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(1) Overview
In periods of highly volatile petrol prices consumers across the world are extremely sensitive to the price of petrol. In Australia despite the interest from the public there is a lack of publicly accessible empirical analysis on the topic. This paper aims to provide an empirical analysis of petrol price asymmetries in three Australian local markets, by investigating if there is an asymmetric transmission from the international benchmark price to the local market price. 

Three different geographical markets within Australia are evaluated in this study. . Most gasoline price asymmetry articles in the literature that analyse local markets focus on urban areas, with regional markets largely ignored. For this reason we have selected two urban areas, Sydney and Perth, and the Pilbara region of Western Australia, which is a sparsely populated rural area. Much is said in the media about the inequity of petrol pricing in country areas compared to city areas, however there is little empirical analysis on how transmission processes differ between urban and rural areas and the literature on gasoline pricing in general has ignored rural areas and instead focused on urban areas. This study will compare the transmission processes of urban and rural prices and while the result regarding the speed of transmission is unsurprising (prices in the rural area adjust much slower to changes in wholesale prices), the findings regarding whether pricing in the rural area is asymmetric yields a surprising result.

In our study we also consider a dataset from a price setting regime, Western Samoa, where the Government has controls over the petrol price and the nation is supplied by one multinational oil company. Each month the price is negotiated by both parties and there is the opportunity for prices to be sticky on the way up and flexible on the way down. We would therefore expect to find symmetric pricing in Samoa.
(2) Methods
The approach used in our paper is based on generalizing the Granger-Lee (1989) asymmetric error correction model to estimate asymmetric Error Correction Models (ECM) of the transmission from international and wholesale prices to domestic prices. Our approach is similar to ones adopted by Galeotti et al. (2003), Kaufmann et al. (2005), Radchenko (2005) and Abosedra and Radchenko (2006) among others. 
(3) Results
Any study of asymmetries in gasoline prices requires data on downstream prices and upstream prices that are comparable. In this study the downstream price is the retail price of petrol for a specific market while the upstream price is the price of refined petrol in Singapore that is exported to these markets (the relevant international benchmark price). Since the Singapore price is denoted in US dollars, the retail prices are converted to US dollars. For the Western Australian regions we use weekly data from January 3rd 2001 to May 28th 2007. For Sydney we have weekly data from May 1st 2005 to April 30th 2007. For Western Samoa the data is monthly and spans from August 1998 to August 2007. 
The results indicate that asymmetric transmission is only present in the Pilbara market. Moreover for the Pilbara market adjustment is very slow.
(4) Conclusions
We find no evidence of asymmetric transmission for the Sydney market. For the Pilbara region asymmetries were found and the Perth market is still under consideration. The Samoan system of pricing was also found to be symmetrical, but it is questionable whether or not a system of price controls in the Australian context would actually result in lower prices for consumers.
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