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» Authors offer evidence for how gasoline retailers tacitly learned
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» Thursday price jumps and fixed daily decreases of 2 cpl

> Price leadership, price wars and experimentation led the
market to learn to coordinate on specific pricing cycles
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Figure 6: Evolution of the Timing of Price Jumps and Cycle Length

(i) Timing of Market-level Price Jumps by Day of Week (ii) Monthly Average Cycle Length by Firm
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» Gradual ‘tatonnement’-based learning is unlikely to lead to
sudden coordination of this magnitude
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» Suggests looking at the location of pricing decisions
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>

Price wars are often interpreted as punishment for defection
from a collusive agreement due to imperfect monitoring
Price wars are just one extreme way of enforcing collusion, but
there are other ways, with lower-powered incentives
But behavioral fluctuations/experimentation can arise for all
sorts of reasons
Monitoring not necessarily behavior (given perfectly observable
prices) but the state of rivals' characteristics (types)
Impatience may lead firms to steal from a collusive agreement
without retribution (Bernheim and Madsen, forthcoming)
Specifically in the 2009 price war
» Profit margins did not seem significantly different from
neighboring time periods
» Moreover, it did not seem that average retail prices changed
significantly upon Caltex’s ostensible defection
» Perhaps the location of realized retail prices did fluctuate with
a significant effect on firm revenue
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Difficult to deny presence of collusion from the evidence:
increased coordination (2010-2015) yielded higher margins

Location-based pricing patterns suggest themselves

» More detailed view of collusive agreement

» May provide more evidence of tacit learning to coordinate

» May facilitate estimation of actual profit and extent of
competition versus market sharing, especially interesting during
periods in which price wars ostensibly occurred

Conciliatory reaction to apparent defections from collusive
practices may be reasonably founded as part of the agreement
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