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Pension plan could be Tsang's gift for the ages
Chief Executive Donald Tsang Yam-kuen has a year and a half left in office. He will hand over one of the best run, most prosperous and peaceful cities in Asia, and for that he will deserve all our thanks. But what grand legacy, what major accomplishment of his, will the history books mention?
Maybe hardware like the West Kowloon culture hub, or the big rail and bridge projects. However, they may be remembered for controversy as much as anything else, especially if they end up being underutilised. There is the constitutional reform package passed earlier this year - five years late. But, although it was important as a breakthrough, it was a modest structural change and will probably have limited impact on how Hong Kong is governed.
If our second chief executive wants to be remembered for one major achievement, he has to think of something else. And he has only a year and a half in which to do it. This is not long enough for him to devise and implement a major new policy, but it is enough time to present a big, fresh idea to the community and get the ball rolling.
One possibility would be a universal, or at least broadly comprehensive, pension. It is not a new idea, but it is a big issue that someone in leadership will have to confront sooner or later - preferably sooner. The Mandatory Provident Fund is fine as a savings plan (I should point out an interest here: my company is part-owner of an MPF service provider). But the funds most members accumulate will not be enough to retire on. We need something more.
This issue is related to the much-discussed ageing of our population; unless our working lives lengthen, we will go from having four people of working age per retiree to two by 2047. But even if the proportion of the elderly remains unchanged, many in our current workforce are not saving enough to retire on.
Rising life expectancy makes the situation more critical: the number of over-85s is expected to triple in Hong Kong over the next 30 years. At the same time, social and demographic changes mean there may be less family support for the future elderly.
Attitudes and expectations about the social role of government are changing. Official intervention produced the MPF and the minimum wage; maximum working hours may be next. The community will increasingly look to the government to play some sort of role in ensuring that everyone gets a sufficient basic income in retirement.
Hong Kong starts off with a big advantage over most other developed economies: we do not have an existing public pension system to overhaul. While many governments face deficits and unpleasant measures to prevent their state pension systems from going bankrupt, we have an opportunity to devise a framework that is sustainable, efficient and fair.
That does not mean it would be painless. Any comprehensive pension system will need additional resources. Academics and politicians have suggested all sorts of options. Some models absorb the existing welfare safety net for the aged. Many build on the MPF, with government supplementing contributions for the lower-income earners, or offering tax incentives to the better-off. Others suggest a separate scheme, or propose the introduction of new taxes, like a sales tax, to help pay for it.
This is all up for debate, and someone at the top needs to start that debate.
Rightly or wrongly, Donald Tsang has a reputation for preferring infrastructure to quality-of-life and livelihood issues. He has a chance to correct that and make an impact on the course of our social development by declaring the need for a proper pension system, and by ensuring the debate is under way by the time he leaves office.
