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(Figure 1> Monthly Trend of the Number of Thrifty Stations
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(Table 1) Descriptive Statistics

Variable Obs. Mean Std. Dev.
A. Prices and Margins
Gasoline prices 4,944,926  1,835.38 207.19
Weekly wholesale prices by brand 4,944,926 1, 695. 86 192.70
gasoline margins 4,944, 926 139.52 95. 07
B. Stations Characteristics
Self-service 4,944, 926 0. 20 0.40
Brand
GS Caltex 4,944, 926 0. 25 0.43
S-OIL 4,944, 926 0.13 0.33
SK Energy 4,944, 926 0. 38 0.49
Hyundai Oil Bank 4,944, 926 0.17 0. 38
Private Brand 4,944, 926 0.04 0.20
Thrifty Stations 4,944, 926 0.03 0.17
C. Variables for Market Competition
Number of stations within 1km radius 4,944, 926 3.92 2.53
Number of stations within 2km radius 4,944, 926 10. 77 7.11
Distance from the closest station (km) 4,944, 926 0. 64 1.19
Number of Self-service station within 1km radius 4,944, 926 0.93 1.25
Number of Self-service station within 2km radius 4,944, 926 2.39 2.73

(Table 2) Gasoline Prices and Margins by Brand

Obs. Mean Std. Dev.
Gasoline Prices
GS Caltex 1,213, 961 1, 850. 68 206. 66
S-OIL 634, 222 1, 814. 81 203. 60
SK Energy 1, 896, 106 1, 855. 87 210.93
Hyundai Oil Bank 839,136 1,811.92 197. 09
Private Brand 205, 726 1,794.98 192.09
Thrifty Stations 155, 775 1,730. 32 191.76
Margins
GS Caltex 1, 213, 961 129. 89 95.03
S-OIL 634, 222 122.05 74. 85
SK Energy 1, 896, 106 174. 47 105. 10
Hyundai Oil Bank 839, 136 101. 68 69. 39
Private Brand 205, 726 111. 47 56. 47

Thrifty Stations 155, 775 101.19 45. 34
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(Table 3) Margins Before and After Thrifty Stations

Before Thrifty Stations After Thrifty Stations

Mean Mean Diff.
Obs. S.D.) Obs. S.D.)
A. Total Sample
Thrifty stations 72, 888 132. 26 170, 546 101.00  -31.26***
(92.94) (45. 88)
Nearby stations within 1km 195,199 120. 38 433, 684 118. 31 -2.07***
(68.96) (76.79)
Nearby stations within 2km 458, 282 125.21 1, 182,409 126. 97 1.76
(73.02) (88.38)
B. 6 month window
Thrifty stations 23,563 120. 94 32,049 10117 -19.76***
(80.62) (46. 26)
Nearby stations within 1km 69, 717 119.70 80, 608 122.91 3.21
(69.87) (75.38)
Nearby stations within 2km 177,995 126. 35 210, 333 129. 26 2.92
(76.34) (79.09)
C. 3 month window
Thrifty stations 12,316 119. 86 16, 474 99.01 -20. 85***
(83.20) (48. 26)
Nearby stations within 1km 37, 704 120.90 41, 270 119.50  -1.40***
(69.82) (73.19)
Nearby stations within 2km 97, 406 127. 14 107,479 127.57 0.43
(76.50) (78.37)

Note: The last column perform one-tailed t-test against the null hypothesis that margins before
Thrifty stations are lower than those after Thrifty stations.
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GETF4 Ade] A7 PR FEAQ] 53 EAske A BEY 12 &+
Foke A& Eell 7Festn, ol tigh 23t (Table 4ol A (1) -(3)
2 LEFHAE SHCE Ikm B A1FE, () Zkm W9 A1E 24
dez sttt 2 42 A EF e wE Aolwt SAst=d], (1) €3 (2 E2
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S Sl Al - ARM R sk #5HA] ¥ ZE A 94 MeES EAlst
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(Table 4) Average Price Effects of Thrifty Stations

Dep. Var. : Price-Cost Margins

1km radius 2km radius
(1) (2) (3) (4)
Thrifty station conversion -12.294%**  -12.296***  -11.781***  -12.975***
(0. 969) (0. 968) (1.014) (0. 786)
Entry of a Thrifty station 0.625 0.619 2.392%** -0.359
within 1 or 2km radius (0. 492) (0. 491) (0.578) (0. 384)
Number of stations -0.661***  -0.638***  -1.339*** 0.017
within 2km radius (0.136) (0.135) (0. 150) (0.114)
Distance from the closest station 2. 470*** 2.508*** 3.184*** 4,698***
(0. 766) (0.765) (1.073) (0.743)
Number of self-service stations -0. 432* -0.423* -0.601* 0.059
within 2km radius (0. 244) (0. 243) (0. 201) (0. 195)
city average wholesale prices -0. 846***  -0.850***  -0.699***  -0.693***
(0.053) (0.053) (0.031) (0.031)
Self -37.419%*%  -37.427%F*  -37.160%FF =36, 071%**
(1.173) (1.172) (1.021) (0.691)
Branded 4,908%** 4.919*** 3.958%** 5.901%**
(1.032) (1.031) (1. 100) (0.901)
Station FE Yes Yes Yes Yes
Weekly FE Yes Yes Yes Yes
Daily FE No Yes No No
City Xweek FE No No Yes Yes
R’ 0. 74 0.74 0.74 0.79
Obs. 872, 317 872, 317 872, 317 1,884, 125
Note: *, **, and *** refer to the 10%, 5%, and 1% significance levels, respectively. Driscoll

and Kraay (1998) standard errors, robust to heteroskedasticity, serial correlation and
spatial correlation, are presented in the parentheses.
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(Table b) Dynamic Price Effects of Thrifty Stations

Dep. Var. @ Price-Cost Margins

1km radius 2km radius
(1) 2) (3) (4)
A. Thrifty station conversion

1 month -25.346***  -25,384%**  -22,274***  -23,139***
(2.076) (2.074) (2.040) (2.121)

2 month 24, 087***  -24.089***  -21.603*** -21,945%**
(2. 290) (2.290) (2.200) (2. 246)

3 month 21.232%F% =21 213%**  -19.790***  -20. 046***
(1.704) (1.704) (1. 796) (1.714)

4 month -20.040***  -20. 054***  -19.390*** -19, 489***
(1. 660) (1. 664) (1.619) (1.512)

5 month -19.358***  -19.263***  -18.025*** -18.479***
(1.591) (1.588) (1.621) (1.564)

6 month -18.002%**  -18.000***  -16.527*** -17.239***
(1.729) (1.732) (1.610) (1. 664)

7 month -15.396 % -15.427***  -13.946***  -14.905***
(1.615) (1. 606) (1.671) (1.758)

8 month S14.530%%%  -14.541%*F  -14.572%**  -15.194***
(1.548) (1.546) (1.587) (1.587)

9 month -16.489***  -16.432***  -17.053*** -17.827***
(1.471) (1. 469) (1. 549) (1.586)

10 month or later -15.699%**  -15.657***  -17.502*** -18.432***

(1.023) (1. 020) (1.091) (1.129)
B. Entry of a Thrifty station within
1km or Z2km radius

1 month -1.430 -1.424 0.218 -0. 643
(0.935) (0.937) (0. 884) (0. 706)
2 month -0.678 -0. 646 1.025 -0. 649
(0. 826) (0. 826) (0. 821) (0.753)
3 month 0.724 0.673 1. 445 -1.213
(0.923) (0.922) (0. 920) (0.819)
4 month 0.915 0. 886 1.404 -1. 044
(0.922) (0. 924) (1.037) (0.719)
5 month -0. 410 -0. 328 0. 265 -1.359
(0. 965) (0. 965) (1.104) (0. 848)
6 month 0.191 0.155 0. 827 -1.660
(1.0298) (1.030) (1.179) (0.919)
7 month 0.297 0.330 0.819 -2.170*

(0.963) (0.953) (1.185) (1.074)
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8 month 0.142 0. 108 2.276% -1 4177
(1.078) (1.081) (1. 229) (0.774)
9 month 0.675 0.678 3.238** -1. 405
(1.114) (1.106) (1.612) (0.837)
10 month or later -0.675 -0. 647 -0. 600 -2.321**
(0.897) (0.897) (1.032) (1.012)
Other covariates Yes Yes Yes Yes
Station FE Yes Yes Yes Yes
Weekly FE Yes Yes Yes Yes
Daily FE No Yes No No
CityXweek FE No No Yes Yes
R’ 0. 74 0. 74 0.75 0.79
Obs. 872, 317 872, 317 872, 317 1, 884,125
Note: *, **, and *** refer to the 10%, 5%, and 1% significance levels, respectively. Driscoll

and Kraay (1998) standard errors, robust to heteroskedasticity, serial correlation and
spatial correlation, are presented in the parentheses. Other covariates include the number
of stations and self-service within 2km radius, distance from the closest station, city

average wholesale prices, and indicators for self-service and branded stations.
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(Figure 4) Monthly Price Effects of Thrifty Stations within 1km radius

-5
1

1

KRW per liter
-10

-15

1

-20
1

-25
1

1

-30

5 6
Time(Month)

—<O— Thrifty stations —o6—— Nearby stations within 1km
------- 95% significance level

(Figure 5) Monthly Price Effects of Thrifty Stations within 2km radius
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(Figure 6 Weekly Price Effects of Thrifty Stations within 1km radius
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(Figure 7) Weekly Price Effects of Thrifty Stations within 2km radius
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The Effects of the “Thrifty Station” Policy on the
Market Competition in the Korean Retail

Gasoline Market™

Woo-Hyung Hong™*

Abstract

The Korean government has performed an interesting experiment in the
retail gasoline market that intentionally introduce low-cost gas station so-called
“Thrifty gas station” into the market. By doing so, the government expected
that the entry of Thrifty stations would stimulate competition in a local market
and thus improve consumers’ welfare. This paper investigates the ‘average” and
‘dynamic’ effects of Thrifty stations on gasoline prices of both Thrifty stations
and nearby competitors. To identify the pure competition effects, we adopt
panel data analysis to control for various unobserved economic factors that
possibly affect gasoline prices. Our results support that prices of Thrifty
stations decreased permanently by 15-17 KRW per liter after their conversion.
In contrast, prices of nearby stations within 1 and 2 km radius remain
unchanged after the entry of a Thrift station. For this reason, we conclude
that the “Thrifty gas station” policy has little effect on the competition among
stations located in the capital area.
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