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Advocating Best Practice and Competition

in the Marketplace

Bk

WHY THIS IS IMPORTANT

In a marketbased economy such as Hong Kong's, the Consumer
Council has a role to play in ensuring that best practice and
competition in the marketplace bring desired effects of consumer
satisfaction and economic efficiency, thereby benefiting consumer
welfare — with lower prices, more choices and higher quality of

products and services.

WHAT WE HAVE DONE

The Council undertakes research and study on various aspects of
markefplace behaviour with the objective of identifying matters of
concern fo consumers as well as encouraging responsible trade
practices and fair competition. The following major work was

performed during the year under review.

Mandatory provident funds

In light of grave public concern over the mandatory provident
funds [MPF) issues surrounding the implementation of the Employee
Choice Arrangement [ECA), the Council took an inifiafive fo carry

out a study on MPF schemes covering more than 500 investment

funds.

This was the first time that all fund fees and fund performance of
MPF schemes had been produced and released in a consolidated
format to facilitate MPF scheme members comparison of different
scheme choices in preparing for the ECA. The study also
analysed the scope of services and fund choices of various MPF

schemes.

To extend the reach of the study findings, a report was published
in the CHOICE magazine, as well as a MPF database made
available on the Council's website to assist consumers to perform

fund comparison.

After the release of the study report, there was wide media
coverage raising substantial shock in the community that a

sizeable number of MPF funds had recorded negative annualised
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returns for the past five years, and that the high fees might not
necessarily franslafe into high refurns. It was also revealed that
the performance and fees varied significantly from one to another

even for the same type of funds.

On the implementation of the ECA, the Council put forward the
following recommendations for consideration of the Mandatory
Provident Fund Schemes Authority (MPFA):

providing a one-stop information platform;

tightening control over MPF intermediaries’ sales and marketing

activities;

reducing MPF fees;

shortening the transfer processing time; and

working out a timetable for implementing ‘full portability'.

The Council is pleased to nofe that the MPFA has responded
posifively fo the Council's study report and put forward proposals
to the Government to reform the MPF system in a bid fo bring
down MPF fees and fo provide better refirement protection for the

working population of Hong Kong.

Establishment of an Independent
Insurance Authority

The Council responded to a consultation paper on the key
legislative proposals for the establishment of an Independent
Insurance Authority (IIA) in Hong Kong by the Financial Services
and the Treasury Bureau (FSTB).

The Council is glad to note from the proposals that the
Government has taken into account a number of the Council's
views put forward in its previous submission, including a
stopgap damage control measure to suspend licensed insurance

infermediaries from carrying on further damaging acts.

Whilst pledging support of the establishment of the 1A to assume
a direct supervisory role for rendering effective regulation of the
insurance industry, the Council raised a number of concermns for
consideration of the FSTB to protect the interests of policyholders.
These included:

potential conflict of interests arising from industry representation

in the Governing Board of the lIA;

demand for raising eligibility criteria for licensing new

insurance intermediaries;

justification for requiring policyholders to bear the regulatory

costs; and

need for effective supervision of insurance intermediary

activities among financial regulators.
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In principle, there was no justification provided in the consultation

for making policyholders bear most of the regulatory cost of the

[IA.

If, however, it was considered that policyholders should fund the
lIA, it was necessary to make clear to the public that the levy to
be imposed should be allocated fo inifiatives of an educational
nature - to strengthen the capability of policyholders and potential
policyholders to understand the many insurance products

available on the market.

Practice notes on residential properties

Subsequent to the enaciment of the Residential Properties (Firsthand
Sales) Ordinance (the Ordinance) in July 2012, the Transport and
Housing Bureau prepared draft Practice Notes fo facilitate the

implementation of the Ordinance which will come info operation

by end of April 2013

The Council was invited to provide comments on the draft Practice
Notes covering sales brochures, price lists, register of transactions,
sales arrangements, submission of documents to the Sale of First-
hand Residential Properties Authority (SRPA) and the Sales of
First-hand Residential Properties Electronic Platform (SRPE). The
Council's comments were concerned with:

status of the Practice Nofes should be set at higher operating

standards than the minimum requirements under the Ordinance;

and

role of the SRPA should be proactive in carrying out roufine

compliance check to ensure vendors' compliance and regular

review fo ensure the continued relevance of the Practice Notes

in effectively protecting home buyer interests.

With regard to the specific provisions in the draft Practice Notes,
the Council's views were focused on the arrangements relating to
revision of sales brochure, price list, register of transactions and
suspension of sale, as well as acceptance of deposit prior to the

sale.

Additional views were given on issues of great concern to home
buyers and the general public, for instance the fime of sale which
the Council urged that guidance should be given in the Practice
Note to discourage vendors from starting sales very late in the

evening.
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Supply, marketing and labelling of infant
formula

After years of discussion, the Government released its draft Hong
Kong Code of Marketing and Quality of Formula Milk and
Related Products, and Food Products for Infants & Young Children
(Hong Kong Code] in October 2012 for public consultation.

The Council supported the Hong Kong Code which is based on
the World Health Organisation's Infernational Code of Marketing
of Breast-milk Substitutes, subsequent relevant World Health
Assembly resolutions, and was drawn up by a Taskforce of the
Department of Health (which the Council participated) taking info

account the local situation.

However, the Council was concemned that the Hong Kong Code
would only be implemented in the form of voluntary guidelines
in tandem with a monitoring mechanism on un-named basis. The
Council doubted whether such measures could deal effectively
with cases of non-compliance. The Council was of the view that
compliance with the Hong Kong Code should be mandated by

legislation.

For effective regulation of formula milk and food products
for infants and young children in Hong Kong, the Council
recommended that the prohibition of promotion should be
extended to cover not only formula milk and formula milk related
products up to three years old but also other food products for

infants and young children in Hong Kong.

The Council also considered that it would benefit both the
industry and consumers if the Government could make accessible
fo the public information on health claims purportedly scientifically
substantiated. Moreover, the Government is urged to consider
whether the industry would be required to submit their health
claims to the Government for comment or approval prior
fo making and/or labelling them in relation to the products

infroduced into the Hong Kong market.

Equally crucial, the Council was of the view that the Government
should strengthen the support for breastfeeding in the community
by establishing cross-departmental taskforce and increase public

access on breastfeeding materials through various media.

The Council also submitted views on the legislative proposals in
relation fo nutrition labelling of formula products and foods infended

for infants and young children under the age of 36 months.
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Under the Government legislative proposals, nutritional
composition requirement would be imposed on infant formula
only. For the healthy growth and development of local infants
and young children, the Council suggested that Codex nutritional
composition requirements on follow-up formula and foods
intended for infants and young children under the age of 36
months should also be followed. The Council also suggested
imposing mandatory nutrition labelling requirement of sodium in
all foods infended for infants and young children under the age of

36 months.

The Council expressed disappointment that the Government is
postponing regulation on product claims to a later stage. The
Council urged the government fo fake prompt measures to prohibit
exaggerated and misleading claims made by formula product
and food suppliers. The Council also urged for the implementation
process fo be expedited so that consumers and parents do
not need fo wait for years before the mandatory labelling and

composition requirements come into effect.

In view of continued short supply of formula products in the
market, the Council welcomed the Government's new measures
in export regulations of formula products. The Council would
continue its work in monitoring the price and supply of formula
products and in working with stakeholders to ensure that local

consumers' inferests are well protected.

Advocacy on competition law and policy

The Council welcomes passing the Competition law in the
legislative Council in July 2012 a new milesfone for the Council
which had been advocating to protect markef competition as an

indirect way fo safeguard consumer interests since 1993.

The Council believes the enactment of the competition law
facilitating market competition will prohibit anti-competitive
practices and enhance fairer access to markets in different sectors
and businesses. With market competition come cheaper prices,
more choices, higher quality goods and better services, and

consumers stand to benefit.

With an enforcement agency in place to regulate against
anfi-competitive conducts of conglomerates with big market
share or abuse of market power, it can bring about a fair
market environment and foster competition, thereby forestalling

aggravation of monopolisation in the market.
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In regard to exemptions given to statutory bodies and limit
scope of merger regulation, the Council is of the view that
the Government will review the exemption arrangements and
merger provision faking into account market development and

enforcement experience after the implementation of the law.

The Council's Chief Executive is member of the Government's
Competition Policy Advisory Group offering advice in respect to
competition concerns on public policy from the perspective of
consumer welfare including cases:

Alleged anti-competitive conduct of a trade association of the

medical profession

Alleged anti-competitive conduct of some supermarket chains

and refail chain stores

Developments in electricity market

The Council is planning to study on the development of electricity
market in Hong Kong. With respect to the interim review of the
Scheme of Control Agreement of the two power companies in the
beginning of 2013, the Council takes the opportunity fo urge the
Government to seek more information fransparency from power
companies. By avoiding any excess investment and improving
efficiency of the power supply system, the Council views that the
Govermnment should take a proactive role monitoring the estimation

of the future demand of electricity in the next five years.

The Council opines that given the rising cost of fuel it becomes
more necessary for the power companies to provide sufficient
information on the benchmark of fuel prices in the international
market that they use, to enable customers fo monitor the trend of
fuel costs. It is necessary also for the Government and the power
companies fo encourage consumers on energy saving through a
wellimplemented demand management policy and a fair sysfem
should be in place so that residential users would benefit equally
from the cost saving resulting from the demand management

policy in electricity supply.

The Council is of the view that despite the financial incentive
provided under the Scheme of Control Agreements for the two
power companies to have more development of renewable
energy, there has been very litfle progress in adopting renewable
energy between 2008 and 2013. Despite the technical issue
and the cost effectiveness issue of infroducing renewable energy,
the Council supports the Government in urging the two power
companies fo take up more social obligation by devofing their

efforts on exploring the future development and application of
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renewable energy and providing more information about their
commitments to provide Hong Kong consumers with a choice of

cleaner energy in future.

The Council fully supports the Government in contemplating
infroduction of competition to the electricity market as early as
2018 and should take the opportunity of the interim review of
the Scheme of Control Agreement fo require the two power
companies fo publish a comprehensive range of performance
and financial data for public scrutiny. Full disclosure by way
of separate account reporting by different segments could
enhance transparency and provide the necessary information

for formulating the possible market reform of the electricity sector
beyond 2018.

Government grant and relaxation of
financial assessment criteria for Samaritan
Fund (SF)

The Council welcomed the Government's proposal to provide
a $10 billion grant to the Samaritan Fund (SF) to maintain the
operation of SF and fo enable it to meet increased expenditure.
The Council also welcomed the Hospital Authority's (HA)
proposals of relaxing the eligibility criteria of SF to benefit more
needy patients. The Council, however, had concerns that SF
might be used as a justification by HA for excluding drugs proven
fo be of significant benefits but extremely expensive to provide in
the Drug Formulary (DF). The Council suggested that HA should
increase transparency by providing reasons for not including
certain new drugs in the DF. The Council also suggested that
there should be avenues open for suggestions to be made by
inferested individuals fo bring new drugs fo the attention of the
Drug Utilisation Review Committee for consideration. On the issue
of safety net and financial assessment criteria, the Council held
the view that HA should collect patient opinions with regard to
access to drugs and affordability on a confinuous and systematic
basis, and suggesfed that regular review be conducted on criteria

for assessing a patient's affordability.

Responses to consultation papers

In addition to the above, the Council also commented on
consultation papers released by the Government and other
bodies on matters affecting the interests of consumers. A list of

the submissions can be found at Appendix 6.
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