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Pension-for-all plan faces an uphill battle
For several years, an alliance of more than 50 labour and other organisations in Hong Kong has been lobbying for universal retirement protection - a pension for all over-65s, regardless of means or employment history. 

Their plan would draw funds from two main sources: the existing government spending on means-tested social security for the elderly poor, and the present workforce's Mandatory Provident Fund contributions. (I should declare an interest: my company has a stake in an MPF service provider.) 

Under an alternative proposal, bigger companies would also pay into this pool through an extra 1.75 per cent profits tax. 

The main controversy here is the use of the MPF contributions. Assuming you are at work, this plan would take half of your personal monthly MPF contributions and half your employer's contributions, and divert them into the pension system. 

This is not a vague demand for handouts or free lunches. The alliance has costed its proposal. Independent actuaries have checked the figures, and the plan seems to add up. The basic version would finance a universal monthly pension of HK$2,500 (at today's prices) for decades to come. The alternative would yield a HK$3,000 pension. 

That would be great for everyone who is over 65. But what about people of working age? Half their MPF contributions would be taken from them and given to people who have already retired. The idea is that the next generation would do the same for them in the future. This is a pay-as-you-go system, similar to the state pension structures found in many other developed economies. 

I respect the alliance for devising a policy proposal that addresses a serious issue in a serious way. However, I can think of several problems with it. 

First, I am fairly sure that most of the workforce would oppose it. In effect, half of their MPF contributions would be treated as tax revenue - taken by the government and given to other people. As the majority of workers fall outside the tax net, this would effectively be a broadening of the tax base. 

Less-well-off workers might especially object. Why should they subsidise retirees who, in some cases, might be richer than they are? A universal system like this, with no means testing, does involve subsidies going from the poorer to the wealthier. 

Bigger companies would, of course, object to the extra profits tax they would have to pay under the alternative plan. At the very least, they would ask why smaller firms don't have to share the burden. 

People would also look at pay-as-you-go systems in Europe, and elsewhere, and see that many of them are unsustainable. They are going bankrupt. Like the Hong Kong proposal, they were originally structured to avoid this. But, over the years, there has been political pressure from retirees to increase pensions. You can be sure that retired people would start demanding above-inflation increases in such pensions here. 

People might also argue that a universal pension would go against our traditions. More than 60 per cent of our elderly receive financial support from their children, and few people would want to see that practice weakened. 

We do, of course, have some universal services, such as public hospitals. And the MPF itself was a step away from our laissez-faire way of doing things. But a universal pension would reduce self-reliance and make Hong Kong into more of a welfare state. The next step would probably be unemployment coverage. 

With district council elections later this year and a legislative council election next year, the alliance has an opportunity to put their proposal to the test. They should challenge politicians to support the idea, and encourage voters to vote for those who will endorse the plan. Then we will find out. Personally, I think it will be an uphill struggle.

