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Overview
The implementation of the Renewable Fuels Standard Program in 2005 has made ethanol blended gasoline more accessible than ever before. It is directly due to this increased availability that ethanol blended gasoline has become a substitute product for pure 100% gas. However, the two products seem to have price points that vary in ways that are inconsistent with traditional substitute goods. This study measured gas prices in the Oklahoma City area from stations that sold only ethanol-blended, only non-blended regular gasoline, and both ethanol-blended and 100% gasoline. The data was hand collected every day for approximately six weeks, and covers over 250 stations in the Oklahoma City area. I find evidence of a possible second degree price discrimination between the two gas types. 
Methods
Data for this project was collected from two sources. Oil Price Information Servicers (OPIS) provided prices for stations that sold only regular 100% gas and only ethanol blended gas. The price points from stations that sold both types of gasoline were hand collected everyday over a six week period by both visitation and telecommunication.

In addition to summary statistics and graphical analysis, I used regression analysis to uncover determinants of retail gasoline prices.
Results
Early evidence suggests that 100% gasoline sells at a premium to ethanol-blended gasoline that cannot be explained by cost differences alone. As shown below, the difference in prices between ethanol and non-ethanol gas remains constant at stations that only sell one type or the other, however, stations that sell both have price differentials that vary widely on a day to day basis. The stations that sell both types of gas are able to set their prices more freely than a station that only sells one or the other. I also find that stations that sell both blends simultaneously typically charge 3-4 cents more on average for non-blended gasoline.
Conclusions
The existence of ethanol-blended and 100% gasoline leads to very interesting price dynamics for both types of fuel. Even though the two products are near-perfect substitutes, non-ethanol blended gasoline consistently has a higher markup than ethanol-blended gasoline. Interestingly, this difference is more drastic at stations that sell both types simultaneously.

