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Overview 

Until the middle of the eighties the national downstream oil activities in Spain were totally controlled by 

the government through a monopoly (i.e., “Campsa”). From then on, the distribution and retailing 

activities of fuel oil products were gradually liberalized, allowing the entry of competitors, in order to 

meet the requirements to join the European Union. Nowadays it could be reasonable to think that the 

regional retail markets are completely integrated. Under this ideal context any systematic positive 

differences in retail prices (net of taxes) across regions that cannot be attributed to production costs 

should be eliminated by the entry of new competitors and, therefore, the cost pass-through to retail prices 

should be regionally homogeneous in the long-term. Nevertheless, in view of the high degree of market 

concentration and their divergences among regions (probably promoted by the actions of regional 

governments), some doubts arise about the full integration of the Spanish regional markets. In this paper 

we will try to shed light on this question based on a cross-sectional comparison of the transmission of 

international shocks of wholesale raw oil prices. 

Data and methodology 

With this aim in mind, we have used a set of panel data for gas-oil retail prices, which is composed of 

daily information (from 2006 to 2009) across each one of the Spanish regions (i.e., NUTS 3). Taking into 

account the possible spatial dependence among the regions, we apply a fixed-effects model with cross-

sectional dependence correction (i.e., Driscoll and Kraay (1998) standard errors).  

Results 

Empirical evidence suggests that, despite liberalization, retail oil markets are still significantly segmented 

at the regional level. We also provide some evidence in favour of the hypothesis that this segmentation 

tends to be greater between (NUTS 3) regions with different autonomous governments  than for those 

regions belonging to the same autonomous community (NUTS 2). We also asked whether divergence in 

market concentration across regions could be empirically revealed as a source of the differences in long-

run oil price transmission. Results indicate that cost pass-through tends to be higher in regions where the 

degree of market concentration is greater, in accordance with the theoretical predictions derived from a 

Cournot approach. 

Conclusions 

Our results indicate that it is difficult to obtain a good integration of oil regional markets in face of 

concentration heterogeneity. Substantial difference in criteria across communities when it comes to 

giving administrative authorizations to companies to operate in their territory might play an important 

role in the existence of regional segmentation. 

References 

Asche, F., Osmundsen, P., Tveteras, R., 2002. European market integration for gas? Volume flexibility 

and political risk. Energy Economics 24, 249-265. 

Balaguer, J., 2011. Cross-border integration in the European electricity market. Evidence from the pricing 

behavior of Norwegian and Swiss exporters. Energy Policy 39, 4703-4712. 



2 

 

Borenstein, S., Shepard, A., 1994. Dynamic pricing in retail gasoline markets. Rand Journal of 

Economics 27, 429-451. 

Breitung, J., Das, S., 2005. Panel unit root tests under cross-sectional dependence. Statistica Neerlandica 

59, 414-433.  

Dreher, A., Krieger, T., 2010. Diesel price convergence and mineral oil taxation in Europe. Applied 

Economics 42, 1955-1961. 

Driscoll, J. C.; A. C. Kraay. 1998. Consistent covariance matrix estimation with spatially dependent panel 

data. Review of Economics and Statistics 80: 549–560. 

Jackson, W.E., 1997. Market structure and the speed of price adjustment: Evidence of non-monotonicity. 

Review of Industrial Organization 12, 37-57. 

Slade, M.E., 1986. Conjectures, firms characteristics, and market structure: an empirical assessment. 

International Journal of Industrial Organization 4, 347-370. 

Zachmann, G., 2008. Electricity wholesale market prices in Europe: Convergence? Energy Economics 

30, 4, 1659-1671. 

 

Keywords: Retail oil markets, market integration, oil price transmission, market concentration. 


