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Abstract

This study examines price asymmetry in Korea's petroleum retail market and the
price effects of the Thrifty Station policy. Using an asymmetric error correction model,
we find that both branded and Thrifty stations adjust prices asymmetrically to
international oil price changes in the short run, with branded stations showing greater
and more persistent asymmetry. We attribute this gap to purchase—cost uncertainty
from refiners' ex—post settlement practices. Applying the Callaway and Sant'Anna
(2021) estimator, we find that at the national level Thrifty Station entry lowers the
legal—dong average price by about 9 KRW per liter, but mainly through a composition
effect, with no significant competitive response from incumbents. In metropolitan
cities, however, prices fall significantly by about 22 KRW (overall) and 12 KRW (major
brands), indicating both composition and competition effects. These results suggest
that expanding retail—level competition alone has limited effectiveness.

Keywords: Price asymmetry, Asymmetric error correction model, Cumulative adjustment function, Consumer cost,
Staggered Difference—in—Differences
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<% 4> Estimation Results of the Asymmetric Error Correction Model
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<% 5> Estimation Results of the Asymmetric Error Correction Model
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