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Supermarket Pricing Tactics

Major supermarket chains regularly churn out and advertise a
dazzling array of promotional packages and price discounts.

But are consumers really benefitting from this seemingly perpetual
price competition between the two biggest supermarket chains — ParknShop
and Wellcome — in the market?

The truth is that, in some cases, they are not what they appear to be
but mere promotional sale tactics to lure customers into buying — and buying
more.

The revelation was borne out in an analysis of the Consumer Council
based on its daily surveillance of online prices of the two supermarket chains
on 288 items over a 5-month period between October 2008 and February
20009.

(Prices of these 288 items were available and monitored throughout
the entire study period).

The analysis cited, as an example, the case of the price movement of
a popular brand of canned beer 330ml in a promotion.

On November 14, both supermarket chains raised the unit price of the
item from $5.9 to $6.1, and again on November 15, to $6.5 bringing the
increase to a total of $0.6 or 10.2% within a brief span of two days.

Having raised the price in rapid succession, later on the same day
(November 15), one of the chains offered a promotional package priced at
$12.3 for 2. This was matched by the other chain the following day.

It transpired that, however, the promotional unit price of $6.15 (at
$12.3 for 2) was actually $0.25 ($6.15 — $5.9) or 4.2% higher than the
individual selling price prior to the price escalation immediately before the
promotion.

Consumers lured to the promotion had not only purchased more of
the item but also paid a higher cost.

In this case, the consumers would have been better off had they
made the purchase before the promotion. Or, indeed, as observed in the



study, after the promotion.

Using the same example of the canned beer, it was shown that, on 19
December, both supermarket chains simultaneously adjusted the price to $6.1
each, down from the promotional package price of $12.3 for 2 ($6.15 each),
thus a reduction of $0.05 after the promotion.

This similar pattern of pricing tactic was observed in some other
commodities of the 288 items under study — by first raising the unit price, then
offering purportedly promotional packages such as “the more you buy the

more you get for free”, “buy one get one free”, “$1 more to get one item more”
etc.

The study found a total of 79 occasions, for the 288 items in the 21
weeks covered by the study period, in which consumers could be lured into
buying more and paying more — for 38 occasions compared to prices before
the promotion and 41 occasions after the promotion.

It is not unusual that in order to capture their market share,
businesses would take reference of the prices of their competitors in marking
their own.

This would inevitably lead to the same products at different shops
being priced at almost the same levels.

The analysis also examined the prevalence of this practice of “price
copy” — identical price marking — for 375 items simultaneously sold by the two
supermarket chains over the study period.

The study cited, as an example, the case of a 12-pack canned beer
330ml.

On October 11, both supermarket chains were observed to reduce in
unison their online price of this item from $37 to $35.8. But on October 17,
both raised the price to their pre-promotional level of $37. Very similar price
movements between the two chains were observed for the item throughout
the study period.

“Price copying” was found in a total of 55 items out of the 375 items in
10 product categories throughout the entire study period at the two chains.

It was most common (50%) in the bread/cake category — 5 out 10
items. The least common (0%) was in the household products/toilet rolls
category, followed by the staple food category (6.7%) — 2 out of 30.

Overall, 14.7% of the items under study were observed to “price copy”
each other. There still exist, therefore, plenty of products with price



differences in the marketplace which consumers can take advantage of by
price comparison to achieve savings.

Supermarkets regularly advertise large sale on Friday. Does that
indicate supermarket goods are cheaper on Friday? Or vice versa?

According to the study, out of the 288 items analysed, 207 (71.9%)
were, in fact, found to be most expensive on Friday (based on the average
price of the same item every Friday for 21 weeks) in one major supermarket
chain. The other chain, by comparison, had 158 items (54.9%).

Contrary to common belief, the study found the same 288 items had
their lowest average prices mostly on Thursday — 151 items (52.4%) in one
chain, and 137 items (47.6%) in the other chain.

Consumers shopping on Thursday may probably stand a better
chance of price savings in these two supermarket chains.

Annual Supermarket Price Survey

The vast majority (75%) of some of the top-selling items in the major
supermarket chains had their prices increased ranging from 0.8% to 77.2%
last year.

Overall, the aggregate average price increase of a basket of 200
items comprising predominantly daily food and necessities was 12.6%.

This was indicated in the annual supermarket price survey of the
Consumer Council on the three supermarket chains of CRVanguard,
ParknShop and Wellcome, in a year of inflation and economic downturn.

The annual survey was based on the actual scan data of 200 most
commonly carried items in these chains to analyse the price trend of 2008 in
comparison to 2007.

Consumers were hard hit in their pocket last year which saw soaring
prices in many basic food commodities.

According to the annual survey, all but one of 12 categories recorded
an upward price trend ranging from 2.5% to 34.9% in aggregate average.

Staple food and canned food/prepackaged soup, the two categories
with probably the most impact on the widest section of consumers,
unfortunately, were the worst hit with the highest increase of 34.9% and 21.9%
respectively.



But good news to consumers of alcohol. Alcoholic drinks was the
only single category that reversed the trend by registering a price decrease of
8.3%.

For a more detailed analysis, the categories were broken down into a
total of 39 product groups.

The annual survey showed that all but 6 of the product groups
recorded price increases of an aggregate average ranging from 0.3% to
36.7%.

Edible oils topped the list with the biggest aggregate average price
increase of 36.7%. A corn oil product in this product group rose by a hefty
77.2%.

This was followed closely by the product groups of canned meat (35%)
and packaged rice (32.6%).

Other notable increases were recorded in mostly foodstuffs: canned
fish (24.3%), instant coffee (19.5%), instant noodles (16.8%), frozen food
(13.1%), prepackaged cake (12.9%), cheese (12.2%), milk powder (11.7%),
toothpaste (11.6%), yoghurt/yoghurt drinks (11.1%), and biscuit (11.1%).

Among the 5 product groups that went down in price were: wine

(-9.7%) and beer (-5.1%). The one group that remained unchanged in price
went to: ladies sanitary protection products.

Foldable Bikes

Imagine a foldable bike that can be stored inside in the security of the
home, or the trunk of the car.

But security from theft is one thing, security from bodily injuries from
riding a foldable bike is quite another.

That is the chief concern and the focus of a Consumer Council test on
11 foldable bikes varying in wheel diameters from 20 inches (4 samples), 16
inches (6 samples), and 6 inches (1 sample).

The samples also varied vastly in weight from 5.8 kg to 14.3 kg, and
in price from $670 to $9,300.

Foldable bikes are designed, with more hinges and joints than the
traditional types, so as to allow folding and adjustment.

Most samples use the conventional folding mechanism, with the hinge
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at the centre of the frame to fold the front and rear wheels together. 2
samples use a different folding mechanism: the frame is in triangular shape
with the hinge at the top to fold the front and rear supporting tubes together.

With all those hinges and joints, could a foldable bike still remain
safely secured and sustain the load during riding, particularly if the cyclist is
heavy and the road rough and bumpy?

In the test, the bikes were put through a series of stringent tests to
assess their safety performance, including saddle compression and axial
compression tests, vibration test and braking test.

The compression tests were carried out to simulate the load during
riding and to verify if the foldable bikes could withstand the load.

The vibration test sought to verify if the different connection parts of
the foldable bikes could remain safely secured after vibration in simulated
actual riding conditions.

The results showed that all foldable bikes performed well in both the
compression and vibration tests, without any damage and all connection parts
remained intact and secured after testing.

In addition, all samples were found to give satisfactory braking
performance in both dry and wet conditions.

As all samples passed these performance tests, the bikes were
assessed overall on their design, quality and ease of use.

On ease of use which involved a user test to check how easy a
foldable bike is to use in respect of riding, handling, carrying, folding/unfolding,
it was found that the sample with 6-inch wheels is much easier to handle and
carry.

However, because of its very small wheels, it is not sufficiently stable
when riding on rough surface especially for heavy cyclist.

For folding and unfolding, the results were generally satisfactory with
no significant differences among the samples.

The samples were rated on the basis of their design and quality (40%)
and ease of use (60%). The top performers with 4 points on a scale of 5
went to 5 samples ranging in price from $4,600 to $9,300.

The cheapest model priced at $670 at 3.5 points was just 2 point
behind these 5 top performers. The lowest score of 2 points went to the
sample with 6-inch wheels.



For details, consumers can refer to the test report in this April issue of
CHOICE.

Toothbrush and Mouthwash

Is it necessary to use mouthwash to maintain oral health?

The answer is not quite. But what you do need is a good toothbrush,
as well as its correct and consistent application, to effectively remove dental
plaque.

Additionally, clean the adjacent tooth surfaces by flossing.

Included in this April issue of CHOICE is a comprehensive report on
two basic products to keep your mouth clean and healthy — the humble but
indispensable toothbrush, and the ever refreshing mouthwash.

The report stressed that there is no better alternative to good oral
health but to brush your teeth thoroughly every day in the morning and before
bed, and clean the adjacent tooth surfaces by flossing.

So what makes a good toothbrush? Essentially, a toothbrush head
should be small for easy access to all areas of the mouth, teeth and gum, and
preferably with soft bristles.

And when its bristles become splayed and frayed, change to a new
one. Not only are old toothbrushes ineffective, they may harbour harmful
bacteria that can cause infection such as gingivitis and periodontitis.

In any case, it is recommended to change toothbrushes every three to
four months.

For interdental (between the teeth) cleaning, there are available in the
market a number of aids such as dental floss and interdental brush.

Dental floss may or may not be waxed and is gentle on teeth and gum.
Interdental brush comes in various sizes to suit the spaces between the teeth.
Both options are preferable to toothpicks.

For most people, brushing thoroughly with fluoride toothpaste twice
daily and flossing will suffice to maintain oral health.

In general, there is little or no need to use mouth rinse which people
often use to help freshen their breath.

Some mouthwashes may contain anti-bacterial ingredients to help



reduce gum disease and control plaque.

Mouthwash products that contain chlorhexidine are particularly
effective in treating gum infections and maintenance of oral hygiene of people
after oral surgery.

Products with chlorhexidine must be used in moderation and not over
a prolonged period of time as they can cause staining though this can be
removed by a dentist or a dental hygienist.

Users are advised to consult their dentist before use and follow the
manufacturers’ instructions at all times.

Parents are reminded to keep mouthwash products away from
children to prevent accidental ingestion. The products may contain alcohol,
are usually in attractive colours, and may not always have child resistant caps.

Further, do not rinse, eat or smoke for 30 minutes after using
mouthwash to keep its effects in full. More advice to maintain good oral
health:

Thoroughly clean the teeth.

Establish good dietary habits. Reduce the intake of sugars, and
avoid taking acidic food and beverages.

Have regular dental check-up.

Do not smoke.

Internet Security Software

Internet hacking is ever on the rise and becoming more devious.

Sensible choice and application of internet security software can go a
long way for your protection.

The Consumer Council in a joint test with the ICRT (International
Consumer Research and Testing) has evaluated a total of 3 computer
operating system, 3 anti-virus software (freeware that can be downloaded
from the homepage of software developers) and 15 internet security suites.

The test covered: protection performance (60%), ease of use (25%),
management and resources (10%), installation and uninstallation (5%). Used
in the protection performance test were various viruses or malware such as
trojan horse, worms and macro.
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7 of the 15 internet security suites included in the test claimed to
include all 7 main functions: anti-malware, firewall, anti-spyware, anti-phishing,
anti-dialer, parental control and anti-spam. All these are major potential
problems with internet hacking.

The suites were rated on a scale of 5. None scored the full 5-point
rating in overall performance, though one was awarded 5 points for its
performance test on firewall.

The top 3 performers were awarded 4 points, while 4 others received
only 2.5 points.

Consumers should take note that usage of computer resources (e.g.
memory and hard disk space) differs from software to software.

As some software may occupy a large proportion of system resources
during operation, they should be aware of the system requirement of different
software before purchase.

For instance, the space used by the software on the hard disk varies
vastly from 39 MB to 380 MB; and on memory from 11 MB to 93 MB.

Other tips in purchase of internet security suites:

- In general, they range in price from $312 (with 1 user) to $802 (with 3
users)

- Many suites provide multiple-users version of either 2, 3, 5 or 10
users.

- Some anti-virus software are freeware which can be used free of
charge.

CHOICE magazine IS now also available online (at
http://choice.yp.com.hk) and via fixed-line and mobile services of PCCW.

Chairing the press conference today (April 15) on the publication of
CHOICE issue number 390 is Mr. Ambrose HO, Chairman of Publicity and
Community Relations Committee of the Consumer Council.

Members from the media who are invited by this Council to the Press
Conference may quote the content of this Press Statement.

The Consumer Council reserves all its right (including copyright) in
respect of CHOICE Magazine and Online CHOICE
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(http://choice.yp.com.hk).

Issued by
Consumer Council
15 April 2009
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