addition, the availability of other
customer services such as convenience stores, car wash, and auto repairs affects gas prices.
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<Table 1> Descriptive Statistics
Variable N Mean S,td, Max. Min.
Dewviation
Gas Price 3,105 1,944.50 44.33 2,465 1,835
Di fr he N
stance from the Rearest | 5 )5 1,853 2,263 48864 19.3
Conpetitor (meter)
Dist fr the N t
staioe o the eres 3106 5,380 4,888 59,258 0
Economy Gas Station (meter)
500m Circle 3,105 0.25 0.52 3 0
1,000m
. 3,105 0.72 1.02 6 0
Circle
Number of L500m
Competitors T 3,105 1.38 1.62 10 0
o ; Circle
—ti
e 2.000m
tion ] 3,105 2.21 2.44 14 0
Circle
500m Circle 3,105 0.04 0.19 2 0
1,000m
. 3,105 0.10 0.31 3 0
Number of Circle
Economy 1,500m
Cas Stations Circle 3,105 0.17 0.42 3 0
2,000m
3,105 0.25 051 3 0
Circle
Tt f i
otal Nurber of Gas Stations | o 21.38 12.38 61 1
in the Region
Real Estate Price in the
Region (Won per square 3,105 1,650,950 | 1,006,033 | 8,950,000 170,000
Region meter))
Nurber of Autonmbiles 3106 93666 | 58169 | 246455 | 8759
in the Region
Durmmy (Self—Service) 3,105 0.06 0.24 1 0
Durmmy (Highway) 3,105 0.04 0.21 1 0
Durmmy (Store) 3,105 0.08 0.27 1 0
Dunmy (Car Wash) 3,105 0.28 0.45 1 0
Dummy (Auto Repair) 3,105 0.09 0.29 1 0
Gas Durmmy (SK Brand) 3,105 0.26 0.44 1 0
Station Dunmy (GS Brand) 3,105 0.18 0.39 1 0
Durmmy (S—COil Brand) 3,105 012 0.32 1 0
Dummy (Oll Bank Brand) 3,105 0.14 0.35 1 0
Durmy No Brand) 3,105 012 0.33 1 0
Dunmy (Economy) 3,105 0.17 0.37 1 0
Durmy (NC Brand) 3,105 0.01 0.10 1 0
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<Table 2> The Estimation Results of Gasoline Pricing Behavior

Variable Model 1 Model 2 Model 3 Model 4
Distance from the Nearost Competitor 2,091 X10 e L915X10 s 1.989X10 s 206410 et
staice from fhe Heatest Lombetito G877 (5.329) (5.532) (.787)
Distance from the Nearest Economy Gas 450010 Hewx 412010 e 4.010X10 e 4.010X10 4
Station (2.671) (2.439) (2.362) (2.345)
-1.814
Competitors in 500m Circle (—1.409)
—2.000++
Competitors in 1,000m Circle (—2.898)
Competitors in 1,500m Circl L0
mpetitors m 1,c n urcle (_2155)
-0537
Competitors in 2,000m Circl
mpetitors n Ircle (*1623)
Total Number of Gas Stations in the —(.288#x —0.302s% —0.300%% —0.295%#x
Region (—3.409) (—3.570) (—3.540) (—3.490)
Real Estate Price in the Region (Won per 1.420X10 s 1.410%X10 s 1.410X10 s 1.410X10 s
square meter)) (10.180) (10.145) (10.109) (10.106)
Nurrber of Autormobiles 6.010X10 P 6.620X10 s 6.730 %10 e 6.640%10 s
in the Region (3.072) (3.368) (3.394) (3.330)
—32.710w+ —32.6400+ —32.68 7 —32.704kx
Dummy (Self—Servic
4 rice) (-12.279) (~12.256) (-12.268) (-12.270)
33116 33.01 4w+ 32,71 4w 32,575
H 7
Durny Highvway) (10.330) (10.330) (10239 (10.175)
4119 4.048 3.899 3.844
Dummy (St
Gtore) (1616) (1.589) (1.529) (1.505)
Car W) 3445+ 3,500+ 3445 3475wk
Durmy s (2.159) 2.201) (2.160) ©177)
(P Repsit) 6592 6.234x+ 6,527 6.578w
VAL Tepr ©2.633) (2.489) 2.608) 2629
—4.784x —4.8215 —4.768x —4.766x+
Dummy (SK Brand
v ) (-2.490) (-2512) (—2.483) (—2.481)
(S Brancd —17.25 7wk —17.34 3 —17.430ws —17.362x
Durmmy a (~7.804) (—7.849) (~7.880) (~7.848)
(5~ Branc) —21.27 5wk —21.35Qx —21.27 L ~21.27 L
v ran (-10.135) (-10.184) (-10.139) (-10.135)
—34.16Q+ —34.064+ —34.022 —34.122x
Dummy (il Bank Brand
v and) (~15.273) (~15.242) (-15.202) (~15.249)
(b Frand) —39.79 sk —39.78 1wk —30.84 Tk —39.804kx
Dummmy (o Bran (~19.459) (~19.474) (~19.492) (~19.497)
Econos) —40,202+ —40.275wx —40.363#x+ —40.31 28
viHonony (~6.286) (-6.304) (-6.314) (—6.304)
1934.386%++ 1936.064+x 1936148+ 1936.02285k
Dummy (NC Brand
( and) (282.803) (282.076) (280.806) (279.414)
Dummy (Region) Included Included Included Included
Number of Observations 3,105 3,105 3,105 3,105
R-squared 0.391 0.393 0.392 0.392
Adjusted R—squared 0.385 0.386 0.386 0.385

Figures in parantheses are t—ratios.

sk p < 0,01 #+ p <0.05, * p <0.10
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