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LIQUEFIED PETROLEUM GAS (LPG) MARKET INQUIRY COMPLETED: 

COMPETITION COMMISSION RELEASES FINDINGS AND RECOMMENDATIONS 
 

The Competition Commission has concluded the inquiry into the state of competition in the Liquefied 
Petroleum Gas (“LPG”) market and has handed over the report to the Minister of Economic Development, 
Mr Ebrahim Patel, as required in terms of the provisions of the Competition Act. 

 
The Commission is empowered to initiate a market inquiry if it has reason to believe that any feature or 
combination of features of a market for any goods or services prevents, distorts or restricts competition 
within that market. 

 
In August 2014, the Commission initiated a market inquiry into the LPG sector after it observed certain 
features of the sector that prevented, distorted or restricted competition. Part of the features identified as 
a cause for concern in this sector were concentration of the market structure, high switching costs, the 
regulatory environment and its impact on competition, as well as the limited usage of LPG at the household 
level. 

 
The Commission has concluded the following features prevent, restrict and distort competition, among 
others:  
a) The overlapping and misaligned regulatory environment that (1) hinders the ability of competitors to 

enter and/or expand in the market; and (2) the speedy investment into import, loading and storage 
facilities. 

b) The dialogue between market participants on setting uniform deposit fees. 
c) The widespread practice of long-term contracts and agreements favouring incumbent LPG wholesalers 

over LPG wholesalers with short-term contracts, or LPG wholesalers who rely on the spot market to 
receive their supply of LPG from refineries.  

d) The restrictions on bulk customers’ ability to switch seamlessly due to barriers incumbent LPG 
wholesalers put in place. 

  
Based on the findings, the Commission has made recommendations to introduce new measures to 
improve competition in the LPG sector to be implemented between 2017 and 2019. The successful 
implementation of these measures by the identified stakeholders is essential for an efficient and 
competitive LPG sector.  

 
 

[ENDS] 
 

Issued by:  
Sipho Ngwema, Head of Communications 
On behalf of: The Competition Commission of South Africa 
Tel: 012 394 3493 / 078 048 1213 / 081 253 8889 
Email: SiphoN@compcom.co.za 
The Commission has released the following findings and recommendations: 
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  SUMMARY OF FINDINGS AND RECOMMENDATIONS 
 

1. CONCENTRATION AND OWNERSHIP 
 

 There are only five refineries currently producing LPG in South Africa.  

 At a wholesale level, the market is highly concentrated with four large wholesalers 
accounting for 90% of the market share.  

 Increased market concentration among wholesalers fosters an environment conducive for 
coordination.  

 New entrants and small existing firms must overcome high barriers to entry in the wholesale 
markets. 

 
Recommendation: Commission to monitor this market as the structure is conducive for collusive 
behaviour. 

 
2. REGULATORY ENVIRONMENT: NON-PRICE 

 

 Overlap in mandates and misaligned regulatory incentives create uncertainty among market 
participants.  

 This overlap causes barriers to entry by delaying much needed investment (import, loading and 
storage facilities) into this sector.  

 Several regulators involved in infrastructure licensing have overlapping jurisdictions. This could 
lead to projects being stalled.  

 
Recommendations: National Energy Regulator South Africa (NERSA) and Transnet National Ports 
Authority (TNPA) adjudication process should be aligned. There should also be sequencing of legal 
processes. In addition, NERSA must be the regulator responsible for issuing wholesale licensing and 
monitoring thereof. 

 
3. REGULATORY ENVIRONMENT: PRICING 

 

 Limited evidence of effective monitoring and enforcement of regulated prices, resulting in 
pricing abuse by market participants. 

 The lack of incentives by refineries impacts negatively on the security of supply for LPG.  

 The driving factor behind the high cost of imported products relates to logistics. 
 

Recommendations: NERSA must undertake pricing and the monitoring of Maximum Refinery Gate Price 
(MRGP and Maximum Retail Price (MRP). Prioritise import efficiency and optimisation to ensure large 
parcels of LPG can be imported. In addition, Department of Energy to conduct a study on price 
deregulation once import facilities under construction come on stream. 

  
4. LIMITED DOMESTIC SUPPLY 

 

 Production of LPG in South Africa is limited and imports are used to fill in the gaps in supply.  

 The current import infrastructure is inadequate and has stifled the uptake of LPG.  

 NERSA and TNPA’s overlapping jurisdictions cause obstacles for approvals for construction of 
import and storage facilities at ports. 

 
Recommendation: A review of the regulatory frameworks applicable to the construction of LPG import 
and storage facilities at ports as outlined in legislation, including the Petroleum Pipelines Act and National 
Ports Act. 

 
5. LONG-TERM SUPPLY AGREEMENTS 

 

 Refineries prefer long-term supply agreements, with 82% of LPG sold through long term 
contracts. 

 Some long term supply agreements contain provisions for discounts up to 10%. 
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 Smaller wholesalers do not benefit from price discounts and are unable to attain economies of 
scale. 

 
Recommendations: Smaller wholesalers must get preferential access to 10% of LPG volume. Contracts 
to be limited to 10 years and all automatic renewal clauses to be abolished. 

 
6. COORDINATED BEHAVIOUR 

 

 DoE, as a regulatory authority, has not reviewed cylinder deposits fee, in terms of MRP Working 
Rules, since 2010. 

 The Commission has reason to believe that collusion in cylinder deposits has taken place and 
the conduct is likely to be continuing.     

 
Recommendations: NERSA, rather than DoE, should be responsible for the determination of the deposit 
fees and se subsequent annual reviews. 

 
7. SALE OF LPG THROUGH CYLINDERS 

 

 The cylinder exchange practice acts as a potential barrier to entry into the cylinder market as it 
is governed through bilateral agreements and participation by new entrants has been difficult.  

 Smaller wholesalers face barriers to participate in cylinder exchange.  
 

Recommendation: The cylinder exchange practice should be more inclusive and no wholesaler should 
unreasonably be denied to enter into bilateral arrangements to facilitate cylinder exchange.  

  
 

8. HIGH COST OF SWITCHING FOR BULK LPG 
 

 Switching is limited by the reluctance of incumbent wholesalers to sell equipment to incoming 
wholesalers. Differences in valuation of the equipment is one of the reasons. 

 Bulk LPG supply agreements are structured in a vague manner with no or limited disclosure of 
equipment ownership during and after the contract term ends.  

 
Recommendations: NERSA’s mandate must be expanded to include dispute resolution relating to 
interpretation and application of valuation methodology of LPG equipment. NERSA to develop and publish 
a bulk LPG equipment installation valuation methodology. NERSA also to adjudicate on disputes in the 
valuation of bulk equipment and installations leading to switching impediments. 


