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Study backs oil giants

Ehns Yeung and Kong |

0il companies, accused by the
Consumer Council of charging
too much for petrol, are operat-
ing in a competitive environ-
ment, according to a govern-
ment analysis of the firms’
figures. There was a ‘“‘strong in-
centive for oil companies to
compete for market share”, said
the paper submitted for legisla-
tors’ discussion today.

The Government has been
putting pressure on the industry
following criticism from legisla-
tors and the Consumer Council
of the way the firms operate.
The council has said petrol
prices in Hong Kong are among

the highest in the world, while
some legislators have said the
companies operate as a cartel.

- Last year, Secretary for Eco-
nomic Services Stephen Ip Shu-
kwan, whose bureau produced
the analysis, said there was
room for price cuts, after he
studied basic cost and profit de-
tails. The firms, which attribute
the high prices to land premi-
ums and operating costs, were
then asked to submit more de-
tailed figures.

The paper. was based on
profit and loss figures submitted
by four of the SAR'’s five oil com-
panies, Mobil, Esso, Shell, Caltex
and CRC. The bureau did not
say which firm had not com-
plied. It noted that the figures

)

ScmpP

“were not derived exactly on the
basis we requested”.

The paper said the compa-
nies mainly competed through
varying discounts and promo-
tional costs while tracking each
other’s prices for unleaded pet-
rol and diesel. Changes in prices
“tended to be led by changes in
the cost of imported product”.

Last year’s figures showed the
average imported product cost
increased by $0.13 per litre for
unleaded petrol. The average in-
crease in the retail price was
$0.07 per litre. For diesel, the
average increase in imported
cost was $0.18 per litre while the
retail price remained unchanged.

The bureau said: “It would
appear that profitability of the

claims

‘f/.TlMM./O’D

oil companies on supplying the
three major fuels [including
LPG] in terms of rates of return
on the capital employed fell to a
single digit in 1999 from slightly
above single digit in 1998.” The
average rates of returns of three
companies dropped from 11 per
cent in 1998 to six per cent last
year.

Democrat Fred Li Wah-ming
questioned the findings. “The
Government has promised ‘to
collect all data from all five com-
panies, but only four submitted
information and they did not
provide exactly what the Govern-
ment had requested.” He noted
the Government only examined
data in 1998 and 1999, when the
recession was at its worst.
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