Advocating Best Practice and
Competition in the Marketplace
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WHY THIS IS IMPORTANT

In a market-based economy such as Hong Kong, the
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 marketplace behaviour to identify matters of
concern to consumers as well as to encourage responsible
trade practices and fair competition. The following major

work was performed during the year under review.

Residential Property Report

The Council released a report entitled “Building a Property
Market Information Platform for Home Purchasers”, calling
for the creation of a centralised online “Property Market
Information Platform” (PMIP), to enhance the flow of reliable
and timely information in the first-hand private residential

property market in Hong Kong.

In the report, the Council put forward a package of nine
recommendations covering several specific problems as
identified in its field studies of some residential development
projects, namely the absence of comprehensive information
source, information disseminated varied in degrees of
reliability, and high pressure sales tactics creating anxiety and

confusion to prospective purchasers.

The recommendations were aimed to improve the following

aspects:

- clear guidelines on pre-launch activities (such as the release
of non-official “intentional prices” and “private sales”) of
first-hand properties;

- removing impediments (such as imposing onerous
registration and appointment procedures) to viewing of

show flats;
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- controls over unreliable and deceptive representations
(such as distributing unauthorised promotional materials to
prospective purchasers); and

- provision of timely, complete and useful property
information (such as current transaction prices and unit

availability) to prospective purchasers.

The Government has responded positively to the Council’s

report.

The Council is glad that the Government has set up a Steering
Committee and Subcommittees on Regulation of Sale of First-
hand Residential Properties by Legislation and invited the
Council to participate in these committees to provide views

for enhancing the protection of home buyers.

Sharing of Mortgage Data for Credit
Assessment

The Council submitted its views concerning a consultation
document issued by the Office of the Privacy Commissioner
for Personal Data (PCPD) on sharing of mortgage data for

credit assessment in Hong Kong.

In the submission, the Council raised a list of issues that the
industry and the regulators would need to address in order to
provide the general public a complete and fair evaluation of
the proposal of greater sharing of mortgage data. In brief, the

Council’s views were:

- concerns over data concentration and that the credit
database will be a lucrative source of marketing
information;

- justifications be needed for inclusion of additional types of
mortgage data for general credit assessment;

- public assurance be given to address public concerns about
opening up the floodgate that the coverage of the data
sharing would progressively extend to more mortgage data;

- implication of mortgage count on consumer credit scoring;

- prior explicit notification and consent-based approach be
given to consumers for pre-existing mortgage data to be
contributed to the credit reference agency;

- clarification as to the circumstances in which the credit
providers can have immediate access and use of mortgage
data during the transitional period; and

- explanation of consumer benefits in more explicit terms to
demonstrate the effectiveness of the proposal in bringing

benefits to consumers.
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For better protection of consumers’ privacy interests, the
Council recommended additional implementation safeguards,
namely disclosure of audit compliance results, provision of
free consumer credit report, and allowing consumers to post

dispute statement in consumer credit report, be imposed.

Independent Insurance Authority

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

The Council has long urged that a review of the regulatory
arrangements for the insurance industry should be carried
out. As such, the Council is glad that the Government has
taken on board its views on the need to change the existing
self-regulatory mechanism for the insurance industry by
formulating proposals on establishing an IlIA to regulate
insurers and insurance intermediaries and protect the

interests of insurance policyholders.

The Council was of the view that having an independent
statutory body to assume direct supervisory and disciplinary
roles over the insurance industry could be more objective

and impartial.

With regard to the expanded role of lIA, the Council supports
the enhancement of consumer financial capability by giving
the IIA an explicit role in proactively educating the public
about insurance matters, in addition to directly supervising
the conduct of insurance intermediaries. The IIA should
also address public concern about the reasonableness of
insurance premium increases and the suitability of high
risk and complicated insurance products on offer to the

consuming public.

In determining the appropriate funding arrangement, the
Council does not support having policyholders directly
pay the levy. The Council was of the view that the cost of
regulation should be borne by the insurance industry as part
of its operational cost, instead of shifting regulatory cost to

policyholders.

With Hong Kong as an international financial centre, the
Council considered that strengthening the protection of
policyholders was a task to be given priority and urged the
Government to speed up the establishment of IIA especially

in light of rising insurance complaints.
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Investor Education Council and Financial
Dispute Resolution Centre

The Council gave views to the Financial Services and the
Treasury Bureau (FSTB) concerning a consultation document
on the proposed establishment of an Investor Education
Council (IEC) and a Financial Dispute Resolution Centre
(FDRCQ).

In light of increasing offers of complex financial products
and services by various types of financial institutions
across the financial sectors, the Council welcomed that
the establishment of the proposed IEC to enhance public
understanding of different forms of financial products and

services across the financial spectrum.

With respect to the institutional set-up of the proposed
IEC, the Council considered that setting up an independent
statutory body, with funding from relevant financial regulators
and the Government, may avoid potential prejudice to the
impartiality of the IEC or the misconception that it will tilt
towards Securities and Futures Commission (SFC)-regulated

products and services if it is to be under the SFC.

As regards the proposed FDRC, the Council welcomed
the proposed establishment to provide consumers with
an additional channel to resolve their complaints relating
to financial products and services. For the benefit and
protection of consumer interests, the Council was of the
view that the services to be provided by the FDRC should be

effective, efficient but not costly.

With respect to the proposed carving out approach of
handling monetary disputes, the Council was concerned
if this would provide adequate protection to consumers or
meet their needs, considering that many of the complaints
received by the Council were related to sales practice and
service quality which were not necessarily linked to disputes
of monetary nature to start with, or provided by financial
service providers regulated by the Hong Kong Monetary
Authority or the SFC.

The Council therefore recommended that the scope of the
financial dispute resolution scheme should be reviewed
regularly to check on the appropriateness of its scope. The
Council welcomes that the Government has committed to

carry out review in future.
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Health Protection Scheme

The Council provided views in response to a consultation
document issued by the Food and Health Bureau (FHB)
regarding the introduction of a voluntary Health Protection
Scheme (HPS).

In previous submission, the Council expressed the need for
the Government to take some form of regulatory control on
healthcare services and health insurance as an inseparable
component of any policy that would move more population
to the health insurance market. The Council is glad to note
the Government'’s launch of the second stage healthcare
reform with proposals on introduction of a voluntary and

government-regulated HPS.

The Council believed that some of the HPS features would
help address health insurance problems faced by consumers.
The Council provided the following comments in relation
to the proposed HPS, with a view to protecting consumer

interests in healthcare services and health insurance.

- oversee the reasonableness of subsequent premium
adjustment and consumers’ affordability to keep up with
health insurance premium in the long run;

- out-patient services should be included as core items under
the HPS to ensure adequate benefit coverage and limits for
the HPS plans in meeting consumer needs;

- premium schedules be published for public information
and sales practices be regulated regarding Standard Plans
and other HPS plans (top-ups);

- assist those most in need of healthcare protection to have
easier access to healthcare services, through lowering the
entry barriers to the HPS;

- facilitate the choice of healthcare insurance under the
HPS by constructing a website, listing for comparison
information (including protection coverage and premiums)
on all HPS plans;

- introduce other modes of premium discounts as the
provision of the “No-Claim Discount” may constitute a
disincentive for consumers to seek medical treatment;

- include supportive measures to facilitate employers’
migration of their existing health insurance to the HPS, and
introduce appropriate safeguards to prevent employers
from reducing employee medical benefits; and

- quality assurance and performance benchmarks be in place
for assessment of healthcare service quality and package

charging, for ensuring value-for-money service.
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Forum on Competition Law and Policy
The Council’s Chief Executive is a member of the

Government’s Competition Policy Advisory Group.

[n fulfilling its statutory role of tendering advice to the
Government, the Council organised a forum for small and
medium enterprises in December 2010 to solicit their views
and concerns about the Government'’s public consultation on
the proposed Competition Bill. Over 120 participants from

different industries and trade associations attended the forum.

Competition Bill 2010

The Council supports the enactment of the Competition Bill
being discussed by the Bills Committee of the Legislative
Council at the time of writing this report. The Bill aims to
prohibit and deter undertakings in all sectors from adopting
anti-competitive conduct which has the object or effect of
preventing, restricting or distorting competition in Hong

Kong.

The Council agrees that the general prohibition approach
adopted for the Conduct Rules in the Bill is appropriate
for a cross-sector competition law. The Council notes a
concern, particularly among the business communities,
that not prescribing the conduct which would constitute
anti-competitive conduct could lead to uncertainty to the
industries. The Council however considers that the general
prohibition approach would offer great flexibility to cater for
the circumstances of different sectors and changing business
practices. The Council believes that uncertainty could be
tackled by the future Competition Commission by way of

regulatory guidelines.

The Council launched a series of activities to arouse public
interest and attention towards the Bill. The activities included
producing and distributing flyers in Chinese and English, and
organising seminars and talk to engage small and medium
size enterprises and reaching out to consumers through the
media for them to understand and support the legislation to

safeguard and foster competition in the marketplace.
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Other Studies

The Council responded throughout the year to a number of
requests from industries and consumers to look into a range
of issues affecting consumers in the marketplace. Those
issues included pricing practices of auto-diesel and the

exclusive practices of private hospitals.

Responses to Consultation Papers

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

of the submissions can be found at Appendix 6.
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