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Poverty Alleviation

he widening wealth gap is arguably an
Tacute social problem in Hong Kong.
To gain a thorough understanding of
the causes of poverty and to formulate
an appropriate strategy to tackle the
problem, the preparatory committee for
the Commission on Poverty set up by Hon
Leung Chun-ying, Chief Executive of the
HKSAR, went into full swing on 1 July.

From our point of view, apart
from alleviating poverty by means of
social support and social protection,
medical care, education and housing,
the Government should also adopt a
two-pronged approach, that is, to foster
economic development on the one hand,
and addressing the current imbalance of
our industrial structure on the other.

The weakening economic
momentum and the somewhat lopsided
economic structure are said to be two
main causes of social disharmony. Since
the 80's, Hong Kong has relied heavily
on the service industry, the preferred
locomotive driving our economic
development., Hong Kong's economic
growth has however shown a downturn
of late, inevitably affecting employment,
income distribution, people’s livelihood
and social mobility. Meanwhile, among
Hong Kong's working population,

nearly 30 per cent have merely attained
a lower secondary education level.
Understandably, these workers will
find it difficult to live up to the higher
educational and other requirements of
the service industry. This explains at least
in part the current ‘working poverty’
syndrome with all its connotations of the
widening wealth gap, unequal income
distribution, etc.

To help address these issues, we
venture to suggest that the Government
seriously consider adopting a more

proactive economic policy that will

entail the reinvigoration of industry.
Diversification of industries is definitely
an urgent task. In addition to supporting
industries where we enjoy distinctive

advantages and exploring new

opportunities, the Government should
best inject more resources into our
pillar industries by way of hardware
and infrastructural development. The
development of high-end manufacturing
industries is the name of the game.
Greater emphasis should be put on
applied research to bring this about,
ultimately providing jobs that will benefit
the whole spectrum of the labour force,
not least those at the lower end of the
scale,
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It is noteworthy that some 98 per
cent of the companies in Hong Kong are
small and medium enterprises. These
SMEs are especially significant in that they
not only offer jobs to those in the lower-
income group, but also provide them
with products and services at reasonable
prices. Common sense dictates, therefore,
that Hong Kong will do well to create
and sustain a business environment that
is conducive to the development of the
SMEs, and here, our Government will have
a big role to play.

Lastly, we hope that the Government
will develop a sustainable social welfare
policy inherent in which there should be
proper poverty-alleviation measures. We
have seen some short-term ones so far.
There is no denying that some of these
have proven to be pretty effective. Why
not turn them into long-term policies? G
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The Industrial Development in
Hong Kong

Deep-rooted contradictions

Hong Kong has been experiencing a
persistent economic slowdown since the
mid 1990's. The average growth rate of
the real Gross Domestic Product (GDP) in
Hong Kong between 1997 and 2011 was
3.72%, which was much lower than that
of 1960 to 1980 (8.94%). Since 2004, Hong
Kong has lagged behind Singapore in
terms of GDP per capita, and the gap has

widened in recent years. Singapore’s GDP
per capita reached US$50,123 in 2011,
which was 1.45 times more than that of
Hong Kong.

The social problems in Hong Kong,
especially the widening wealth gap, have
become more acute recently. The Gini
Coefficient of household income in Hong
Kong increased from 0.476 in 1991 to
0.537 in 2011, An opinion poll on social
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harmony conducted by the Chinese

- University of Hong Kong in 2012 shows

that 67.6%, 68.1% and 67.6% respondents
thought that there were serious or very
serious contradictions between “the
rich and the poor’, “the public ana large
corporations’, and “the citizens and the
government” in Hong Kong respectively.
All these figures are higher than that in
2006 which were 61.9%, 50.3% ana 34.6%
respectively.
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cocial development such as healthcare,
welfare, education and housing. It was
much higher than that of Taiwan (46.3%)
and Singapore (42.9%). Despite heavy
investment by the Government in the
social sector, the social problems are

costs would hinder the develop: ap;
of the manufacturing industry in | ng
Kong. Let’s take a look at other cour e
n 2010, the manufacturing indu try
contributed 20.8%, 26.1% and 30.6'; tq
the GDP of Singapore, Taiwan and Kcrea

hostels. High land price would mean
a big obstacle for these two industries.
Therefore, the Government should
offer concessions on land price in order
to foster the development of new

imbalanced industrial structure

The imbalanced industrial structure
< 3 root cause of many social problems
in Hong Kong. Among Hong Kong's
working population, nearly 30% of them
have attained a lower secondary level.
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The average unemployment rate of Hong
Kong maintained at a low level of 2.8%
during the period between 1980 and
1990. However, it rose to 5.2% between
2000 and 2011. The problem is even
more acute among teenagers and less-
educated labours. Thus, many of them
are forced to work for low-paid jobs in
the service industry, such as cleaning,
security, and food and beverage. Since
there is excess supply, it is difficult to
increase their market wages. The result is
the enforcement of a statutory minimum
wage by the Government.

In the last decade, about 60% of Hong
Kong's public expenditure was spent on

= i

«till unsolved. It reflects that the income
redistribution policy could not tackle
the problems entirely. To address deep-
rooted contradictions, it is needed for the
Government to improve Hong Kong's
industrial structure and to rebuild Hong
Kong's economic engine.

New industrial development

We could not overlook the potential
of the high value-added manufacturing
industry for driving Hong Kong's economic
development. It is commonly known
that the employment elasticity of the
manufacturing industry is much higher.
Although the manufacturing industry
contributed less than 2% to Hong Kong’s

GDP in 2010, there
were nearly 120,000
people employed in
the industry, taking
up 4.6% of the
working population.
In contrast, the
financing and
insurance industry,
‘which contributed
almost half of the
GDP, employed
merely 6.3% of the
working population,
Developing the high-
end manufacturing
industry in Hong
Kong not only
helps improve the
imbalanced industry
structure, but also
provides more low-
level jobs for the less-
educated labours
to climb up the
social ladder, Some
People may doubt
that high production

respectively. It also contributed 16.7%
27.3% and 17% to local employm@mt
respectively. Even other countries with
high living standards, such as the US,
Europe and Japan, they could still develop
the high-end manufacturing industry
locally.

The production costs have increased
tremendously in Mainland China in
recent years, forcing many Hong Kong
enterprises operating in the Mainland
to undergo industrial transformation
or to relocate their production facilities
elsewhere. Among the supportive
measures for Hong Kong, the Central
Government greatly encourages co-
operation between Mainland China and
Hong Kong on science and technology.
To make use of the historic opportunities
arising from the “12th Five-Year Plan’,
Hong Kong should study the feasibility of
developing the high-end manufacturing
industry. The Government should also
promote research and development
(R&D) of applied science and technology.
brand-building, the use of “made in Hong
Kong" country-of-origin effect, innovative
design, featured handicraft, and watches
and jewelry assembling skills. By doing
50, it helps attract enterprises from both
Hong Kong and Mainland China to set up
R&D centres, production bases and salés
neadquarters in Hong Kong.

Role of the government

The scarcity of land supply and high
rent in Hong Kong hinder the industria
development in Hong Kong. Taking
medical service and education service
which are two of the six industries where
Hong Kong enjoys clear advantages
as examples, the former requires land
for building private hospitals; while the
latter requires land for foreign students

industries. In addition to increasing [ m—C MRS Rops = | Womoooo

industrial and commercial land supplies,
the Government should also speed up
the expansion of the Hong Kong Science
Park: study the possibility of enlarging
the industrial estates; encourage the
revitalization and wider use of old
industrial buildings; and provide rental
subsidies for designated industries.

The new government has decided
to reform the existing Commerce and
Economic Development Bureau into two
new bureaus, namely the “Technology
and Communications Bureau” and the
“Commerce and Industries Bureau” (CIB).
Apart from studying the market trend
and changes of the global industrial
development and identifying industries
with potential for development In
Hong Kong, CIB should co-operate with
Invest Hong Kong, Hong Kong R&D
Centres, Hong Kong Trade Development
Council, Hong Kong Productivity Council
and industrial associations to provide
technological support, and to set up a
fund or a risk management system 1O
breed new industries. Besides, the newly
established “Economic Development
Commission” should provide guidelines
and consultations on future industrial
development. Since different departments
may need to work together for promoting
industrial development, the Government
should set up a high-level coordination
mechanism when necessary.

Hong Kong industries In
Mainland China

The manufacturing industry in Hong
Kong has been extended to the Mainland
with the relocation of Hong Kong
manufacturing enterprises northward. It
generates a great demand for trading,
logistics, financial and professional

' = r AL . E
m
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services from Hong Kong. Although many
Hong Kong enterprises have relocated
their manufacturing bases to the Pearl
River Delta (PRD) region, they are closely
connected with other industries in Hong
Kong and contribute enormously to
Hong Kong's economy, either in a direct
or indirect way. Therefore, consideration
should also be given to them when the
Government formulates the industrial
nolicy and supportive measures.

Timely fiscal measures should be
implemented by the Government to
help Hong Kong enterprises operating
in Mainland China tide over their short-
term difficulties, and more guidance from
the government is needed to help them
transform and upgrade in the long-term.
The Chief Executive Hon C Y Leung has
proposed in his policy platform to offer
double tax deduction to R&D investment
of enterprises. It is suggested that this
measure should also be expanded to
cover R&D and intellectual property
investment of Hong Kong enterprises
operating in Mainland China.

Since Hong Kong enterprises are
expanding their domestic sales from major
cities to second-tier and third-tier cities
in the Mainland, the HKSAR Government
needs to strengthen the networks

and functions of its offices in Mainland
China, in order to provide more practical
assistance to Hong Kong enterprises over
there. The Singaporean Government nas
established the “International Enterprise
Singapore” to promote overseas
expansion of Singapore-based enterprises
by means of enhancing their business
skills, networks and capital sources.
It serves as a useful reference for the
HKSAR Government to develop its own
supportive mechanism for overseas Hong
Kong-based enterprises.

In a nutshell, to accelerate our
economic growth and to solve our social
problems, we need to focus on the root
causes of these issues. The Government
should improve the imbalanced economic
structure by making proactive ana proper
adjustments to our industrial policy. Its
most urgent tasks are to promote new
industrial development; to strengthen its
leading role; and to provide more support
to Hong Kong enterprises operating in the
PRD region. €D
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