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international gasoline price (9/¢)  574.94 123.92 306. 28 956. 82 804
international diesel price (8/2) 632.63 162.13 399. 14 1169. 32 804
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Wholesale Price Disclosure and Strategic Behavior of
Oil Refineries: Evidence from the Korean

Transportation Fuel Market*

Dae-Wook Kim** - Jong-Ho Kim***

Abstract

On May 2009, the Korean government mandated disclosure of gasoline
product cost information at the oil company level to induce oil companies to
competitively reduce the wholesale prices of the gasoline products.
Theoretically, the disclosure effect of the wholesale price could be either
positive (averaged to the lower level) or negative (averaged to the upper
level). This study investigates the disclosure effect of the wholesale price,
using weekly wholesale price at the oil company level. The results from
ranking analysis reveal that the ranking volatilities among oil companies
increased after the cost information disclosure. Furthermore, the results from
the various graphs show that price dispersion of the wholesale prices (both
gasoline and diesel) decreased, However, the wholesale pricing regression
results conclude that the wholesale prices were converged to the upper level,
contrary to the expectations of the Korean government.

Key Words: gasoline wholesale price disclosure, price dispersion, ranking
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