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1.

BACKGROUND

The Royal Automobile Club of Victoria (RACV) is the peak motoring body in Victoria representing
over 2.1 million members, which means that on average three out of four Victorian households
contains an RACV member. RACV’s main activity regarding fuel is the provision of advice and
information to motorists assisting them to save money on fuel purchases.
Our data shows that on average regional prices have maintained noticeably higher margins on a per
litre basis when compared to Metropolitan Melbourne. This undoubtedly puts unnecessary financial
strain on those living in regional areas with limited access to competitive fuel markets. Average
regional prices may be reduced should motorists be equipped with more immediate and precise fuel
price information, empowering them to find better deals in neighbouring towns when going about
their business.
RACV welcomes the opportunity to comment on the Parliamentary Inquiry into Fuel Prices in
Regional Victoria. Our key policy positions, research and comments on the draft are provided
below.

2.

TERMS OF REFERENCE
1. examining pricing methodology for unleaded, diesel and LPG fuels in regional Victoria;
2. examination of why significant pricing discrepancies occur in some regional communities
when compared to metropolitan areas and many other regional communities;
3. consideration of best practice approaches and initiatives in other Australian states and
territories, with a view of reducing fuel prices;
4. examining technology and tools that may enable motorists to compare fuel prices;
5. considering the experience and pricing impact upon families, businesses and industry; and
6. examining regulatory and legislative barriers that may influence fuel prices.
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3.

PRICING IN REGIONAL VICTORIA

3.1 Petrol prices
Our data1 shows that regional prices were on average 2.2 cpl greater than the Melbourne average
of 122.8 cpl for the FY16/17 period2. This contains a range of localities where some are significantly
inflated when compared to Melbourne. Some suburbs are on average similar to Melbourne pricing
and a select few are cheaper over the long term.
Even so there can often be large variations between suburbs that are in a relatively close proximity
to each other. If motorists were empowered with more effective pricing tools they would be given the
ability to plan fuel purchases on the times they leave their local town and buy from cheaper nearby
towns. An ideal flow on effect would be reduced sales in the more expensive town which places
pressure on its retailers to reduce prices to draw more local sales.
Another major difference between regional areas and metropolitan Melbourne is the existence of a
fuel price cycle. In its essence, the price cycle is a function of competition; it is driven by competing
fuel stations attempting to undercut each other to sell more petrol. When this discounting reaches
an unsustainable level, where profit margins are very low or even running at a loss, the fuel price
gets driven back up again by some of the retailers. Most petrol stations will then follow this upwards
trend. Wholesale pricing has little effect on the short term of the petrol price cycle, primarily affecting
the peaks and troughs which can be seen when analysing the long-term trends. Some years ago,
the price cycle was as short as a week, however in recent times it has been observed to last as long
as 4 to 8 weeks. Except for a few regional cities, we do not typically observe cyclic pricing behaviour
across regional Victoria due to lower levels of competition.

3.1.1 Regional towns clearly more expensive than Melbourne

Figure 1. Towns with average petrol prices significantly greater than Melbourne, FY16/17

1
2

Our data refers to pricing information in RACV databases, which may differ slightly compared to other sources
For RACV fuel purposes average Melbourne price is determined by a custom region as specified in Appendix A
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There are some towns which are clearly driving the higher regional average. Corryong retailers are
charging at a substantial premium relative to Melbourne averages with no clear justification. On
average Corryong, has been priced 12.4 cpl greater than Melbourne for the 2016/17 financial year.
It is not imaginable that sales volumes are low enough such that an inflation of this magnitude can
be justified to cover overheads.
Kyabram, Leongatha, Moe and Swan Hill are amongst other significant offenders with price
differentials to Melbourne of 4.5, 5.4, 4,6 and 4.8 cpl respectively. These price differences are
perplexing as except for Swan Hill these are quite established regional towns located at or near
major towns or arterial roads.

Town
Ararat
Benalla
Cobram
Corryong
Hamilton
Kyabram
Leongatha

Price Above Melbourne
2.1
3.8
2.0
12.4
4.1
4.5
5.4

Town
Mildura
Moe
Portland
Sale
Swan Hill
Wangaratta
Yarrawonga

Table 1. Towns with petrol prices clearly above Melbourne average price, FY16/17

3.1.2 Regional towns which still exhibit cyclic pricing patterns

Figure 2. Regional towns exhibiting cyclic fuel pricing
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Price Above
Melbourne
4.3
4.6
2.7
3.6
4.8
4.4
4.0

Regional commuter hubs seem to show cyclic pricing behaviour as commuters can easily purchase
fuel elsewhere along their commute at a cheaper price. These towns need to be more in sync with
Melbourne pricing to maintain relevance in their locality, despite this they have a tendency to be over
the long term more expensive than Melbourne.

Figure 3. Location of regional towns exhibiting cyclic fuel pricing relative to major arterials

Whilst Geelong is technically a regional city it is substantial both geographically and in population,
more like Melbourne. Furthermore it houses universities and some larger organisations. In line with
this a substantial number of retail sites of varying brands and competitiveness are present which
results in a fuel price cycle existing, and it is one which follows the Melbourne cycle. Despite cyclic
behaviour Geelong is was still observed to be 0.6 cpl more expensive than Melbourne over FY16/17.
Located along major arterial, the Hume Highway, Seymour is located approximately 1 hour and 15
minutes from Melbourne via car or train [1]. Seymour has just 5 retail sites in town, though it is located
close to the Puckapunyal Army Base, and a major rest stop service station along the Highway.
Seymour shows cyclic pricing behaviour that follows closely to that of the Melbourne cycle, though
in many cases the peak price is greater than Melbourne and discounting appears to be slower at
times. This results in an average price for Seymour that was 1.5 cpl greater than Melbourne during
FY16/17.
Further south along the Hume Highway and approximately 45 minutes to Melbourne by car or train
[2], Wallan has been observed to possess cyclic pricing behaviour. There are just four petrol stations
in town despite a population of approximately 12,000 [2]. Like Seymour a major rest stop is located
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just outside Wallan on the Hume Highway. The amplitude of price variations for the Wallan cycle is
much smaller than Melbourne despite following a very similar timeline, the resulting average price of
Wallan is 1.2 cpl greater than Melbourne for FY16/17.
Isolated from Melbourne along the Hume Highway and with just six retail sites, Wangaratta appears
to be subject to competitive pressure from the Albury/Wodonga area and exhibits a form of cyclic
behaviour. In this case the amplitude of variations is considerably lower than that of the Melbourne
cycle. Between the 1st February 2017 and 1st of August 2017 the average peak to trough variation
for Wangaratta was 5.2 cpl compared to peak to trough variations of 20.5 cpl for Melbourne. These
variations occur at higher prices which results in an average price which was 4.4 cpl more expensive
than Melbourne during FY16/17.
Where there is a more noticeable competitive requirement to retailers they tend to adopt strategies
which result in cyclic behaviour. It is possible that this competitive pressure could be placed upon
retailers through more available pricing information requirements which empowers the Victorian
motorist to easily find the cheapest fuel.
The South Gippsland Highway connects Phillip Island to Melbourne and the Mornington Peninsula.
At the midpoint Koo Wee Rup has two sites in town, and two sites along the Highway. The South
Gippsland Highway draws much traffic and is reasonably close to the South East suburbs of
Melbourne. Thus, the major rest stops feel enough competitive pressure to follow a discounting
strategy This may also be influenced by the tendency of a South Gippsland Highway traveller to be
in a more competitive area at some point in their journey, however Koo Wee Rup is still priced
marginally higher than Melbourne by 0.4 cpl.

3.1.3 Towns with lower average petrol price than Melbourne

Figure 4. Location of regional towns with lower average petrol price than Melbourne
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Figure 5. Gross indicative retail margins of towns cheaper than Melbourne

For the last three financial years Bairnsdale has been cheaper than Melbourne’s average prices.
More recently in FY16/17 it was 3.4 cpl cheaper than the Melbourne average. Bairnsdale highlights
the seemingly random pricing behaviour of regional areas. There are no clear indicators as to why it
would be priced considerably cheaper than Melbourne with just 8 retail sites and a population of
approximately 13,240 [3]. Interestingly at around 70 kilometres away, Sale was 7.0 cpl cheaper than
Bairnsdale during FY16/17.

Figure 6. Ballarat pricing YTD17 (cpl)
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Ballarat pricing in 2017 has been observed to not follow Melbourne cyclic patterns nor shown a
close relationship with wholesale pricing. Pricing patterns seem very irregular however this has
resulted in a lower average price when compared to Melbourne for FY16/17, by 1.8 cpl. The
competitive pricing of Ballarat is not surprising as it is a major town centre situated on a major
arterial road. Furthermore, Ballarat has a substantial population of nearly 100,000 [3]
complimented by two universities which attracts an extremely price sensitive consumer
demographic.

3.2 Diesel prices

Figure 7. Towns with average diesel prices significantly greater than Melbourne, FY16/17

Town
Benalla
Bendigo
Cobram
Colac
Corryong
Horsham
Kyabram

Price
Difference to Melbourne
129.4
6.3
125.1
2.1
126.0
3.0
127.2
4.2
137.5
14.5
126.0
3.0
127.7
4.7

Town
Mildura
Moe
Sale
Seymour
Swan Hill
Wangaratta
Yarrawonga

Price
Difference to Melbourne
125.9
2.9
139.6
16.6
129.6
6.5
128.1
5.1
127.0
4.0
126.2
3.1
130.5
7.4

Table 2. Towns with diesel prices clearly above Melbourne average price, FY16/17

On average diesel in regional Victoria has been 2.5 cpl more expensive than the Melbourne average
of 123.0 cpl over financial year 2016/17. Different to petrol, diesel fuels do not exhibit cycling
behaviour in Melbourne or regional Victoria. Pricing tends to be relatively static with small changes
following wholesale price trends.
Corryong and Moe are significantly inflated, where they are 14.5 and 16.6 cpl more expensive than
Melbourne respectively. It is unclear as to why there would be such a large price differential for these
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towns. Other towns with more substantial price differentials to Melbourne include Benalla, Kyabram,
Sale and Seymour and Yarrawonga.
Petrol pricing in Bairnsdale is quite cheap relative to Melbourne, being 5.2 cpl cheaper at just 117.8
cpl. Nearby Sale is oddly priced 11.7 cpl above Bairnsdale.

3.3 LPG prices

Figure 8. Towns with average LPG prices significantly greater than Melbourne, FY16/17

Town
Benalla
Cobram
Colac
Echuca
Horsham
Leongatha

Price
Difference to Melbourne
73.7
10.7
72.6
9.6
69.9
6.9
71.3
8.2
72.1
9.1
71.6
8.6

Town
Mildura
Portland
Shepparton
Swan Hill
Wallan
Yarrawonga

Price
Difference to Melbourne
76.9
13.9
71.6
8.6
69.9
6.9
70.5
7.4
71.8
8.8
75.9
12.9

Table 3. Towns with LPG prices clearly above Melbourne average price, FY16/17

LPG prices in general are substantially higher than that of Melbourne. The FY16/17 average price
for LPG in Melbourne was 63.0 cpl, compared to a regional average of 69.6 cpl. Regional Victorians
are forced to pay 10.5% more on LPG fuel. On top of this average price there are some regional
towns with even greater price disparities to Melbourne.
In July 2017, we asked RACV members and Victorian motorists to answer a brief survey outlining
their fuel buying tendencies and views on the industry, receiving 1088 responses. This survey
showed that just 5.4% of regional motorists use LPG as their primary fuel type. Given the lower
population in regional areas it would mean significantly less LPG turnover and require higher prices
to cover overheads and make a profit. Though even with the lower turnover it may not be justifiable
to the extent of price increases relative to Melbourne.
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4.

FUEL PRICE COMPARISON TOOLS

4.1 The Current Situation in Victoria
In December 2015, the ACCC reached a conclusion to its investigation into Informed Sources and
several fuel retailers that resulted in undertakings between the ACCC and each party. These
undertakings force Informed Sources to make the data provided by subscribers to be made public.
This has not succeeded in improving the level of information for motorists.
The ACCC Undertakings mandate the contribution of price data by 7-Eleven, Caltex, BP and
Woolworths to the Informed Sources service. They don’t include Coles Express, United or many
independent retailers. The undertakings also fail to capture non-company-owned sites like BP AA,
who operate many of the larger roadhouse style service stations on freeways.
The information that we have suggests that there are almost 700 sites in the Greater Melbourne area
yet, after recent changes to our Informed Sources subscription, RACV is only receiving price
information for around 400 of them.

4.1.1 RACV Website
RACV updated its fuel pricing website late last year in line with the restrictions placed on us by
Informed Sources and supported by the ACCC undertakings. This prevents the website from
showing site level prices with a higher level of specificity than a 5 cpl price band. That is, sites are
shown with a range of prices that they may fall within. This is the same situation for other companies
which wish to display this online, such as the Motormouth and Compare the Market websites.
Petrol stations are highlighted by coloured bubbles, when there are multiple petrol stations close to
each other they are clustered and the bubble colour changes to represent the average of the sites,
expanding the map will separate the clustered bubbles. Petrol station prices are updated every 15
minutes with the most recent information available to Informed Sources. The RACV website has
pricing information for ULP91, PULP95, PULP98, diesel, premium diesel, E10 and LPG.
In addition to the interactive map where users identify which price band a site falls within, the website
has a section displaying the highest, lowest and average price of the day. A “Don’t buy more than”
price is shown which is derived from the 25th percentile low price of the market distribution. Additional
graphics show which direction the price is trending from the previous day, and a “should I buy?”
indicator.
Beneath the map is a historical fuel price chart. This defaults to one month of historical retail and
wholesale pricing however the user can select to view 7 days instead.

4.1.2 RACV Mobile App
RACV has built an app with fuel price information which displays exact prices via this medium.
However, the data is subject to the limitations outlined, and shares the same issue as the website
where the primary data feed only contains pricing from retailers who have subscribed to the Informed
Sources service.
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Primary Data Feed
The data feed for the app is provided by Intelematics through a contract
with Informed Sources. A restriction imposed by Informed Sources on site
level data requires that any user who wishes to obtain site specific pricing
must enter a mobile phone number and submit requests to view retailer
prices. Upon submitting a price request (this is done by tapping on a
retailer on the map) the user’s mobile number is tracked as to how many
sites have been viewed. Each user is limited to 30 price requests per week
irrespective of what application they are using. For example, if they use
the RACV app to perform 12 price requests and then load the Motormouth
app they will have 18 remaining requests. The Motormouth app is the only
app that we are currently aware of that is using this data.
Crowd Sourced Data
Version 1.1 update of the RACV App will include a crowd sourcing data
feed. This data feed will be separated from the primary data feed, in that
users will not accumulate site level price check tokens for viewing sites
with crowd sourced data. Crowd sourcing data is restricted to members to
assist in ensuring data reliability, and cannot be submitted for stations
which are covered in the Intelematics/ISA feed.
Figure 9. RACV fuel app
Crowd sourced prices are logged against a member number, members
who are identified as consistently submitting incorrect prices then can be
blocked from crowdsourcing data. Furthermore, by linking members to crowd sourced data it is
possible to introduce a rewards program for being a reliable source of fuel price information.

4.2 Interstate
4.2.1 NSW FuelCheck
The FuelCheck service developed by the NSW Government and launched in August requires all fuel
retailers to log any price changes at the time of the change. This means that the Government run
website has the current price for almost every service station in the state. Since its inception,
FuelCheck is reported to have reached over 2 million hits with approximately 13,000 users logging
on each day to make use of the service [5].
When the NSW Government launched FuelCheck, NRMA produced an app to provide an alternate
method for its members to access the data. This app has had more than 100,000 downloads and
continues to receive 14,000 daily views. The NRMA website fuel home page has had almost 500,000
views in this time. It is clear that Motorists are keen to access this information.
NRMA are also reporting that the average price at the peak of the cycle is around 2.5cpl lower than
it was prior to FuelCheck. This could be due to increased competition but it may also be a result of
the fact that the system is now collecting prices for cheaper service stations – information that
otherwise wouldn’t be available to consumers. Regardless of the reason, this is a win for motorists.
The number of Sydney sites for which NRMA received data increased by more than 50% with the
introduction of FuelCheck.
Some screenshots of the FuelCheck website are attached in Appendix A. The website can be found
at fuelcheck.nsw.gov.au.
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4.2.2 WA FuelWatch
The Western Australian Government also has fuel price service that enables motorists to find the
price of fuel at most retail sites. However, the WA FuelWatch service has an additional requirement
that each day retailers must log their prices for the following day and then not alter it for a 24-hour
period. This requirement has seen the Perth market become more restricted and less competitive
than other capital cities in Australia. The WA FuelWatch system has not made it the cheapest for
fuel, but simply placed it at the midpoint of the five largest cities relative to Gross Indicative Retail
Margins [3]. RACV does not support this requirement.

4.2.3 Northern Territory
The Northern Territory government is currently in the process of implementing a mandatory fuel price
reporting scheme which is identical to NSW FuelCheck. This system will be available via website
and mobile application and will be fully operational as of 1 November, 2017 [6].

4.2.4 Remaining States
The Queensland and South Australian based motoring clubs are currently providing data to members
via Informed Sources at a reduced capacity because of the ACCC undertaking. RACQ allows users
to search by postcode, identifying a handful of the cheapest nearby retailers and which price band
they fall within, along with the average price for the postcode. RAA website functionality has been
significantly reduced now only showing average ULP, diesel and LPG price for a selection of regional
towns. They are both also in the process of developing proposals to their respective Governments
to adopt the NSW FuelCheck system.
Motoring clubs in Tasmania and Northern Territory found the cost increases from Informed Sources
under the new arrangements to be prohibitive and no longer provide fuel price information to their
members.

4.2.5 GasBuddy
GasBuddy is another fuel price information application now available in Victoria and Australia.
Primary data source is from real time crowd sourcing. Relies on users providing accurate information
and submitting prices when they see them. Some pricing data is obtained through commercial fleet
card partnerships, publicly provided government sources and service stations submitting to
GasBuddy themselves.
GasBuddy is picking up traction in Victoria and pricing is becoming more frequently up to date,
however there still are cases where pricing can go days at a time without an update as there is no
mandatory reporting of fuel prices. Appendix D demonstrates a location where fuel price has not
been updated in over a day.

5.

WHAT DOES RACV WANT?

RACV urges the Victorian Government to follow the lead of the NSW Government and adopt the
FuelCheck system, to improve fuel price transparency for motorists. Such a high level of fuel price
data will enable motorists across the state to make informed decisions about when and where to
purchase fuel. This will lead to a greater level of competition in the fuel market which will in turn result
in reduced costs for motorists.

5.1 Survey
In 2016 RACV conducted a survey on fuel price information and received 975 responses. A full set
of summary results is attached with some highlights listed below.
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• 84% of respondents strongly agree that the Victorian Government should adopt the NSW
FuelCheck system, a further 13% agree
• 77% of respondents believe that it is unfair that retailers subscribing to the Informed Sources
service can view an unlimited number of fuel prices but motorists are restricted.
• 77% of respondents believe that they will not be able to find the cheapest fuel if they are only able
to see banded price information on the RACV website. However, 89% of respondents believe that
if exact fuel prices were shown on the RACV website, rather than banded prices, they would be
able to save more money.
• 91% of respondents believe that it is either important or very important that an RACV smartphone
app includes fuel prices for all service stations so that the cheapest prices in the market can be
viewed.
• 32% of respondents would drive more if they were relying on fuel price boards only and could
only find the cheapest fuel by driving around
A selection of comments from the survey is listed below:
“I can’t believe Vic is going backwards on fuel pricing transparency while NSW government has
produced the ultimate competitive fuel pricing tool. Not happy Jan. Any tool/app/website must
include all stations otherwise it’s useless. Good luck”
“The fuel industry should not be "afraid" to publicize info on fuel prices if they are fair to the
community. Transparency should be key to providing service.”
“Please bring back the comparison pricing by fuel station”
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Appendix A

RACV Melbourne fuel price region

The table below lists the local government areas (LGAs) in which are used to define the RACV
Metropolitan Melbourne region. LGA style C and S refer to City and Shire respectively, as indicated
in brackets
Banyule (C)
Maroondah (C)
Bayside (C)
Melbourne (C)
Boroondara (C)
Melton (S)
Brimbank (C)
Monash (C)
Cardinia (S)
Moonee Valley (C)
Casey (C)
Moreland (C)
Darebin (C)
Mornington Peninsula (S)
Frankston (C)
Nillumbik (S)
Glen Eira (C)
Port Phillip (C)
Greater Dandenong (C) Stonnington (C)
Hobsons Bay (C)
Whitehorse (C)
Hume (C)
Whittlesea (C)
Kingston (C)
Wyndham (C)
Knox (C)
Yarra (C)
Manningham (C)
Yarra Ranges (S)
Maribyrnong (C)
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Appendix B

NSW Fuel Check

NSW Government FuelCheck Website

A selection of FuelCheck prices for Sydney
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Appendix C

RACV Fuel Website
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Appendix D

GasBuddy Screenshots
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