
For information on
23 February 2004

Legislative Council Panel on Economic Services

CONSUMER COUNCIL’S REPORT ON
WET MARKETS VS SUPERMARKETS:

COMPETITION IN THE RETAILING SECTOR

Purpose

This paper informs Members of the Administration’s response and
follow-up actions on Consumer Council (CC)’s Report on Competition in the
Foodstuffs and Household Necessities Retailing Sector (the Report).

Background

2. On 11 August 2003, the CC released the Report which advanced
the view that wet markets were gradually declining vis-à-vis supermarkets and
proposed that the Government should initiate action to revitalize the wet
markets.  In view of the complaints on supermarkets regarding alleged anti-
competitive conduct, the Report suggested that the foodstuffs and household
necessities retailing sector should institute a self-regulatory mechanism to deal
with competition-related complaints.

3. The findings and recommendations of the Report are extracted at
Annex A.  They relate to the following three main areas –

(a) competition in the foodstuffs and household necessities retailing
sector, handling of complaints of anti-competitive practices and
assistance to small retailers in this sector;

(b) operations of wet markets managed by the Food and
Environmental Hygiene Department (FEHD); and
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(c) operations of wet markets and retailing facilities managed by the
Housing Authority (HA).

The Administration’s follow-up and response to the Report

4. Relevant bureaux and departments had studied in detail the
findings and recommendations of the Report and convened a meeting with the
CC and the Hong Kong Retail Management Association (HKRMA) with regard
to the Report in August 2003.  The HKRMA expressed the trade’s concern,
and requested the CC to clarify the following two points in its press statement
on the Report,

(a) the two major supermarkets together accounted for over 70% of
the “relevant” market (a duopoly); and

(b) despite deflation, the two major supermarkets had increased the list
price of their goods by about 1.5% during the 1st half of 2003 vis-
à-vis the same period 2002 (abuse of their dominant market
position).

5. The CC acknowledged at the meeting that, with hindsight, it
should have inserted a footnote in the press statement to clarify that the 70%
share referred to “the relevant market”, which meant in fact only supermarket
chain stores and supermarkets in the department stores but excluded
convenience stores, drug stores and wet markets etc.  The CC also agreed
at the meeting that there was room for improvement in the methodology of the
pricing surveys in the Report and undertook to consult the trade, including
supermarkets, on ways to improve its survey methodology so as to reflect more
accurately the price levels of goods sold in supermarkets.

6. Separately, the Competition Policy Advisory Group (COMPAG)
had reviewed the findings and recommendations of the Report and deliberated
on the analyses and observations at a meeting on 19 September 2003.
COMPAG

(i) was of the view that there was ample competition in the foodstuffs
and household necessities retailing sector, and that the issue at
stake was not the lack of competition but the competitiveness of
various suppliers and customer choice, and

(ii) agreed to the follow-up actions proposed by relevant bureaux and
departments.
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COMPAG directed that the Government should issue a statement (vide Annex
B) to the CC detailing the Administration’s response to the various findings and
recommendations as well as the follow-up actions to be undertaken by
individual departments and agencies.

Position to date

7. Follow-up actions outlined in paragraph 17 of the Administration’s
response at Annex B have since been implemented with good progress –

 the HA and FEHD are working actively in partnership with their
wet market operators and smaller retailers to enhance the
attractiveness of public wet markets through various measures;

 the HA’s divestment preparatory work, which plans to transfer its
retail and carparking facilities to the private sector through a real
estate investment trust, is progressing satisfactorily; and

 in response to the Guidelines to maintain a competitive
environment and define and tackle anti-competitive practices
promulgated by COMPAG in September 2003, the HKRMA has
taken concrete steps to encourage voluntary discipline in the
relevant sector, and is in the process of developing a code of
conduct for the sector to promote competition.

Bureaux and departments will consult and report progress to COMPAG.

Advice Sought

8. Members are invited to note the Administration’s response and
offer their views on follow-up actions by the Administration to the Report.

Economic Development and Labour Bureau
February 2004
























































