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The government is very proud that it has reduced public expenditure to less than 20 percent of gross domestic product.  In other words, the Hong Kong people are allowed to keep 80 percent of their wealth to spend as they wish.  

In other places, you can expect to hand over a lot more of your money.  Even in the USA, the government spends 36% of the country’s wealth and in France or Sweden, it’s more than half.  
You would have thought that with relatively low government expenditure, Hong Kong people would get very low-quality public services.   But this is the strange thing.  Many of our services are of a very high standard indeed, and compare very well with the world’s best.
One of my favourite examples would be the Immigration Department.  If you travel around the world, you will see a lot of different countries’ immigration officials, so it’s quite easy to compare them.  
In some countries, they simply don’t have enough officers on duty and you spend ages standing in line.  In others, they spend half the time chatting with a colleague or just walking off and leaving people waiting.  
The Immigration Department doesn’t only give us good service at airports and border crossings.  They also issue ID cards.  If you’ve been to have your new Smart ID card issued, you probably spent well under an hour being processed.  I wonder how many places in the world could organize such a complex operation so efficiently.

Our Immigration Department also plays an important role in helping Hong Kong people when they get in trouble overseas.  A month and a half ago, during Chinese New Year, a group of Hong Kong tourists in Egypt were involved in a tragic bus crash.  
Five Hong Kong Immigration Department officers and two Hospital Authority medical staff, who were flown out specially to help the survivors.  
This followed a major exercise after the Indian Ocean tsunami on December the 26th, 2004.  At that time, Immigration and other Government departments sent over 100 staff to help the Hong Kong residents who are affected by the tidal wave in Thailand.  
All this time, of course, over the last few years, the Immigration Department has had to handle a rising number of visitors coming into Hong Kong as our tourism industry has grown.

Other government departments can tell similar stories.  Public expectations and demands have been rising over the years, and they have worked hard to meet our expectations.

The police, in response to public demand, have been taking on more work over recent years.  They are preparing traffic arrangements and escorts for the growing number of people who want to exercise their right to organize street demonstrations.  They’re having to handle security for major events like WTO.  They are committed to taking more proactive action in cases of domestic violence.  There is more public and media pressure on them to behave courteously and fairly.
Everywhere you look in the public sector, people are working harder to give the public what the public expects.  Teachers are having to adopt new teaching methods.  Hospital staff are dealing with rising demand for patient care.  Nearly all departments, from the ambulance service to the Observatory, have performance pledges so they can measure how well they are doing and how well they are improving service quality.

And we take it all for granted.  We take it so much for granted that we never stop to ask – how is this being paid for?  Because while the government has been expanding and improving services to meet public demand, it has also been trimming budgets.  Headcounts have been reduced in some cases.  Pay has been cut.  And department budgets have been squeezed tight.

That’s partly how we managed to get public expenditure down to below 20 percent of GDP.  

There is no way these two trends can both continue.  If people want more and more government services, of higher and higher quality, they can’t seriously expect taxes to come down year after year.

One thing that worries me is that when government commits itself to providing more or better services, people get used to it.  If we look at all the areas where people have come to expect particular types of free or subsidized service, we are looking at a large chunk of public money.
For example, public housing was originally intended to provide shelter for people who couldn’t afford private-sector rents.  Nowadays, more than a third of the population are living in public rental units.  
Many of these people are earning enough to live in private-sector accommodation.  In theory, they should be told to leave so they can make way for genuinely poor people on the waiting list.  But that’s something no politician or government minister even wants to think about.  These residents have become totally accustomed to their below-cost homes.  They feel entitled to it, and that’s that.
Another example is of course public hospital care.  Thanks to the rising quality of public hospitals in the last couple of decades, 95 percent of in-patient hospital treatment now takes place in public-sector institutions.  
All sorts of people, including very well-off middle-class people take it for granted that they can get all sorts of medical treatment for just a nominal fee.  On top of that, a large proportion of people use accident and emergency rooms instead of ordinary doctors’ clinics.  They pay maybe a third of what a private doctor will charge.
As with public housing, people feel entitled to this heavily subsidized service and its rising quality.  Will it ever be possible to wean them back off it?
One problem is that because of our low taxes, many people are not paying anything into the system.  Or at least, they don’t think they are.  Nearly two-thirds of our work force don’t pay any salaries tax at all.  They don’t own a company, so they don’t pay any profits tax.  They’re not property developers, so they’re not paying any land premiums. To them, all these goodies from the government are free.
But in fact they are wrong.  The large companies that pay profits tax and land premiums are of course passing many of their costs further down the line to their own customers – right the way down to the poorest shopper.  
And that brings us to the idea of a sales tax.  Most supporters of a sales tax say they want the government to have a more reliable and consistent source of revenue than land and investment-based income.  And that is a good reason.

But an even better reason is that a sales tax is visible.  If people saw a link between the services they get from government and the money they contribute to government, they would think again about asking for more.  My point here is that people are already paying – but they don’t know it.  They want more because they’re not seeing the bill.
The way things are going at the moment, it will be difficult to change the current system.  But it can’t last.  With the economy performing well, government departments and civil servants are going to ask how much longer the squeeze must carry on.  They will start to say “we can’t do any more with our current budgets and manpower.”  
And they will have a good point. We can’t go on getting more and more services from fewer and fewer resources. 

I don’t know what happens when we reach the point where we have to make a choice between higher taxes or fewer services.  
Perhaps the government should stress that this is not simply about balancing books and keeping citizens happy.  It is also about social fairness.

This is because the biggest losers from all this could be the really poor, underprivileged members of our community.  There are people who are elderly, handicapped, ill, badly housed or struggling to make ends meet.  There are people in genuine poverty and genuine misery who deserve more resources.  
As a community, we easily have enough resources to look after such people.  But we can’t do it if we also carry on giving the better off a wide range of high-quality, subsidized services.  At some stage, the better off will need to lower their expectations or start to pay a more realistic share of the costs.
