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The legal leveller
The Hong Kong community will soon be discussing another major issue on top of constitutional and tax reform - namely, competition policy. Ours is one of the few developed economies where it is legal for companies to fix prices, make deals to split market share, rig bids and collude against new competitors - except in the telecoms and broadcasting sectors. 

Some people believe strongly that a law promoting competition could reduce prices and increase choices for consumers. That would strengthen our economy by increasing efficiency and giving entrepreneurs and new firms a better chance to compete and grow. 

Others are not so sure. They claim that our markets are already free, and that more interference would mean more bureaucracy and higher costs. They worry that firms might use such a law as a business weapon against rivals. 

It is well known that Hong Kong's external economy is extremely competitive, and it is important to remember that so are many of our domestic industries. In my own sector of insurance, there are dozens of companies chasing clients. Even if insurers tried to get together and push up prices, it wouldn't work because there are too many firms, with different strategies. The result is a wide range of services and often cutthroat competition - all of which is good for the consumer. 

However, some parts of our local economy are more suited to cartel-type activity. These are areas where the market is relatively small, the main players know each other, and so forth. Since there is no law against it, people assume that the companies concerned would be crazy not to collude. 

Supporters of a competition law point to such industries as supermarkets, petrol stations, property, construction materials, live pig distribution, schoolbooks, noodles and driving schools. Some would add certain professions, such as lawyers. 

The coming debate on competition policy will not be a stark business versus consumer confrontation. We are all consumers, and competitive companies could, in theory, gain a lot from a law that promotes competition. If a new policy cuts my business' costs and makes life cheaper for my family, customers and staff, I will be very happy. If it strengthens the economy and means a bigger market for insurance, I will be even happier. 

Would a competition law actually have those very desirable effects? A lot would depend on how we implement any new policy. The regulations would have to be very detailed, and very carefully drawn up. We would also need a new bureaucracy, with real powers to investigate companies and a mechanism to punish those who break the law. 

This will set off alarm bells in some quarters. Do we need more bureaucracy? The regulatory structure might be a burden on business or discourage enterprise. Or, the new law might be ineffective: the regulator might be a toothless watchdog. 

A lot will depend on how much we are really being ripped off at the moment. You hear people complaining about the supermarket duopoly or the limited choice of goods. But is a basket of groceries really more expensive here than in other developed economies? Is it really hard to get what you want, especially if you shop online? 

The truth is that we don't know how much difference a competition law would make. 

The government's review committee on competition policy published a report in June, and a public consultation document will appear in due course. If you want to get a head start on the issues, the report contains some interesting recommendations. 

It might not sound as interesting or important as political reform, and it might not be an emotive subject like a new tax. But a new competition policy could mean lower prices, more jobs and more opportunities for the people of Hong Kong. That makes it pretty important.

