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Abstract
This paper investigates the extent of convergence club formation in retail gasoline 
prices. Our study provides new insights through the use of a large disaggregated 
panel database for Canada that comprises three types of gasoline grades, namely 
regular, medium and premium, for a sample of 44 cities over a period of almost 
two decades. The paper analyses gasoline price data that are inclusive or exclusive 
of taxes. The findings suggest that the retail gasoline markets are not integrated in 
terms of requiring multiple numbers of convergence clubs to explain relative price 
movements across cities. In addition to this, wholesale gasoline prices across cities 
are probably less integrated than retail prices. Key drivers of retail price divergence 
across cities include distances between cities and the need to be explicit on distin-
guishing fuel quality. These findings are robust to the inclusion or exclusion of taxes 
in retail gasoline prices.
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