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ABSTRACT

With the proliferation of air pollution in the Seoul metropolitan area since the 2000s and the emergence of fine dust as

a salient social issue around 2018, the Korean government has explored a range of policy options to promote the use of

liquefied petroleum gas (LPG). Against this backdrop, this paper analyzes the LPG market from the viewpoint of economic

regulation, examining the various policy instruments that have been adopted by the government over time. Specifically, under

current legislation, LPG is categorized not only by its physical characteristics but also by market demand. Accordingly, butane

is used for transportation, while propane is used for household purposes. Price controls on both types of gas were maintained

until 2001. Further analysis shows that butane, as a cheaper alternative to gasoline, was gradually approved for use as a taxi

fuel and by national merit awardees and people with disabilities, beginning in the 1980s. Subsequently, restrictions on LPG

usage were eased in line with the policy objective of expanding eco-friendly fuels. In contrast, propane lost ground to natural

gas during the 1990s, leading to a shrinking market. More recently, since 2013, the government has expanded small-scale

LPG distribution projects in rural, island, and mountainous regions with poor access to city gas, under the policy goal of

enhancing energy welfare. In conclusion, this study suggests that, given Korea’s nearly three decades of accumulated

experience since the liberalization of LPG prices, this is an appropriate time to reconsider the optimal allocation of roles

between government and market actors.
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Lee and Shim, 2022).
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Fig. 1. Types of government regulation
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Table 1. Sub-types of economic regulation tools

Type Description
Entry Control over the freedom to operate or choose occupations in specific industries or professions (e.g., manufacturing
licenses)
Price Limitation of prices or fees for goods and services to a certain level (e.g., ceiling on pre-sale prices)
Transaction Control over transaction conditions or business methods (e.g., prohibition of blanket subcontracting)
Quality Restrictions on components and standards to ensure product quality (e.g., industrial standard certification)

Note: The main analysis items are highlighted in shading.
Source: Choi (1992, 1993, 2015), Choi and Choi (2012)
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TWHRE S54E ARl tigt EEE 19824 76%E E
ojmd &= 9lglen, 1985d0l= 57T%= HAAE 7153
o} ot AfakE] SAA Hloju =4 7ol ¢
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12) 1994519] 27] AR HEz QAo 41T E Fwo| Q574 AHe] ASHom, F 6339 Ae] AFo] BAHUL. FA| ¥ gL
FEY A[/AA7IE 84 1629 o] ZFE FHo|UTHKwon, 1994).

13) BE 2% 18 ol A Agsiel 342 Ssleb] Aol S U Ao BuAE PRt v I ek ok
NARA A, AE BH 5 BAAE AR o] wAL 712 oA%CHKim, 2001).
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Fig. 2. Trends in domestic LPG demand (Unit: thousand barrels)
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qEH oA golct. 200149] 71H #e3} olHol=
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HH A0
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Fig. 3. Analysis of government regulation in butane gas
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Fig. 4. Analysis of government regulation in propane gas
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Table 2. Economic regulations in the liquefied petroleum gas market

Butane Gas

Propane Gas

- Expansion of support for persons of merit

- Pilot project for small LPG storage tanks (2012)

(2006) - Full-scale deployment of small LPG storage tanks (2014)

- Full deregulation of LPG vehicle
purchases (2018)

- Pilot project for county-level LPG pipeline networks (2016)

- Construction of LPG pipelines in islands and expansion of township-level projects (2022)
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