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Abstract

This project analyzed the discount behavior of Taiwan’s gas stations. We interviewed all
Taiwan’s gas stations based on a three-day telephone interview survey, in which around 70% of
them were successfully interviewed. Information, such as firm characteristics, best dollar and
non-dollar discounts when consumers were fuelling gasoline, was collected. We employed an
econometric model to analyze the determinants of the discount behavior when consumers were
fueling gasoline. We found that within 500 meters, an additional competitor significantly
increased the best discount offered when consumers were fueling gasoline. This result holds even
if we control the demand and supply side conditions in a market, the area effects and firm size
clustering effects. In addition, the main source of competition for a gas station is from
competitors that purchased gasoline from the same petrochemical company. This shows that there
may exist the brand royalty in Taiwan’s gas station industry. Lastly, we found that privately
owned franchised gas stations significantly enhance the competition. This implies that the entry
of a privately owned franchised gas stations do have impacts on the market competition and do
increase the difficulty of collusion among upstream petrochemical companies.
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