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Uniform Pricing and Competitive
Mechanism: A Study of Liquefied

Petroleum Gas Industry
Chuen-Fa Chuang ™

Abstract

Direct control of government and competitive mechanism induced by market power are
two common conduits to regulate industries. In the early phase, the supply and dealer system of
liquefied petroleum gas (LPG) indusiry belonged to a monopolistic structure, which indeed
brought about several limitations for market mechanism while resulted in disadvantage of
economic efficiency. Hence, the government’s regulation is not only plausible but necessary.
The supplementary measures of profit restraint to the LPG dealers and of territory limitation to
final price implemented by government prevented serious damapes for customers’ interest.
Since the deregulation of LPG market, the administration ignored the necessary of the
supplementary measures. Illegal LPG bottling factories and distributors were emerged and led
to undercutting behavior in the market. Then, the upstream and downstream industries
continuously violated the Fair Trade Law, The most server punishment almost made the LPG
industry become the large supporter of Fair Trade Commission.

It can be found by reviewing the two regulating policies that due to the deficiency of
proper supplementary measures government uses market mechanism to substitute the original
control policy would cause many sequelas for LPG market. For instances, security problems
might be induced by the events that the LPG steel cylinders are not checked as scheduled,
uncontrollable behavior of market tfrading induced by the emergence of illegal LPG bottling

" Proffessor, Department of Finance, Jinwin University of Science and Technology.

Corresponding Author. Email: cfchuang@just.edu.tw.

(43)



-136- M —7EE) S TPl R — SRR LR mRERN R

factories and distributors would directly or indirectly stimulate the happening of collusion.
Furthermore, the administration also disregarded the importance of reeducation for the people
who works in the related industries. The result refers to that when regulating with market
mechanism mapy firms would not accommodate new rule easily and violate the Fair Trade
Law frequently. The large amount of accumulated forfeit made deep impression for people.
Gauging the two regulation systems of the LPG market, the social cost of the ‘competitive
mechanism’ is relatively not cheaper than the ‘uniform pricing’. Accordingly, there is the room
to rethink the question that which mechanism is more adequate for managing the LPG industry
from the viewpoint of public policy.

Keywords: Uniform Pricing, Competitive Mechanism, Sucess Monopoly, Control Preing,
Cartel,
JEL Classification: .78, 1.95, 1L98
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