CARREFOUR CLOSED ITS BUSINESS IN 

HONG KONG THOROUGHLY

      The second largest supermarket in world ---- Carrefour entered Hong Kong’s retail market since 1996.  It characterizes its products are various and sells at an attractive prices in order to grab the retail market in Hong Kong.  Unfortunately, those four branches in Hong Kong are closed in 2000.

      We can use some economic sense to analyze his failure.  The salesmanship of Carrefour is not suitable to adapt in the Hong Kong market, it is a kind of hypermarket, that is, the place where sell daily goods and other products, such as electrical appliances, furniture and so.  Therefore, it can be regarded as a supermarket and retail store.  But the consuming habituation of most Hong Kong people is buying daily products in supermarket, buying clothes in boutiques.  

      Although Carrefour is a hypermarket, most of the products are daily products, so it is undoubtedly to say that it is a supermarket instead.  As we all known, the two well-known supermarkets in Hong Kong ---- Park N Shop and Wellcome have been occupied a large proportion in market.  In fact, the retail (supermarket) field is a kind of monopolistic competition, one of the characteristics is many firms can enter it.  Even though the price of Carrefour’s goods decline, according to Law of Demand, defines “ all else equal, as price falls, the quantity demanded rise, and vice versa.”, that means there should be have a profit in it, but we need to be consider the elasticity of demand also, the price of elasticity of necessity is, in generally, the more necessary the item, the less elastic the demand.  According to the economic theory, when the elasticity of product is inelastic, and the price falls, the total revenue increases. Based on those conditions, Carrefour can earn money instead of losing.  However, under the monopolistic competition, when one of the competitors reduces his products’ prices, the others will follow it, and causing an unfavorable cycle in specific market.  At that moment, the more powerful ones (Park N Shop and Wellcome in this case) can remain in market, others (Carrefour) drop out.

      On the other hand, electrical appliances, furniture are regarded as luxurious, that means, those elasticity tends to more elastic.  Due to the habituation and the theory, people would like to go the places, like Fortress, Broadway etc to buy electrical appliances, go to IKEA, Pricerite to buy furniture, even the price of those goods are decline, the total profit of Carrefour will decrease also.

      Besides, it costs so much to operating the hypermarket, it is because there are so many different goods in it, and so the firm should hire more employees to supervise each of the department. Furniture and electrical appliances are bulky goods; they occupy lots of spaces to display to customers, so Carrefour must rent a spacious place to show these products.  According to the journal, the branches of Carrefour are located in Heng Fa Chuen, Yuen Long, Tuen Mun and Tsuen Wan, and their locations are in the large plazas, so that the rental amount are quite high, and the rental cost is regarded a fixed cost, is those cost which in total do not vary with changes in output, such as firm’s plant, therefore must be paid even if its output is zero. If the revenue cannot cover the fixed cost, the firm will be shut down. In the short run, a monopolistic competitor will maximize profit or minimize loss by producing that output at which marginal revenue equals marginal cost.  And in the long run, easy entry and exit of firms cause monopolistic competitors to earn only a normal profit.
      Also the news report mentioned, Carrefour has a large reduction before shut down because he wants to use these capitals in order to offset or cover the loss.  And Carrefour decided to forgo the development Hong Kong because Park N Shop will keep going the long term reduction when Carrefour still exists, it may consider it cannot cover the basic cost if competing with her, and the addition of  unsuitable marketing strategy. 

NO INFLUENCE OF RENTAL PRICE OF 

TSIM SHA TSUI OFFICE UNDER THE TERRORISM IN AMERICA

      Many American investors would like to establish their Asian headquarters in Hong Kong, so there is a certain demand of Hong Kong’s commercial office to American investors.  However, there is a decrease in demand after the terrorism in US. Due to the decline of office, the demand curve shifts to the left, and the equilibrium price and equilibrium quantity will be decreased.  It leads the rental price of Hong Kong’s commercial office decrease. 

      Although the terrorism happened, the rental price of Tsim Sha Tusi’s commercial office did not decline significantly.  In this case, the supply of empty office in Tsim Sha Tusi is a scared good and the supply of office in this district is nearly fixed, so 

customer will face the vertical supply curve, when we just considered the supply curve itself, that is, there is a fixed supply whenever the price set at every levels, but we determine the market price due to the cross point of the demand and supply curve, from the view of the suppliers, they want to make a profit maximization, but it is hard to do so because there are many substitutes, for example office of different kinds of districts, like Mong Kok, Kowloon Bay or else. That means when the rental price of Tsmi Sha Tusi’s office increases, the demand of Mong Kok and Kowloon Bay will increase.  In fact, when the sudden attack in US happened, rental price of office in Hong Kong should be declined in case, but the rental price in Tsim Sha Tusi did not changed drastically, and it is not violate the definition of substitution,  it is considered about the rational behavior.  In economics sense, rational behavior means that different people will make choices because their preferences, circumstances, and available information differ.  In this case, you may want to choose the location of your office in the best place, if your company is a worldwide company, you prefer start your business in Tsim Sha Tsui of Central rather than Hung Hom, Mong Kok. It is because those former districts are the prime commercial location in Hong Kong.  That means, there is a kind of privilege to set your company there, giving more “confident” to customers, and it is also reflecting the pursuit of self interest.

      From another view, Tsmi Sha Tsui’s office can be regarded as inelastic demand for those large firms’ employers and it tends to elastic demand for small firms’ employers.  We would like to say that because the big firms are more concerned about their brand, therefore the rental price of those districts is rather high compared to others, the large firms still to choose the dearer ones.  It is because setting company in prime district gives people a feeling of “confident” or a feeling of “vanity”.

      There is an example, the partnership of lawyer; they would like to rent the Central’s office as their office because it can attract the rich for business dealings, which gives confidence to their clients.  Although the rental price of those offices is relatively high, many of clients have a higher consuming power, so their revenue can offset their expenditure.    In opposite, if the office establish in Shun Shui Po, their revenue will be lower and the expenditure is relatively low instead, it may earn a profit also, but the producer (lawyer) aims at profit maximization, so they choose Central as their working place.

HEALTHCARE FUND IS BENBFICIAL FROM AFGHAN ATTACK IN U. S.
      Because of the terrorism is US, there is a recession to many industries, such as air industry, retails industry and commercial field and so.  In the case of air industry, it is directly affected by tourism because people are afraid to get in plane in order to avoid the chance of another air hazard. Therefore the demand of air ticket is declined, and its demand curve shifts to the left, the equilibrium price and equilibrium quantity will decrease, and the proportion of declining depends on the elasticity of air ticket.  Moreover, the collapsing of prime economical building in US makes the global economy are messy, for example the stock market of US stopped the transaction for few days, and some of the stock market in others countries are also closed.  In fact, there is a long-term recovery of US, even the worldwide place. The Wall Street in US so-called the main financial network in world, so when there is unfavorable attack in US, a huge influence is occurred in world.

      It is the same condition in retail business, the future condition is not well expected, due to the decline of tourism and the atmosphere of recession, tourists are not willing go to other places because of the sudden attack of Afghanistan, it will affect the result of sale.

      Also we can change to look at the share market, the demand and supply of shares depends on the potential of the company, the government’s strategy, shareholders’ expectation of firms’ future and else.  The basic principle of earning by holding shares is, “ask” the share at low price and “bid” it at high price, when the terrorism happened in US, people are expected there is a bad influence of the air industry, for instance, decreasing firms’ profit in short term, even long term, it makes the value of shares decreases, some shareholders who hold it for speculation (normally is a short term holder), they would like to bid their shares, even though at lower price, therefore the supply of share of air industry will increase, and the demand for those shares depends on the expectation and the preference of people, if the expectation of those shares is dim, the demand will not change very much, so the value of those share will nearly remain unchanged, or decrease, on the other hand, when the share holders holding the shares as a kind of investment, not a speculation, people will ask the share at this attractive low price, so the demand of those shares will increase, but the share of oil company have a different condition, the happening of  911 event stimulates the increase value of its share, because the fuel is the essential element during war, so the demand of oil ( fuel) is increased, people expect there is a well profit in near future, which rise the value of its share, as we mentioned the above, we can see that the relationship between the demand and supply of share.

       Beside the oil industry, some industry is beneficial due to the terrorism in US, and Healthcare industry is an example.  Because of the boom of the sudden attack in US, the consumption of the medication and the medical facilities on the increase, especially in antibiotics, so the demand of medication is increased obviously, of course, it makes the share of healthcare fund of firm having the advantage.  Basically, the rise of battle affects the potential of healthcare fund industry, but the influence is positive to medical firms because there is a certain need in military uses.  

      In addition, one of the global issue ---- aging problem, makes the rising of the demand for healthcare fund, and more and more people are concerned to health themselves, so the businessmen notice this point, various of healthcare funds are provided.  The flourish of these funds lead investors put more capitals and resources into them.
PATRIOTISM OF TOYS AFTER THE TERROR ATTACK IN UNITED STATES

      The toy industry in US is very large, one of the reasons is US is a developed country, so the living standard is not low, parents would like to buy some toys to their children for celebrating their birthday, encouraging then to get the higher academic grades, offering them more entertainment to them.  

      In economic sense, toy is not a necessity, it should be a kind of luxuries, because when the price of toys are high, people are not willing to buy them, on the other hand, the price of toys are low, people also may not consume them in much if they are not interested to people.  And the luxuries is price elastic.   

      The focus of types of toys has change to some heroic character figures in US, like policemen, firemen and medical staff. The change is caused from the terror attack of US; those people became hero or idols in American’s mind.  As toy suppliers, they need to notice the trend of the atmosphere of their surroundings.  Due to the terrorism, toy suppliers expect it should have a good sale in the series of heroic figures, so they use more resources in manufacturing of this series, on the other hand, there is a change of attitude of toys of Americans, in old days, they might to play the toys which contain violence, or pick up the toys which contain meaningful educational ones to their children, and nowadays, the fact is changed.  Some people may think that those toy supplies should product the toys which can give people a positive messages, or making peoples’ more happily in order to help the American’s children to erase the painful memories from 911 event.  In addition, toy suppliers are also afraid there is a criticism if they show their new products, such as the toy that use World Trade Center as a game background, the toy itself is so sensitive to American.  And the suppliers defer the date of showing those toys because they predict that the demand of the toy is very less, even they produce this good, it cannot make the profit, which does not fit the principle of supplier ---- profit making. 

      Due to matching the patriotism of Americans, toy suppliers produce the product which are concerned the event of 911, they produce the uniform of firemen and policemen in the coming Halloween, the sale of these two products sounded good, so those supplies can make a profit from it.

     Another view of economics, toy industry can be regarded as a monopolistic competition.  There are some familiar brand name of toy company in US, for example, Mattel, Toys ”R” Us. There are many numbers of firms, and get entry easily. And the large firm can enjoy the economies of scale, meaning economies of mass production, like the case of manufacturing the heroic figures or their uniform, we need to entail design and development, assume that if the toy company has not produce the heroic figure before, it will have a “start up” cost also, it is hard to afford if the company is small.   For the labor specialization, a product can be divided into different producing procedure, so labor can emphasis on a particular task, and they can practice make perfect in times, and the cost of production will reduce, the productivity of each labor are enhanced. Moreover, big firms can afford the most efficient, and the effective use of the equipment demand a high volume of production that means the average cost will also reduce.  

      In this case, you will find that only a large firm produces those heroic toys only, because those series of toys can be regarded as the short term ones, shifting the focus of production costs heavily, we need to consider the number of labor, the design cost, machineries whether are suitable to produce those products, if not, need to but the news one, it could be an obstacle for small firms.
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