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Gasoline retail market in Budapest: pricing and spatial structure

This paper aims to model the spatial structure and pricing of the gasoline retail market of Budapest. After presenting the relevant literature, we describe the gasoline retail market of Budapest using data from the holtankoljak.hu webdatabase. We set up a two-equational model that catches the long and short run decisions of gas stations. The long run concerns the spatial decision: where to locate? The short run equation models the pricing of the gas stations at a previously chosen location. Our two-equational model was both estimated by OLS and IV methods.
According to our findings, the most important explanatory factors of the spatial decision are the local population density, the structure of the market and the traffic. The most important factors determining the pricing of gas stations are that which commercial chain does the station belong to and the previously made spatial decision. In a certain area, the increase of gas station density increases the price of gasoline. An other important finding is that as bigger the market power of the biggest retailer on the market is, the higher will be the price of gas. Despite our expectations, the fact that all the gas stations are owned by the same firm in an area does not have a significant effect on prices.
We plan to extend our research by developing this cross-sectional dataset into a panel dataset, thus making our estimations more precise.



