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Madam President,

Poverty in Hong Kong represents a serious challenge for the whole community.  

As well as causing hardship and misery for individuals and families, it ends up affecting all of us.  Poverty increases tensions within the community.  It reduces people’s confidence in their future and their children’s future.  It leads to cynicism and hostility.  It encourages people to lose faith in the value of education, personal discipline and good citizenship.

Our main response to it is to provide basic handouts.  And then people lose their independence, and their self-respect.  And, essentially, they lose their freedom.  They become dependent on others, and we start to develop an ‘entitlement’ culture.

Poverty also leads to ill-health.  It can lead to self-harm, like substance abuse or attempted suicide.  And it increases the rate of domestic violence, child abuse and others sorts of crime.  Poverty among children, in particular, stores up bigger, long-term problems for the whole of society.

All of these things damage the community.  And they cost us money.  Poverty increases the burden on our social services, on our hospitals and on our police and prisons.  In other words, poverty hurts the taxpayer as well as the poor.  

But how do we reduce it?

It is important to bear in mind that there are many different reasons why we have a growing poverty problem.

One of the biggest reasons is actually our economic success over the years.  We have progressed from a manufacturing- to a services-based economy.  Most people are more prosperous as a result of that transformation.  But it has left an older, unskilled part of the workforce with fewer job opportunities.  Less-academic younger people are also being left behind.  

Another cause of our growing poverty rate is demographics.  We have an aging population, with many people heading for retirement with too few savings to live on.  We also have ongoing immigration of relatively unskilled people.   

Another cause of poverty is exclusion and marginalization of people because of disabilities or discrimination, or the weakening of family ties.  

In the long run, time will probably reduce some of these problems.  The middle-aged unemployed will gradually leave the employment market.  The Government’s planned education reforms will upgrade the quality of our younger workforce.  But there will still be the issue of old people with too little to live on.  And, like every developed economy, we are probably going to see continued outsourcing of lower-value jobs.  

The Government is currently spending significant amounts on various forms of social welfare, retraining and job creation schemes.  With the economy generally doing well at the moment, and with budget deficits declining, people will obviously call for more Government action.  

I don’t see how a poverty line will help the poor.  It would simply give politicians something new to argue about.  But the Honourable Frederick Fung is surely correct in saying that we need to allocate resources more effectively.

Our current system of social services, including welfare, health care, housing and so on subsidises a large proportion of the population in some way.  But that may not be sustainable in the long term.  One day – it may be several years away – we may have to ask ourselves some very difficult questions, and make some unpleasant choices.  We may have to ask ‘which road shall we go down?’

Do we go down the road to a comprehensive welfare system?  That could mean an unemployment benefit scheme and a universal pension system.  Maybe a minimum wage, a universal children’s allowance or supplements for people on low incomes.  It would mean higher costs, higher tax and more bureaucracy.  It would make people more dependent on the state.  And it would affect people’s incentives to save or to work.   Do we want to go down that road?

Or do we go down the other road – the small-government road?   That could mean cutting subsidies for those who can look after themselves, and focusing resources on the truly needy.  We would have to consider radical measures to create more incentives, open up more economic opportunities, and allow more social mobility.  And that could mean deregulation, tax cuts, relaxed land supply, looser immigration controls for talent, incentives for more labour mobility and so on.  Do we choose that road?

For the business community, and probably the middle class, and for many less well-off people, these could be very difficult choices.  But if the growing poverty gap continues in the longer term, we may need to go one way or the other to avoid worsening social divisions, and maybe even instability.  Doing nothing will not be an option.

