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ABSTRACT

The factors influencing residential (LPG) demand are investigated in
this article given the fact of rapid development of industrial liberaliza-
tion and the opening of the LPG market in the near future. Empirical
evidence shows that LPG, NG and income are cointegrated in the
observed peiods. The impact of income on LPG is through the short run
dynamic adjustment rather than the long run error correction mechanism
(ECM) effect of NG on LPG. Such a result indicates that Taiwan’s
national residential LPG long-term demand is dominated by the evolu-
tion of NG but not by the income growth rate. Furthermore, biased
estimation will result if we predict Taiwan’s long-term residential LPG
demand by considering the income growth rate only. It is then believed
that private LPG investment misallocation followed by the liberalization
advocated recently will be reduced when the conclusions raised by these
author are considered.
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