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I.
Introduction
1.1 Many groups have claimed to represent the middle class in recent years, for example “Middle Class Power”, “Middle Class Voice”, and “Middle Class Union”. These organizations have raised voices of dissatisfaction and proposed relevant policy initiatives. Their areas of concerns range from medical finance, education system, inflation to the tax system.
 Opinion polls were conducted by some of these organizations
, and they have been proactively reflecting their views to the Hong Kong SAR Government (hereafter the Government). A number of organizations have organized public protests to safeguard the interests of the middle class values, especially the erosion of their wealth.
 The middle class in Hong Kong have always believed in the creation of wealth through hardship, and achieving social mobility through fair competition. In recent years, the organizations representing the middle class in Hong Kong have frequently expressed their concerns on current affairs. Given that their concerns have been widely recognized by the local community, it seems that a sense of dissatisfaction or even instability has been flourished among the middle class. Many of them felt that they were unable to benefit from the existing social environment, and that they were simply the “middle class” in name and not by nature, and that their growth was being curtailed. It resulted to the shrinking of middle class in these years. 
1.2 On the other hand, many people are still struggling in the low stratum of the society. Although the middle class has many dissatisfaction in their daily lives, the middle class lifestyles is an aspiration the grassroots has long for. Hong Kong society has left absolute poverty for a long time, hence the majority of the public would not be simply satisfied on resolving their basic needs. For many people in Hong Kong, entering the middle class or maintain the status of the middle class has become a pragmatic expectation. As the aspirations for upward mobility could provide a tremendous force towards social development as well, it would be important for the Government to maintain the momentum of upward social mobility rather than simply confining its role to the provision of basic needs for the underprivileged.
1.3 The Chief Executive indicated his 2007 Policy Address that he would “devote myself to facilitating social mobility”
, but the Government has not put any concrete measures in place. For the achievement of social harmony, the win-win principles should be embedded in the local community which will help reduce the emergence of social conflicts. The striking fact is that an indiscriminately adherence in the principles of free economy and the market force, however, has led to a higher level of wealth concentration. The underprivileged would not be able to depart from the vicious cycle and the poor has become even poorer. Other than the provision of immediate relief measures, long-term measures should be considered to help in creating hope. Being the guardian of public interests, the Government must take a responsibility on this.
1.4 The economy of Hong Kong seemed to be on the track of recovery. Despite the unemployment rate has been fallen, only a limited number of employees got their salaries raised, not allowing to share the fruits of economic recovery. More importantly, the businesses, the employers and the Government should reward the salaried class when they have weathered the difficulties. Currently, the pressure of inflation has spread over Hong Kong and exacerbated the conflicts over the distribution of economic benefits. As the Government has failed to strike a fair deal for all, it has resulted in the falling of its ratings in the latest polls. 
1.5 The local economy has rebounded and the Gross Domestic Product (hereafter GDP) rose drastically for four consecutive years. However, the growth rate of the returns for the employed persons could not keep up with that of the business investments (see Appendix I). This could be illustrated in the following:
· Hong Kong has recorded substantial economic growth in the past four years, with GDP growth for each of the year stood at 8.5%, 7.1%, 7% and 6.3%.
· The growth in average returns of employed persons was between 1.5% and 4.5% from 2001 to 2006,
 definitely lower than rate of GDP growth. The returns on capital were much higher than the average returns of the employees, with the growth of the former in 2004 and 2005 even reached double-digits (see Annex I).
· Although the average returns of employed persons have been increasing even in years in economic downturn, it was basically in line with the unemployment rate. The employees in general recorded a higher level of salary increases in individual years, which was, however, the result of the cutting of staff in businesses. For example, there was a 3% of growth in GDP in 2003 and 4.5% increase in the average salaries of employed persons, but the unemployment rate was recorded at the recent high level of 7.9%. This has aptly pointed out that the decrease in the base number of employees is the main reason behind the increase in the level of salaries of the employees.  
1.6 There are no clear class conflicts in Hong Kong. Even in case of labour disputes, they used to be interpreted as an individual case. The returns on labour is primarily determined by market mechanism. It is a usual practice for the Government to intervene until the negotiations were unsuccessful. Hence, the striving for social harmony could not be achieved if the Government allows the wide gap between the returns on capital and returns on labour to continue to occur, and especially when inflation has become stronger. Because the distribution of economic benefits are highly sensitive matters and is related to the foundations of Hong Kong’s capitalistic system and economic operation, it would not be possible to make tremendous changes within a short period. However, there is no room for negligence by the Government as the income from work and family income are highly correlated. It would also affect the power for wealth accumulation, and the upward social mobility in the long run. It is important that the provision of a fair return would be in adherence to social justice. The facilitation of social mobility would bring about hope for the people. 
1.7 Class analysis is a crucial factor in public policy making. It has an important role to play in the envisioning exercise, the formulation of policy objectives and the evaluation of outcomes. During the process of the designation of the policies, the Government should consider its impacts on individual classes and to social mobility. This would facilitate the grasping of the pulse and demands of the society. It should be the responsibility of the Government to create a vision for the people and facilitate the general public to embrace their wishes. Social mobility is a deeply embedded problem and is fundamental for the healthy development of the society. To enable a higher degree of upward mobility, the determination of the Government in making fundamental changes in respective policies would be of vital importance. This Report is to discuss the current situation of social mobility, through the angles of education, policies on minorities, as well as market environment, and to propose policy recommendations in respective areas. The second chapter will provide a general overview on local situation of class mobility. The third and fourth chapters will analyze the difficulties the sub-degree students are facing, as well as a number of underprivileged groups, and the means in which their opportunities of upward mobility are being undermined. The obstacles of the current market environment and how it would undermine the self-sustainability and upward class movements will be discussed in Chapter Five. Chapter Six will provide a set of policy recommendations for the facilitation of social mobility in respective areas.         
II.
Background

2.1
The middle class has always been tackling the difficulties in life through their own efforts. Their high profile expression of opinions could be seen as a strong signal to the society. In the past few years, the middle class population of Hong Kong has been facing a wide range of challenges, including serious economic crisis and identity crisis. Their adverse situation appeared to be a syndrome not restricted to an individual class, as the middle class is already the sector which is more resourceful in fighting against adverse situations. Against this background, the underprivileged is expected to suffer more. 
2.2
In view of the economic and identity crisis, the social mobility in Hong Kong merits greater attention due to the dispute over whether Hong Kong has reached the so-called “M-shaped society”. In March 2008, a Hong Kong newspaper, Wen Wei Po, has quoted the opinions from the Commissioner for Census and Statistics Mr. H W Fung as suggesting that Hong Kong has not yet reached the stage of “M-shaped society” through the studies of various socio-economic data.
 The “M-shaped society” suggested the shirking of the middle class, with substantial number of middle class population either goes to the lower class or to the upper class. The Census and Statistics Department (hereafter the C&SD) has published an article entitled “Has Hong Kong Developed into an ‘M-shaped Society’ ?” It has responded to the issues such as the polarization between the rich and the poor, the “down-streaming” of the middle class, etc. It further argued that the case for the “M-shaped society” in Hong Kong could not be established in the four parameters as set in the book M-shaped Society: The Crisis and Business Opportunities Arising from the Disappearance of the Middle Class by Japanese scholar Kenichi Ohame, including the distribution of employment income, the increase in the number of temporary workers, greater income divergence across industries, and weakening upward income mobility.

2.3
The middle class is one of the beneficiaries at the early stage of the economic recovery. Other than the improvement on employment opportunities, the contraction of wealth caused by the declining property prices in the wake of the Asian financial crisis has basically recovered and the issue of negative equities has also been improved. In the second quarter of 2003, the number of negative equity cases had reached 105 697 cases, but the figure dramatically dropped to an insignificant level of 2,000 by the fourth quarter of 2007.

2.4
Despite the Government has argued that the shrinking of the middle class has not occurred, the general public, however, holds a different view.
        According to the figures of the 2006 Population By-census, the number of households earned less than HK$10,000 rose significantly from 442 000 units in 1996 to 620 000 units in 2006, and its proportion to the total number of households as a whole rose from 23.9% to 27.9% during the same period. The proportion of those earning a middle range of income between HK$10,000 and HK$39,999 to the total number of households dropped from 61.2% to 55%. Those who earned a high level of income of HK$40,000 or over, however, rose from 15% to 17%.
 These figures have aptly reflected a reverse trend in social mobility. On one hand, the population in the lower sectors has grown significantly and the size of the population in poverty has increased tremendously. On the other hand, the middle class has experienced “downsizing” rather than the “up-streaming” over the years. (See Annex II)
2.5
Although the classification of class identities has been a controversial issue, the self perception on socio-economic classes also merits attention.  A local study examining the perception of class identity of Hong Kong people indicated that those who perceived themselves as the upper-middle, middle and lower-middle classes, when compared with the same set of figures in 1997, has dropped by 1.9%, 7.3% and 1.5% respectively, while those perceived themselves as the lower class rose significantly by 10.3% during the same period. (see Annex III)   
2.6
There is also an across-the-board lowering of class identities among all spectrums of education level. Those with a secondary school education and perceived themselves as the middle class has lowered by 11.8% in the past 10 years. Those with a university degree and perceived themselves as middle class also dropped by 5.3%. The respondents with secondary education or university education who regarded themselves as middle or lower-middle classes have recorded a similar growth which coincidence with the drop. Nearly half of the respondents with a primary school level perceived themselves as lower-middle class, which has risen by 15% compared with the same figures ten years ago. Those who perceived themselves as upper-middle class rose slightly by 1%.

2.7
There was a downward trend on ratio of self-perception in relation to social classes across the age spectrum. For the respondents who are under 30 years old, those who regarded themselves as “upper-middle” or “middle” have dropped by 10%, while those who regarded themselves as lower or lower-middle classes have increased by 5% each. Generally speaking, half of the respondents still regarded themselves as “upper-middle” and “middle” classes. The respondents who are over 54 which regarded themselves as lower class have risen by 10% to 46%. As we can see, those who are under 30 are comparatively optimistic, while those who are 54 or above have become more pessimistic.
2.8
It would be controversial to decide whether Hong Kong is on the track of an “M-shaped” society as complicated issues in its definition and standards will need to be taken account. However, the significant increase in household with monthly income below HK$10,000 or HK$40,000 and above, and the decrease in proportion of the households earning between HK$10,000 and HK$40,000 is an undeniable fact. The trend towards the “M-shaped Society” based on income distribution is very clear. From the perspective of social mobility, the shrinking of the middle class is highly illustrative on the difficulties and underachievement they are facing. It would be of equal importance to note that the lower class has neither the means nor the ability for achieving upward social mobility to refill the gap resulted from the shrinking of the “middle class”.

III.  
Education Costs and Returns of Associate Degree Students  

3.1 
Education is highly regarded as an important means towards an upward social mobility, of which receiving post-secondary education is seen as the most prominent means for climbing up the ladder to the middle class. In light of economic rebound in recent years, the income level and fringe benefits of the post-secondary graduates has been clearly improved. However, there is a clear differentiation in income among various types of graduates. The salaries of the university graduates have been gradually increased, but that of the associate degree was limited in scale. On the other hand, the costs of post secondary education are very expensive in Hong Kong. The Associate Degree programmes are particularly problematic in respective of existing student financing schemes and the “low returns” for these courses. Should associate degree students pay the education costs through the means of loans, they would face the pressure of repayment for as long as ten years after graduation. In this chapter we would highlight the burden in education expenditures facing the students of the associate degrees. 
Education Returns of Associate Degree Students
3.2
Holding a degree of a post–secondary education institution is widely accepted as one of the favourbale conditions for the achievement of upward social mobility, but more importantly is whether these qualifications would actually benefit the “income earning capacity”. After years of investments, the participation rate for post-secondary courses in Hong Kong out of the total number of population reaching the age of enrolling into a post-secondary course reaches 60%. Among the 50 000 post-secondary school places, 20 000 come from self-finance associate degree courses. Although their education credentials are more favourable for upward social mobility, the situations of the associate degree holders in real life are far from being ideal.
3.3
At present, the acceptability of associate degree programmes is comparatively low in general. The average monthly salary of the associate degree holders of the 2005/06 academic year was approximately HK$8,500, while the salaries of the graduates of the bachelor’s degree were nearly HK$13,000 per month.
 According to the latest statistics, the graduates of associate degree could receive a salary of HK9,100, 6% higher than 2006
, but the growth rate was much lower than that of university graduates. 

3.4
Apart from the issues of acceptability, the rapid increase of the places for associate degree is another reason for the low salaries of its graduates. In 2001, only 210 000 persons were diploma/certificate or associate degree holders among local citizens. In 2006, those having a diploma/certificate amounted to 210 000, while those with an associate degree surged to 

230 000. It should be noted that most of the new school places came from the newly established courses of associate degrees. It is natural for the fresh graduates to be given a low salary, dragging down the median salaries of the associate degree holders in general. Please refer to the table below for details:
	Highest Education Level Attained
	1996
	2001
	2006

	
	Number of Persons
	Percentage to Working Population 
	Number of Persons
	Percentage to Working Population
	Number of Persons
	Percentage to Working Population

	Diploma
	243 004
	4.8
	209 878
	3.7
	212 714
	3.6

	Associate Degree
	
	
	
	
	234 175
	4.0


（Source: C&SD, 2006 Population By-census: Summary Results, (Hong Kong: C&SD, 2007), Table 13, p. 42）

Problems of Associate Degree Education

3.5
The rapid expansion of post-secondary education is mainly achieved through the provision of self-financed associate degree courses. Students are required to pay not only the cost for the opening of the courses, but the administrative charges as well, resulting in a tremendous burden to the students. The former Chief Executive had set up this grand benchmark of 60% participation rate for post-secondary courses in Hong Kong out of the total number of population reaching the age of enrolling into a post-secondary course in 2000. The extra post-secondary school places had been mainly provided by the higher education institutions and other school sponsoring bodies. However, support from the Government had been minimal. On the contrary, the Government forfeited the subsidies to 13 high diploma programmes at the early stage, and simply encouraged the opening of self-finance associate degree programmes. In the past few years, the associate degree places have been rapidly increased and now amounted to over 20 000 places. While the quality of the associate degree programme, and whether the students could solely assume the education burden have been floated, the Education Bureau completed the “Stage Two Review of the Evaluation of the Higher Education Sector” in April 2008. Other than major proposals related to quality assurance, the Government, however, did not attempt a shift in the development strategies of post-secondary education. In view of this, the associate degree programme would continue to be run by the school sponsoring bodies under the means of self-finance.
3.6
In order to assist those in economic difficulties to finish post-secondary education, the Government has put in place a means-tested “Financial Assistance Scheme for Post-secondary Students” for the provision of financial assistance to needy students. The Scheme is to provide grants to cover tuition fees and low interest loans for living expenses. The Government has also set a Non Means-tested Loan Scheme to provide loans for students from better-off families, but a higher rate of interest would be charged. 
3.7
In fact, the fees for associate degrees are quite the same as with university fees. The annual fees for an UGC accredited bachelor’s degree programme cost about HK$42,000, and the fees for associate degree programmes of the four universities (i.e. the University of Hong Kong, Hong Kong Baptist University, the Hong Kong Polytechnic University, and Lingnan University) cost between HK$45,000 and HK$50,000.
 A two-year associate degree programme for Form 7 graduate costs over HK$90,000. Despite the fact that an associate degree student is eligible to apply for grants and low-interest loans from the Student Finance Assistance Agency, the household income limit is rather low—a three-member household with a monthly income of HK$19,000 is not qualified for receiving the grant and loan.
 These students could only rely on their parents to support, or engage in part-time jobs to relieve the burden with the families. For those applying for the non-means tested loan scheme, they would have to return the principal and interest after graduation. 

Personal and Family Burdens of Education Investments
3.8
The Government holds the view that loan repayment would not impose a heavy financial burden for the graduates personally. According to official statistics, the average accumulated loan of an individual borrower is amounted to HK$54,000. The monthly repayment would only be between HK$300 and HK$1,000 on average. The total number of students receiving over HK$100,000 of loans was slightly over 11,000 for the past five years.

3.9
The pressure for loan repayments for associate degree holders is not light. According to the statistics from the Student Financial Assistance Agency, out of the 20 000 associate degree students, less than 50% of them receive full subsidies or low-interest loans.
 Although those who are not qualified for grants and low-interest loans can apply for a non-means tested loans, they will have to pay an interest rate close to the market. The calculation of interest starts right from the disbursement of financial assistance, making the interest for non-means tested loans more of a burden to the students. For example, in the last academic year, the amount of interests that needs to be repaid by the associate degree holders is amounted to about HK$450 per month. It is expected that the principal to be repaid should be even greater. The interest burden arising from various loans schemes facing by the associate degree holders was as follows:
	Loan Scheme
	Academic Year

	
	Number of Accounts still owed to the Government
	Interest Income
（HK$ million）
	Interest Received by the Government  per Account （HK$）

	Financial Assistance Scheme for Post-secondary Students (FASP)
	5 091
	3.31
	650

	Non-means Tested Loan Scheme（For full time students who are covered under FASP）
	7 151
	39.10
	5468

	Non-means Tested Loan Scheme (For eligible students who are not covered under the Tertiary Student Finance Scheme and FASP)
	36 071
	78.31
	2171


(Source: "LCQ9: Applications for deferring repayment of student loans," (Annex 1), Press Release, 14, May 2008.)
3.10
Given that the Government refuses to subsidize associate degree programmes and requires the non means-tested loans schemes to operate on a full-cost recovery basis, these arrangements have imposed heavy burden of the recipients of the non-means test loans.    
· Besides of the repayment of loans, the borrowers will have to pay the interest in relations with “risk-adjusted factor” to cover the Government's risk in disbursing unsecured loans. In the academic year of 2006/07, the interests derived from the “risk adjustment factor” were amounted to about HK$47 million.

· An administrative fee of HK$260 has to be paid by the applicants for the non means-tested loan scheme, in which HK$180 is collected by the Student Financial Assistant Agency, while the rest of the amount-- HK$80 is to cover the cost of the institutions in which the students belongs.

3.11
Many people share the view that post-secondary education is conducive to personal growth as well as future career development. Therefore, it is “fair” to require the students of postsecondary education to pay the education costs. The unwelcoming fact is post secondary education is indeed very expensive in comparison with their salary level. The average monthly salary in their first job amounted to HK$9,100 only and therefore might face a heavy financial burden over the repayments exceeding HK$1,000 or above per month. Although these highly-educated persons are not facing the issues of hunger and absolute poverty, the issue is more on how much disposable income would have left to these graduates. To be specific, it would be important to appropriately delineate the level of personal responsibility on education investments against prospective income returns, and whether these “pre-middle class” is capable to live in a middle class lifestyle de jure. 
3.12
In some cases, the expenses of associate degree programmes might be assumed by the parents of the students.  It is more likely to happen in middle class families. A three-member family earning HK$19,000 per month or with an annual income of HK$200,000 is not qualified for the application of grants and low interest loans. These students might depend on their families for financial support. The learning and living expenses of associate degree students are closed to HK$80,000 per year. 
 It would add a heavy burden to those families with a monthly income of HK$20,000-30,000.      
IV.
Three Disadvantaged Groups:

Low-educated Youth, New-arrivals and Ethnic Minorities  
4.1
Many low-educated youths, the new arrivals and the ethnic minorities are suffering from high unemployment rate, low wages, living in poverty and some of them even rely on the Government for relief. Even so, they are in better position and with higher capabilities to improve their livelihood when compared with the elderly and the disabled persons. Therefore, it would be important to enable them to struggle with a brim of hope and eradicate poverty with a strong sense of self-motivation through enchanting them with the possibility of upward social mobility. 
A. Low-educated Youth

High Unemployment

4.2
The issue of the so-called “disengaged youth” (school-leavers and unemployed over the same period) has drawn community-wide attention in the past few years. As the local economy has been flourishing, the level of attention on the disengaged youth is getting lower. The statistics indicated, however, many school-leavers were still in a state of unemployment. Their basic living issues have by no means been resolved, let alone the opportunities for upward social mobility.  They might be dropped to the lowest stratum of the society, a disturbing situation merits further attention.

4.3
Although there were a GDP growth of 6% or over per annum in the past few years and an unemployment rate of 4% in 2007, a substantial number of youth is unable to share the results of economic prosperity. In 2007, the unemployment rate for the age group between 15 and 19 still reached 19.8%. The unemployment rate of the 20 to 29 age group was higher than the overall unemployment rate by 1%. Please see the table below:
	Year
	Unemployment Rate of Age Group 15-19
	Unemployment Rate of Age Group 20-29
	Overall Unemployment Rate
	GDP Growth

	1997
	10.0
	2.8
	2.2
	5.1

	1998
	20.4
	5.7
	4.7
	6.0

	1999
	26.8
	7.5
	6.2
	2.6

	2000
	23.7
	5.8
	4.9
	8.0

	2001
	23.4
	6.2
	5.1
	0.5

	2002
	30.7
	8.2
	7.3
	1.8

	2003
	30.1
	8.7
	7.9
	3.0

	2004
	26.0
	6.9
	6.8
	8.5

	2005
	21.8
	6.2
	5.6
	7.1

	2006
	21.8
	5.6
	4.8
	7.0

	2007
	19.8
	4.7
	4.0
	6.3


(Source: Self-generated tables from the C&SD website, <http://www.censtatd.gov.hk>)
4.4
Although the unemployment rate for the youth between 15 and 19 has dropped 10 percent when compared to the highest, the rate among the youth has not fallen along with the fall of the overall rate. Between 2001 and 2006, the youths aged 15 to 24 who have left school and are awaiting for employment maintained at the level of 20 000. The number of unemployed persons in age group 15-24 has dropped slightly, but has been totally written off by the growth from the age group 20-24.  See the table below:
	Ages
	Year

	
	2001
	2002
	2003
	2004
	2005
	2006

	15-19
	11 200
	11 000
	11 200
	10 800
	9 800
	9 900

	20-24
	9 100
	9 700
	10 400
	11 700
	11 700
	11 500


(Source: Commission on Poverty, Latest Situation of Indicators of Poverty, (Document Number: 10/2007), Annex II, Table 7)

4.5
It is likely that some changes will occur in youth unemployment in the future. The unemployment rate of age group 15-19 would be dramatically decreased due to the commencement of the new senior school system started from 2009. The Government has also promised to provide courses for Secondary Three students from the Vocational Training Council. The graduates of senior secondary education are around 18 of age. Hence, the number of job seekers in the respective age group is expected to fall dramatically. Whether these measures could improve the competitiveness of young people is too early to say. But judging from the above table, there was an upward trend in the number of unemployed who are between 20 and 24 in the past few years. The situation is therefore not optimistic. Vice Chairman of the Education Convergence HO Hon Kuen stated that the current nine-year free education system only emphasized on quantity but not quality. He also noted that various issues such as the adaptability of new senior secondary curriculum, the heavy workload of the teachers, the increasing severity in deviated behaviour of students, have not been addressed, which would adversely affect the full implementation of 12 year free education. The curriculum structure of the new senior secondary education system also shows that the “academic oriented” approach will be maintained, under which the needs of students with relatively poorer academic abilities will be neglected.
 It is unlikely additional years of education in grammar schools can incur their interests and motivation for learning. It is also uncertain whether the development of an alternative learning path as introduced by the Vocational Training Council would be effective or not. 

Financial Difficulties facing the Employed Youths

4.6
The salary level of many youth is very low indeed. In 2006, over 80 000 in the age group 15-24 received an income less than HKS4,000, doubling the figure in 1996, while the size of Hong Kong’s working population  has merely increased by 10% only. It is a question on whether they could use this level of salary for the achievement of self-sufficiency and economic independence. Their situation would be worsened when they need extra money for further studies. Please refer to the following table:
	Income from Main Employment (in HK$)
	1996
	2001
	2006
	Percentage of increase in 2006 compared with 1996

(%)

	
	Number of Youth Persons
	Percentage with total working population

(%)
	Number of Youth Persons
	Percentage with total working population

(%)
	Number of Youth Persons
	Percentage with total working population

(%)
	

	>2,000
	5 720
	1.4
	8 333
	2.1
	20 784
	5.4
	363.4 

	2,000-3,999
	33 288
	8.1
	53 719
	13.7
	64 341
	16.7
	193.3 

	4,000-5,999
	53 835
	13.1
	41 510
	10.6
	63 498
	16.5
	117.9 


(Source: C&SD, 2006 Population By-census Thematic Report: Youth, Table 6.6, p. 39)

4.7
The low salary of some young people is to do with the job nature. In recent years, the number of youths engaging in two traditionally low-paid jobs, that is “service workers and shop sales workers” and “elementary occupations”, rose significantly. In 2006, those worked as service workers and shop sales workers were amounted to 110 000, which have recorded a 30% increase compared with the same figure in 1996. The number of youths engaging in elementary occupations also rose by 19%.
 
	Occupations
	1996
	2001
	2006
	Percentage of increase in 2006 compared with 1996 (%)

	
	Number of Youth Persons
	Percentage with total working population
	Number of Youth Persons
	Percentage with total working population
	Number of Youth Persons
	Percentage with total working population
	

	Service workers and shop sales workers
	87 568
	21.0
	93 494
	23.6
	114 104
	29.4
	30.3

	Elementary Occupations
	46 918
	11.3
	62 066
	15.7
	56 045
	14.4
	19.4


(Source: C&SD, 2006 Population By-census Thematic Report: Youth, Table 6.4, p. 36)

4.8
The salary level of these two occupations has dropped tremendously. In the first quarter of 2008, the monthly median income of those engaged in elementary occupations amounted to HK$5,000 only, slightly higher than the level of 2006, but lower than HK$5,500 in 1996. The monthly median income from main employment for the category of “services workers and shop sales worker” was only amounted to HK$8,000 in the first quarter of 2008, lower than the same figures in 1996 and 2006. See the table below: 

	
	Median Income from Main Employment (in HK$)

	Occupations
	1996
	2006
	2008 
(First Quarter)

	Service workers and shop sales workers
	8,500
	8,500
	8,000

	Elementary Occupations
	5,500
	4,900
	5,000


(Source: C&SD, 2006 Population By-census Main Report: Report One, Table 5, p. 131; C&SD, Quarterly Report of Employment and Vacancies Statistics, 2008, p. 63). 
4.9
Being lack of working experience, young people that have just entered the job market used to be rewarded with low salaries. It should be considered as an alarming issue that these low-skilled jobs would not provide young people a path of upward social mobility. In a nutshell, the chance of upward mobility for the low-educated youths is getting narrower and narrower. 
Go Beyond Academic Education 
4.10
The education system in Hong Kong has been widely criticized for its over-emphasis on the training of academic abilities, but ignoring other potentials of the students. The school system has been too homogenous, characterized by the predominance of the grammar schools. In view of the challenges of globalization and the drive for a knowledge-based economy, the importance of academic abilities has been exacerbated further. Local school system has become more “academic oriented” and placed a lesser degree of attention on the incubation and developments of non-academic potential of the students. Moreover, the call for the development of multiple talents in education had been put aside, following the fading out of the education reform issues in the public agenda. It is widely known by the education sector that nurturing sports or musical skills would be conducive to the development of multiple talents. The training in sports and arts would help in nurturing a sense of success, and for the building of a positive working attitude. However, many parents generally hold the view that these non-academic skills would not add value to the career prospects of their children. They are also concerned that greater effort on non-academic activities would further dampen the academic performance of their children and could not be able to make both ends meet. Their concerns are indeed legitimate, and should be addressed with a positive manner. Should the predominance of the homogeneous “academic oriented” approach be reviewed  in local education system, there would be room for the development of more diversified education objectives, and, would then be able to revamp the education system from creating a group of “losers”. 

B.
New Arrivals

Successful Eradication of Poverty?  
4.11

Between 2005 and 2007, there were 2 064 new arrivals from the Mainland having resided in Hong Kong for less than 7 Years (hereafter the “new arrivals”) had been granted the Comprehensive Social Security Assistance (hereafter CSSA) under the discretion of the Social Welfare Department. 
 The number of new immigrants in need should be much greater than the reported figure. In 2002, there were 69 345 new arrivals who were CSSA recipients, constituting 26% of the total number of new arrivals.
  The reason for the substantial fall of CSSA cases is largely due to the tightening of eligibility requirements of CSSA in 2003 under which the new arrivals arriving in Hong Kong for less than seven years would no longer be eligible. Such a move has effectively “swept the issue to the bottom of the carpet”. Under the old criteria, there were tens of thousands more who were eligible CSSA recipients. Distorted by the new requirements, the reported cases would no longer reflect the actual needs of the new arrivals. It should be noted that those who were qualified for receiving CSSA before the policy change are those with genuine needs. In most cases, the lengthening of their residence in Hong Kong would not improve their standards of living significantly. Hence, the number of new arrivals which would have qualified for social security should be much more than those who are receiving it currently. The Government has always claimed that Hong Kong is a caring society. It is totally intolerable for so many people struggling in poverty.  
Struggling in Low Salary, Low-level Jobs
4.12 It is important to note that many new arrivals are supporting their families from their hard work, and are able to sustain the hardships. However, their salary level is far below the overall working population of Hong Kong. 
· In 2006, 70.5% of the new-arrivals have a main employment income of less than HK$8,000, while only 35.3% of the overall working population stood at that level of salaries in 2006.
· In terms of the median monthly income from main employment, the new arrivals stood at HK$6,000 in 2006, far below the figure of the entire working population which was amounting to HK$10,000.
· There is no strong correlation between the change of the salary level of the new arrivals and their length of residence in Hong Kong. In 2006, as many as 71.4% of new immigrants who stayed in Hong Kong between five years and less than seven years had a monthly salary of less than HK$8,000. The proportion is higher than those who stayed here between one and three years in a narrow margin, but lower than those who stayed for three to five years. The details of the breakdown are as follows:
Persons from the Mainland Having Resided in Hong Kong for Less Than 7 Years (%)
	Income from Main Employment (in HK$)
	Duration of Residence in Hong Kong (Years)

	
	<1
	1-<3
	3-<5
	5-<7
	Total

	<2,000
	2.2
	3.1
	2.9
	3.6
	3.2

	2,000-3,999
	11.4
	13.7
	11.4
	10.6
	11.5

	4,000-5,999
	27.0
	28.0
	31.7
	28.1
	28.9

	6,000-7,999
	21.5
	25.1
	27.0
	29.1
	26.9

	Under 8,000
	62.1
	69.9
	73.0
	71.4
	70.5

	8,000-9,999
	11.6
	11.0
	11.7
	12.6
	12.0

	10,000-14,999
	11.9
	9.7
	8.3
	9.3
	9.4

	15,000-19,999
	7.0
	4.9
	3.0
	2.4
	3.6

	20,000-29,999
	4.2
	2.6
	1.7
	2.4
	2.4

	>30,000
	3.2
	2.0
	2.2
	1.8
	2.1

	Monthly Median Income from Main Employment 
	6,500
	6,000
	6,000
	6,000
	6,000


(Source: C&SD, 2006 Population By-census: Thematic Report: Persons from the Mainland Having Resided in Hong Kong for Less Than 7 Years, (Hong Kong: C&SD, 2007), Table 6.7, p. 43)

4.13 Similar to the youths in employment, the new arrivals are mostly engaged in jobs requiring fewer skills. In 2006, 37.7% of the new arrivals were employed as “service workers and shop sales workers” and another 31.7% engaging in “elementary occupations”. These figures for the working population as a whole in Hong Kong were 16.4% and 18.8% respectively.

4.14 Not only the low salary level will affect the personal finance status of the new arrivals, it also affects the standards of living of the whole family. In the past ten years, the household income of the new arrivals has recorded a declining trend. Their median income had declined from HK$13,000 in 1996 to HK$12,000 in 2006, which was decreased by 7.7%. The median income of the new-arrivals households only constituted 69.6% of the median household income from all households. Moreover, the family size of the new arrivals (3.6 persons per family) is larger than the average household size (3.0 persons per family). It is because members of these families tend to reunite and living together.  In many cases, the average number of dependents that the new arrivals would have to raise is much greater than the average family in Hong Kong but with lesser amount of monthly income. It is obvious that these families will have to face a more substantial economic pressure.      
Integration in the Mainstream Society without Full Adaptation
4.15
It is natural for the new arrivals to require some time to get used to living in Hong Kong,. With a better facilitation of their new life in Hong Kong, it will help bring a smooth transition. The Government, however, primarily invites non-governmental organizations to provide a limited amount of services for the new arrivals to help adapt the lives in Hong Kong. For instance, the International Social Services has established a service counter at the Lo Wu Control Point, and provide consultation services at the Personal Registry of the Immigration Department.
 With the financial assistance from the Education Bureau, adoption courses are currently provided by non-governmental organizations for children of the new arrivals to help them to catch up the academic standards in Hong Kong, as well as to provide briefing on the socio-economic conditions of Hong Kong.
 On the Government side, the Home Affairs Department has issued a “Service Handbook for New Arrivals” for their reference. Without tailor-made briefings for the adults and mainly relying on their relatives only for receiving information on Hong Kong, it would be difficult and inconvenient for the new arrivals to learn about the basic information on living in Hong Kong.
4.16
It could be problematic for some new-arrivals in seemingly “simple matters” like language communications. The results from a government survey conducted in 2006 indicated that as many as 23.8% of the respondents only understood “a bit” or had no knowledge of Cantonese.
 Based on the estimations from this proportion, there might be as many as 40 000 new arrivals facing a barrier in language communications of a substantial scale.
C.
 Ethnic Minorities
4.17
The underprivileged sectors among the ethnic minorities in Hong Kong are primarily of Pakistani and Nepalese origin. In 2006, the monthly income from main employment of the Pakistani and Nepalese stood at HK$9,000 and HK$8,500 respectively. Furthermore, 64.9% of the Nepalese and 56.7% of the Pakistani living in Hong Kong had a main income of employment of less than HK$10,000.
  
Language Barrier
4.18
Many of them shared the problem of language communications as well. Only 13.5% of the Nepalese and 22.4% of the Pakistani population have adopted either Cantonese or English as their “usual language”, according to the figures from the 2006 Population By-census. Their problems in language communications are further aggravated as 56.4% of the Nepalese and 62.4% of the Pakistani are not born in Hong Kong.

4.19
The ethnic minorities studying in publicly-funded schools or schools under the Direct Subsidy Scheme appeared to suffer from lesser opportunities in entering local institutions of higher education. In the academic year of 2006/07, only six students of ethnic minorities studying in these schools were awarded places in the first year undergraduate programmes funded by the University Grants Council,
 which accounted for merely one percent of all students of ethnic minorities. According to the report from Hong Kong Unison, an advocacy group on the protection of the rights of ethnic minorities, students from the ethnic minorities are facing tremendous difficulties in dealing with Chinese language courses, which discouraged them from learning and subsequently resulted in their low enrollment rate to the post-secondary educational institutions locally.
4.20 
Hence, Hong Kong Unison has called for the Government to provide a second curriculum in Chinese for non-Chinese speaking students. In January 2008, the Government has released a consultation document entitled “Supplementary Guidelines to the Chinese Language Curriculum for Non-Chinese Students”. The aim of the proposals in the Supplementary Guidelines is to arouse the interests of students, and to match different teaching arrangements with different levels of abilities in learning by segmenting the structure of the curriculum into different stages. In response, Hong Kong Unison has raised a number of concerns on the draft version of the Supplementary Guidelines, including:

· The over-emphasis of “integrated learning”, that is, non-Chinese speaking students would be required to “integrate in the (ordinary) Chinese lessons”, and to learn the same Chinese language courses as the local students. Through extra-curricular activities outside the classroom, the non-Chinese speaking students are expected to integrate into mainstream Chinese lessons, and to attend classes with the local Chinese students. Hong Kong Unison regarded that the move failed to address the difficulties in Chinese language learning facing by the students of ethnic minorities.  
· Out of 180 schools accepting non-Chinese students, only 19 designated primary and secondary school have been provided extra funding and support by the Government.


The Education Bureau does not concur with the remarks from Hong Kong Unison.
 

4.21 It is obvious that the problems faced by non-Chinese speaking students in Chinese language courses are a reflection of the education issues in Hong Kong. Integrated class placements between the ethnic minorities and local Chinese students are basically derived from the concept of “integrated education”. The lack of special education policy on “Chinese as the second language” is in line with the existing practice of the absence of a special policy for “English as the second language”. Many problems in education could trace their origins back to the structural problems of the over-emphasis on uniformity. To solve the problem of the learning of Chinese language faced by the non-Chinese students, it would be crucial to review the rigid management principles simply for the sake of management convenience, and to introduce institutional reforms for a new system that could cater for the needs and abilities of all students.

V.
Difficulties of the Creation of Businesses and the Plight of SMEs 
5.1
As suggested in the survey on the self-perception of social classes, some people in Hong Kong with primary level of education were comfortably regarded themselves as middle class or even in the upper class. It might be due to their asset and wealth, or even their lifestyle. After all, besides earning one’s wealth through employment, many hopes their standards of living could be better after launching their businesses. Whether local business environment is favourable to the establishment of new businesses and the sustainability of the small and medium-sized enterprises (hereafter SMEs) also affect the scope of social mobility. Various indications have suggested that the business environment and prospects for the SMEs is deteriorating. More strikingly, it has been suggested that many government policies have been the main culprit leading to the difficulties faced by the SME currently. Whether the low educated young people could ascend to a higher status in the society in Hong Kong, the so-called “city of opportunities”, merits greater attention. 

Shrinking SMEs
5.2
“Starting from zero” appears to be the most common way of starting up new SMEs and the proprietor has to work in hardship for developing its business. Out of the various kinds of enterprises, the capital requirements for small sized retail and restaurants, small and medium-sized exports and imports firms are comparatively low. Hence, the fluctuation in the numbers of the SMEs and the employed persons working in respective companies could act as the barometer of the prevailing business environment. According to the relevant information, the local market situation is far from satisfactory. The following information suggested the developments of the SMEs were not in line with the GDP growth which recorded a 6 percent increase in four consecutive years:

· The number of enterprises having less than 50 employees dropped from 168 316 in 2001 to 154 100 in 2006, a reduction of 9.2%. 

· The number of retail and catering enterprises having less than 10 employees constituted 88.58% of the total in 2001 but down to 87.35% in 2006.

Management Models of “Managerial supremacy” and “Administrative convenience” 
5.3
The economic rebound in recent years has failed to create a better business environment for the SMEs. It is surprisingly that the means of governing has significantly reduced the room of development of the SMEs, probably due to the mentality and attitudes of the “administrative convenience” and “managerial supremacy” which has been prevailing in recent government policies. Although the civil service in Hong Kong is known for its high level of administrative efficiency, the Government and the public administrative system sometimes would be too embedded to dogmatic rules and regulations. In some cases, it would arbitrarily reduce the regulatory scope to minimize the administrative and managerial duties, despite the outcome of other defects. Moreover, the emerging new public management model attaches greater importance on economic efficiency and adopts the values and means in the business and market arenas in public administration. The importance of management has been exaggerated as the key of success for dealing with different issues. Under the influence of such model, the tasks of public policy has been forcefully simplified and in many cases being overridden by the means of management. These two mentalities of thinking have steered the directions of social and economic policies and adversely affected the living space of the SMEs. The emergence of the unfavourable environment for the SMEs could be illustrated through the rental policies of the commercial premises of the Housing Authority and the hawkers control policy of the Food and Health Bureau.
Market Driven: Rental policies of the commercial properties of the Housing Authority
5.4
In recent years, the Housing Authority has strived for better performance through revamping its strategies in rental policies of the commercial properties, as its performance was far from satisfactory. The new rental policies are characterized by the adoption of a “market-oriented” approach. Additional effort has been made on the realization of the business potential of the newly-built retail space by following the examples of the private sector on trade mix, mall design and marketing in order to reduce the vacancy rate of the retail space in public housing estates. The new strategy will be substantiated into three benchmarks of performances, that is: the occupancy rate of the retail space, the level of operational expenses and the level of rent overdue. A “risk management plan” was put in place for the implementation of the relevant strategic positions, and to implement the action plan after the risk factors have been considered:
· To secure more brand name stores in a bid to enhance the popularity of the malls;

· To commission independent consultants to provide expert advice on detailed design and marketing strategies in light of a market-oriented approach;

· To tap private sector experience in trade mix and mall; 
· More proactive measures in rental policies.

5.5 What would be the way forward of the rental space and the shopping centres in public housing estate. A historical review could provide some insights. The business premises in the older housing estates are mostly located at the base podium of the estate and neighbouring areas. Wet markets allow the residents to purchase fresh meat and vegetables in a more convenient means. In order to reduce the disturbances to the residents, shopping centres were then built outside the residential blocks in the housing estates constructed in the latter stage. Most ground-floor shopping spaces have disappeared when the public housing estates were reconstructed. These shopping centres still constitute in two parts: retail space and wet markets. They play a significant role in meeting the basic needs of everyday life of the residents. For example, the shopping centre in Lai Yiu estate, which was constructed in 1977, includes a variety of shops ranging from restaurants, supermarkets, clinics, hairdressers, stationery shops, electrical appliances shops, grocery shops, medicine, cosmetic shops, to clothing and footwear shops. The wet markets have 44 stalls selling all kinds of dry and wet goods.
5.6 Under the new operational culture of the new business premises, the rental policies of the shopping centres have been transformed. The design and tenant mix of the three brand new shopping centres currently open for rental, that is, the Choi Ying Place in Ng Tau Kwok, the Tin Ching Shopping Centre in Tin Shui Wai and the Ching Ho Shopping Centre in Sheung Shui have substantially reflected the commercial strategies on new business premises. The details are illustrated in the table below:

	Name of Shopping Centre
	Size of a single Super-sized Shop (m2) and its ratio to the total floor area of the shopping centre
	Number of Shops
	Total Floor Area of the Shopping Centre (m2)

	
	Supermarket
	Fast Food Restaurant/
Food Shops
	Restaurant
	
	

	Choi Ying Place
	776(72.1%)
	196(18.2%)
	－
	5
	1 075

	Tin Chung Shopping Centre
	771(54.7%)
	256(18.1%)
	－
	8
	1 407

	Ching Ho Shoping Centre
	845(35.4%)
	255(10.6%)
	434(18.2%)
	16
	2 386


(Source: "Shopping Centres Coming Soon,” web page from the Hong Kong Housing Authority, <http://www.housingauthority.gov.hk/b5/commercial/shoppingcentres/openingsoon/0,,,00.html＞)
5.7 Based on the above table and relevant web pages, the characteristics of the new shopping centres in public housing can be summarized as follows:
· “One shop for each type in each estate”: In principle, there is only one shop for each types of shops, most of them are running as a monopoly in their business sector;
· “One shop fits all”: Opening of large-sized or even “super-sized” shops which occupied 30 to even 70 percent of the total floor area of the shopping centres;
· The wet market stalls were excluded in the shopping centres. Hence, the supply of freshwater fish, meat and vegetables to the residents were monopolized by the supermarkets;
· The new shopping centres lack small-scaled shop spaces;
· The chain stores and business conglomerates have monopolized the supply of basic needs of the public, including supermarkets, fast food restaurants and convenience stores.
5.8 As medical clinic, convenience store and the office of the management company is a standard feature in every shopping centre, that means there is no room for other type of shops in Choi Ying Place. The choices in Tin Ching Shopping Centre are very limited too. Only the Ching Ho Shopping Centre has more rental space for greater varieties of businesses, as it has seven retail shop spaces: two are 150 square meters, the size of the other five varies between 35 to 85 square meters which are quite large indeed. It is obvious that the choices of the residents are constrained by the number of shops. Comparatively speaking, the older style shopping centres like the shopping centre in Pat Tin Estate have had greater number of shops. Although the floor area of the shopping centre is merely 2,000 square meters, it has 14 rental spaces, 69 market stalls and four cooked food stalls. The size of the shopping centre is smaller than the Ching Ho Shopping Centre, but it has much smaller rental spaces for a variety of tenants. This has to do with the design of the shopping centre and its rental policy. In addition, the residential blocks in the Pat Tin Estate has another 32 business spaces and 12 business stalls.
 Hence, the residents of the estate have a much wider choice of products and services to meet their daily needs. 
5.9 The major changes in business environment of the shopping centres in public housing are attributed to the emergence of “super-sized” supermarkets. These “super-sized” supermarkets used to occupy as much as 750 square meters of the rental space. For instance, the floor areas designated as supermarkets accounts for 70% of the total rental spaces in Chong Ying Place, and 35% of the larger sized Ching Ho shopping centres. More importantly, it has been the commercial strategy of the Housing Authority to “focus on securing chain store tenants with a view to establishing long-term relationships”.
 For the sake of convenience in management, it is much easier to negotiate the terms on business properties with a single super-sized proprietor. Larger sized rental spaces would reduce the supply of shops or stalls significantly to around 10.  By the same token, securing chain store tenants will help to “simplify” the negotiation process. Moreover, the “one shop fits all” policy can reduce a substantial amount of management costs, as the larger store space could reduce number of individual shops and subsequently the management costs. The monopolistic status enjoyed by the shops can minimize competition which would help to lower the vacancy rates. The source of income will be more reliable as the big tenants from large corporations will be an impetus to a low rate in rent arrears. All of these are not only conducive to the realization of management benchmarks, they are also in line with the principle of “facilitate a more convenient means of management” in general. 
5.10 The new policies on commercial premises have generated a “new” business model which is similar to the “high population flow, high returns” model in the private sector. Given that the shop spaces are leased out in market rate, the Housing Authority bears the responsibility to provide the greater amount of customers and therefore artificially restricts one shop of the same type in each shopping centre. Hence, the rental policies of “One shop for each type in each estate” and “One shop fits all” become the predominant policy. Previously, the scale of the store spaces is small and with basic renovations only, but the rents are less expensive and the goods and services are cheaper. The new shopping centres are better renovated but their rents are correspondingly higher. Their relatively high costs have indirectly raised the barrier of market entry, discouraging the residents from starting up businesses of their own in their estates. The prohibition of hawkers in public housing estates is based upon the principles for management efficiency too. Such a move not only protects the interest of the rent-paying shops, it also helps to solve the hygiene and order issues arisen from hawkers too. 
5.11 It is uncertain whether the Housing Authority had assessed the impact arising from the new rental policies on commercial properties towards the residents. The media and the Consumer Council have recently exposed the malpractice of supermarkets in price fixing. Making use of their monopolistic position in public housing estates, the supermarkets have no pressure to cut price and therefore can maximize their profits. Under the policy of “One shop for each type in each estate” and “One shop fits all” and most of the basic needs in daily life has to be bought in the neighboring areas, it would be difficult to travel long distance for price comparison. Without a wet market, the economically difficult residents could not take advantage of the evening timeslots to purchase slow-selling goods and food at a discount rate. The residents in public housing estates are unfavourable in bargaining power and would have to rely on big conglomerates on basic necessities. They are particularly vulnerable in view of the inflationary pressure as there are only limited numbers of alternatives to cut living expenses. Although the newly public housing estates have much better design in its facilities, the level of affordability of the residents appears not to be a matter of concern.
5.12 The new rental policy of the Housing Authority also triggers off negative impact on social mobility. The shopping spaces of public housing originally provides a good venue for the grassroots to open their businesses as only a small amount of capital will be required to engage in some small businesses, for example grocery stores, stationery shops, barber shops and beauty parlours. They could even manage a stall in the wet market. The operating mode of small sized individual store is very popular in old public housing estates. It is particularly ideal for people of low skills and low education to allow them in laying a path for self-survival. Under the old business model, there are bosses operating small businesses among the residents in public housing estates, apart from salaried employees. There are only a few shops operating in new housing estates, and the shops are quite large. Such an arrangement has tremendously undermined the business opportunities for the residents of public housing. The new rental policies of business premises have further reduced the job opportunities. The residents of public housing estates would have to compete for the limited amount of retail or low-skill jobs in the shopping centres or to engage in estate management or cleaning jobs, and therefore lowering the salary level of these employees. 
5.13 In a nutshell, the negative impacts of the new business models of the Housing Authority in running its business properties can be summarized into three aspects: 
· High level of spending: Without the individual shops and the wet markets, the spending level of residents in public housing estates for basic needs is forced to be the same as other classes of the population, hence they could not save on living expenses. 
· Lack of job opportunities in the surrounding areas near the housing estates, except those in the shopping centres, resulting in a low salary level of the employees. 
· Monopolization of business spaces by the large-scale conglomerates in those shopping centres has reduced the chances for creating small businesses to the minimal and adversely affected the means of social mobility.  

B. Hawkers Policy

5.14
From the viewpoint of the Government,
· Hawkers control is a management issue. The Secretary for Home Affairs emphasized in a Legislative Council meeting on late 2007 that it was the longstanding policy on hawkers that great effort should be paid to keep illegal selling activities to the minimum, and to properly manage the selling activities on the streets, so as to reduce the disturbances caused by the street selling.

· Street hawking is also related with the issue of fair competition. The Secretary for Home Affairs suggested in the same speech that street selling of goods caused unfair competition with the shop and market stall leases who pay rent for their trading premises.
· Hawking activities would cause environmental hygiene issues. The Secretary for Home Affairs suggested in May 2008 that while hawking activities could bring about some employment and small business opportunities, the policy on hawker licensing did not originate from welfare concerns or on the alleviation of poverty.  The upcoming policy review would primarily focus on the perspective of environmental hygiene.
   

5.15
It has been a longstanding policy of the Government in regulating and restricting the growth of hawkers. The two former municipal councils had stopped issuing new hawker licences since the 70’s. Stringent control has also been exercised on the succession and transfer of hawker licences. In sum, hawker licensing policy is an excellent showcase of the principle of “managerial supremacy”.
5.16  The Government has commenced the review on hawkers policy recently, suggesting a limited relaxation of the hawkers licensing with a view on developing diversified hawking and safeguarding environmental hygiene. Major policy proposals include: The issuance of limited number of fixed-pitch hawker licences to complement with the empty stalls in open-air hawker bazaars, and new licences for “small ice-cream vendors” [formally known as Itinerant (Frozen Confectionery) Hawker Licence] and “ice-cream van” [formally known as Itinerant (Mobile Van) Hawker Licence]. However, the Government maintained that “the number of hawker licenses shall remain unchanged” and to impose strict control on illegal mobile hawkers,
 and to play a passive role in the development of open-air bazzars.
5.17  Although the Government has become less stringent in its hawkers policy, the policy proposals are trivial adjustments rather than a major shift of policies. The Government had no intention to facilitate the transformation of hawkers businesses into a positive component in socio-economic development. A number of issues have been floated from the course of the review, including:

· Interpretation of the issue: The Government refused to acknowledge the origin of hawkers as an issue concerning poverty and unemployment;

· Wrong designation of the issue: Hawkers are perceived as target of management control, and not a sector to be supported or nurtured. The Government reiterated that hawker licensing would not be positioned as a measure of poverty alleviation;

· Displacement of responsible department: The review is undertaken jointly by the Food and Health Bureau and the Food and Environmental Hygiene Department. It is natural for these departments to treat environmental hygiene as the focal point of the review, rather than adopting an economic/social policy angle. 
5.18   The policies concerning hawkers are therefore in strict adherence towards the principles of “managerial supremacy”, resulting in the following specific issues:
· Freeze in numbers of hawkers: The Government indicated that by 31 March 2008, there are 6 513 fixed-pitch hawker licences across the territories, of which over 95% are spreading in Hong Kong Island and Kowloon. There are only 248 fixed-pitch hawker licences in the New Territories. Among them, over 50% (139) are located in the Tsuen Wan District, and only a few are located in the North District, Shatin, Sai Kung and the Islands Districts.
 There are currently 590 itinerant hawker licences at present, with 329 located in the urban areas, and 261 located in the New Territories.
 Although it makes perfect sense of the halting the growth of hawkers in the already crowded urban areas, the arguments for disallowing additional hawkers in the New Territories, however, is not substantial.       
· An inappropriate “across-the-board” approach: As the business types of hawkers are diversified, it would be fairer to distinguish the criticisms against hawkers in a micro perspective. It would be advisable to re-issue of licences by business types besides the licences on cooked food. This policy is a product of the adherence of the principles of “administrative convenience”;

· “Bleaching of streets”: The rigidity of “managerial supremacy” would lead to a banishment of anything in the street. By so doing, the streets would be clean and tidy but the vibrant street would have been lost.
5.19 It is well-known that street hawking provides job opportunities and cheaper goods. However, the Government continues not to acknowledge their contributions and make the CSSA recipients to compete for the low level jobs in a fiercely competed job market. Rather than “forcing” the general public to enter and rely on social security, the Government has refused to relax its stringent policy in hawkers management. Under the policy-making system based on a fragmented means of governance, the governing principle of “for the People” has lost its edge and overshadowed by the lower level principle of “managerial supremacy”. The grand vision once highlighted by the Government is nothing but “all talk and no action”.
5.20    As there is little room for the poor to make their ends meet through engaging in hawking businesses; they would be in prolonged unemployment and the chances for achieving wealth accumulation looks slim. If self-support and self-reliance is no longer an achievable goal for the underprivileged, let alone the creation of upward social mobility. In sum, it would no longer be possible for the lowly-educated to achieve upward mobility by engaging hawking businesses in the future.

Other examples
5.21    The licensing system for private driving instructors is another typical example of “managerial supremacy”. The Transport Department has stipulated that the number of licences for the instructors of private car and light goods vehicle should stand at 1050, and that when the figure lowered to below 90% of that number, qualifying examinations would have to be conducted. But the Government has not conducted such examinations since 2002, and there are now 690 valid licences for private driving instructors only.
 The main beneficiary for the suspension appears to be the driving schools, which are operating in a substantially larger scale. This could be explained by the two principles of “managerial supremacy” and “administrative convenience”. It is a fact that the on-street driver tutoring would occupy road spaces and cause inconvenience to other road-users or even traffic congestion, although most lessons are required to conduct in the non-rush hours. From the perspective of traffic control, driving schools appear to be a more preferable option than the private driving instructors. Hence, the underlining principle of the licensing policies of private driving instructors and hawkers are similar to each other. Under the general principle of “bleaching of the streets”, there would be little room for the poor to struggle for survival and the path of upward mobility become narrower.      
5.22 Another example lies on the urban renewal policies: The Urban Renewal Authority pays little attention to the revitalization of old businesses being moved out from the redeveloped areas. Their primary concern is to obtain the premises through compensation to the business owners. It seemingly does not mind the fading away of the traditional sectors operating in the redeveloped areas, nor does it concern with the issue of the livelihood of the workers as well as the owners. The Government is also pleased with the current practice of urban redevelopment as there is no need to tackle the problems arising from the reconstruction process. This appears to be another prime example of “administrative convenience”. In fact, the Urban Renewal Authority has been keeping on “cloning” shopping centres, commercial premises and podiums. Due to the continuous upsurge in values of properties, the street stalls of new premises could no longer accommodate traditional business sectors, and therefore further undermine the room for the SMEs to revive.     
VII. 
Conclusions and Recommendations
6.1
Social mobility is essential towards the creation of social harmony. There is general view that the opportunities for social upward mobility are narrower than before. Further deterioration of social and economic environment might add fuel to the emergence of social instability and therefore merits greater attention. It is important for the Government to position social mobility as one of the visions for the future development of Hong Kong, together with concrete policy measures. To this end, more effort should be paid to provide the youths, the grassroots, and the under-privileged with more opportunities. It should be incorporated as a key policy objective of the Government, and all policy measures must be made complementary with it. In a bid to provide references for the society and the Government, the Professional Commons has mapped out a set of forward-looking policy recommendations in relevant policy areas.      
Basic Principles
6.2
We believe that social mobility is conducive to the healthy development of the community and the Government is capable of creating an environment favourable for the creation of social mobility. We therefore recommend the Government to take into consideration of the following principles in mapping out the future of Hong Kong:

· Facilitating the opportunities for the young people, the grassroots and even the underprivileged for upward social mobility;

· Relieving the burden for personal and family on education for the accumulation of wealth;

· Creating a favourable environment for SMEs so that less educated people can have an alternative means of wealth creation.
Comprehensive Review of the Policy on Subsidies to Associate Degree Programmes

6.3
It is obvious that the popularization of post-secondary education can help more youngsters to improve their standard of living and even their social status in the long term. However, the education expenses might incur a substantial financial burden towards the students and the families as well. Should the debtor were the student himself, their financial sustainability would be at risk as they would have a low income during the earlier stage of work, and in a life stage in which the personal expenses were especially high, for example on social expenses, marriage, giving birth. It is, of course, a matter of personal choice on lifestyle and consumption patterns. Considering that they would be the central force in the society, the Government should provide an appropriate level of relief, so that they do not need to spend all their efforts to pursue a quality middle class life. In view of this, the Professional Commons recommends the Government to review the policies on the subsidies towards post-secondary education, and the provision of relief measures in the short-term, as a means to relieve the pressures of the potential middle class. It is noteworthy that many middle class parents have proactively bear the costs of the expenses of their school-going children and are under tremendous financial pressures, as their children are not qualified to obtain government subsidies.
6.4   There are other criticisms against the subsidy policies related to associate degree programmes, including:
· Only 18% of youngsters would be entitled to attend government-subsidied university places while the associate degree programmes are basically self-finance courses. It is unfair to those attending self-finance courses;
· The high costs in higher education are forcing the students to sought to lending to cover the expenses, or incurs a significant financial burden in the long run;
· Not only would the facilitation of higher education could add value for the students personally, it would also enhance the competitiveness of the human resources of Hong Kong as a whole. The Government therefore shall bear the responsibility to cover part of the costs.  
· The Government always claimed that “education is a form of investment”, but mere talk is cheap. The Government should act what it is preaching, and to support the students to raise their academic qualifications through the provision of tangible measures.

6.5   The Professional Commons is of the view that the Government should review the policy on subsidies to associate programmes in the near future. The specific areas for reviews are as follows:
· To increase the areas of subsidies to the institutions of post-secondary education, so as to raise its effectiveness on teaching and reduce students’ financial burden;
· To rebate half of the fees for the graduates of associate degree programmes, as an affirmation and responses for their pursuit of self value-adding exercises. The rebate could be provided in the form of repayment of loans in the name of the Government. This could relieve their pressure for repayment. 
6.6
As a full review would be an enduring process, the Government should provide relief measures in the near term to alleviate the financial burden of associate degree students as well as their families. Detailed suggestions are as follows:

· Waive the interest arising from the use of risk adjusted factor in non-means test loans, these amount accounts for HK$50 million of interest collected;
· Provide a tax allowance, namely the “Post-secondary Education Allowance”, which amounted to HK$80,000 per student, to the parents having children studying in self-finance post-secondary programmes, but are ineligible in receiving post-secondary education grant. Should a more extensive subsidies be provided to the students, the Government can abolish such tax allowances;    
· Exempt the interest for non-means test loans while the students are studying. The starting time for the calculation of loan interests shall only commence after the student graduates. In order to encourage an earlier repayment of loans, we do not oppose to raise the annual interest rate gradually towards the market level. This relief measure would cost the Government HK$50 million of interest collected.

· Waive the processing fee for the application of non-means test loan.
“One Person, One Sports, One Fine Arts” 
6.7
“One Person, One Sports, One Fine Arts” means the building of interests and aspirations towards one sports activities and one fine arts subject. It is by no means a new conception and the education sector is well informed about it. Unfortunately, such important aspect of learning is merely confined in the form of extra-curricular activities. We are of the view that through the implementation and incorporation of “One Person, One Sports, One Fine Arts” Scheme in the school curriculum of Hong Kong schools, it would help incubate multi-dimensional talents, and possibly facilitate an alternative career path for those who may not reach their potential in the traditional academic training. Other than the advantages in education and personal development, the crux of success of the policies lies on the fulfillment of sustainability, specifically, whether it would be possible to ensure the students for the achievement of “making both ends meet” through the pursuit of a career in sports and fine arts.
· The scheduling, design and organization of the training of sports and fine arts would be untaken by the school administration. Skill training should mainly outsourced to professional coaches or teachers in sports and fine arts in the community. As the size of the students has dramatically increased, the demand for coaches and teachers in the two fields would be significantly increased. Today’s students could be tomorrow coaches and teachers in sports and fine arts. They would be an important sector in Hong Kong.
· When the individuals build up an interest on a particular means of sports and arts activities, they would incur consumption in respective areas. In the long term, it would facilitate the development of both the sports and the fine arts sectors in Hong Kong. 
· It would also facilitate the creation of talent pools for the sports and the fine arts sector, and would in turn creating job opportunities as a result. 
Chinese Language Policy of Non-Chinese Speaking Students

6.8

Basically we shared the views of the Hong Kong Unison concerning the provision of a tailor-made Chinese language curriculum for non-Chinese speaking students. Details of their proposition are as follows:

· The Education Bureau should formulate a language education policy of “Chinese as a second language”, for the formulation of a specific Chinese language programme for non-Chinese speaking students;

· Designing a stage-by-stage evaluation and benchmarks for assessment for non-Chinese speaking students;

· The Education Bureau should sponsor in writing and publish language textbooks and teaching materials targeting the ethnic minorities;

· The provision of additional support in finance and human resources for all schools enrolling non-Chinese speaking students.

Designation of Class in accordance with Ability in Chinese Language 
6.9
The provision of new Chinese language curriculum should be complemented with a flexible designation of classes in accordance with the language ability of students in ethnic minorities. Specialized timetables for Chinese language lessons shall be designated in a way similar to the practice of “remedial” classes of placing students with poorer abilities in individual subjects. It is simply more flexible but could take care of the differences in the language ability of the students. Should the Government insist on adopting “integrated education model”, it would be necessary to have the Chinese language class for the students of ethnic minorities in small class. Such an arrangement is more demanding in resources which require the Government to inject more funding in the remedial work but the Government would have no excuse in not to provide additional resources.   
6.10
The Government should consider the adaption of “affirmative action” to facilitate the students of ethnic minorities in their applications to universities.  

“Reception Policy” of the New Arrivals
6.11
Many new arrivals and ethnic minorities face similar difficulties in language communications and getting themselves familiar with local situation. In view of these situations, we recommend the Government to designate policies on the reception of the new arrivals, including ethnic minorities. It should assign specialized organizations to follow up the adaptation process of new arrivals on an a case-by-case basis at their initial period of arrival. In addition, it would be of utmost importance to provide language training and adaptability courses for all adult new arrivals too. The specific arrangements shall be: 

· Language training: Promoting the uses of the Continuing Education Fund for taking courses in either Cantonese or English;

· Adoptability courses: To invite related social service organizations to participate in course preparations, marketing and delivery. The contents should include the basic information on Hong Kong, public services information, the practical information on their areas of residence, etc. 
Improving the Business Environment for SMEs
6.12
Market forces would necessarily benefit to big business and conglomerates.. As the market environment is getting increasing unfavourable for the development of SMEs, the Government has to take action before the market conditions worsen to the extent of an oligopolistic environment. However, it is also a well acquainted fact that the prevailing mode of management of the Government has adversely affected the development of the SMEs. Against this background, the Government should undertake a view in respect of the business environment in SMEs, particularly its over-emphasis towards management on economic-related policies, and placing social objective in policy making as an equally important status. These reviews should abide by the following principles:
· Rectifying the attitudes and modes “managerial supremacy”, “for the administrative convenience”, and its overriding status in public policy management,
· Injecting public information for the promotion of the SMEs;
· Clearing of obstacles on business environment through cross-departmental cooperation and collaboration;
· Provision of “SME-friendly” measures.  
6.13
We defined “SMEs” as all small and medium scale enterprises, as well as sole proprietorship. In this research paper, we only made a few recommendations for the reference of the Government, in anticipation for the Government could identify other policy measures that could facilitate the development of SMEs. The specific recommendations are listed as below:
a. Rental Policies of the Commercial Properties of the Housing Authority
· Reviewing the leasing policies, composition and structure of the shopping centres in public housing estates, especially the appropriateness of a “super-sized” shop. Through downsizing the scale of supermarkets, there will be freed up space for the opening of shops of other categories; 
· Providing smaller sized shopping space in public housing centres in a bid to lower the opening and operating costs of businesses;
· Restoring wet markets to facilitate a favourable environment for the opening of individual businesses from the low skilled, low-educated individuals.
b. Hawkers Policy
·   Replacement of territorial-wide policy with regional policy. Currently most of the fixed-pitched hawkers operate in the urban areas. The Government should consider to issue new hawker licenses and designate new hawkers permitted areas in the New Territories;
· It would be advisable to consider designing hawker permitted areas or a fixed area for short–term retail stalls in public housing estates. 
·   The Government should replace its “one size fits all” policy to one based on the selection of sectors in the issuance of hawker licences and consider the re-issuance of licences for selling, such as clothing and other amenities. However, we support that the existing policy of banning the issuance of any cooked food hawker licences. 
· The Government should consider new measures of poverty alleviation through the provision of public resources. For instance, a small piece of land should be designated for the establishment of hawker permitted areas to enable the grassroots in making both ends meet. 
· Based on the spirit of strong governance, there should be better coordination between relevant departments (including the Food and Environmental Hygiene Department, Housing Department, Lands Department, Transport Department and Home Affairs Department) in the management of the hawkers.
c. Resumption of the Examination for Becoming Private Driving Instructors  
· The qualifying examinations of private driving instructors shall be resumed in the near future. It does not involve with any aspect of policy changes, and could be proceed immediately.
d. Review of urban renewal policy
· During the resumption of the ownership of land under the reconstruction process, the Urban Renewal Authority should consider the possibilities of re-placement of traditional sectors and small scale shops to other areas.  
e. Legislation on Fair Competition 
· To facilitate the growth of the SMEs, the Government should launch the legislative process on the fair competition law as soon as possible. 
Annex I
Adjusted Gross Operating Surplus, Adjusted Compensation of Employees and Unemployment Rate (1997-2006)
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Source: C &SD: Gross Domestic Product (2007), Table 2 and 18, (Hong Kong: C&SD, 2008), pp. 22, 84-94.
Annex II

Domestic Households by Monthly Domestic Household Income, 1996, 2001 and 2006
[image: image2.png]100.00%
90.00%
80.00%
70.00%
60.00%
50.00%
40.00%
30.00%
20.00%
10.00%

0.00%

= HK$40,000 or above

m HK$10,000-HK$39,999

= Lower than HK$10,000

1996

2006





Source: C&SD, 2006 Population By-census: Summary Results, (Hong Kong: C&SD, 2007), Table 25, p. 62. 
Annex III

Self Perception of Class（1997 to 2006） (in %)
	
	Lower Class
	Lower-Middle Class
	Middle Class
	Upper-Middle Class

	
	1997
	2006
	Difference
	1997
	2006
	Difference
	1997
	2006
	Difference
	1997
	2006
	Difference

	Primary Education Level
	33.2
	48.0
	14.8
	37.4
	28.0
	-9.4
	28.2
	21.7
	-6.5
	1.1
	2.3
	1.2

	Secondary Education Level
	14.6
	23.0
	8.4
	36.8
	41.2
	4.4
	45.0
	33.2
	-11.8
	3.6
	2.6
	-1.0

	Post-secondary Level
	2.0
	4.1
	2.1
	26.1
	27.4
	1.3
	58.7
	60.5
	1.8
	13.2
	7.9
	-5.3

	30 or below
	6.6
	11.6
	5.0
	35.0
	39.4
	4.4
	52.3
	44.1
	-8.2
	6.1
	4.9
	-1.2

	30-54
	17.2
	21.6
	4.4
	36.6
	37.3
	0.7
	42.0
	37.6
	-4.4
	4.2
	3.5
	-0.7

	Over 54
	35.2
	45.6
	10.4
	31.7
	28.2
	-3.5
	30.4
	23.8
	-6.6
	2.6
	2.4
	-0.2

	Overall Response
	18.4
	28.7
	10.3
	35.4
	33.5
	-1.9
	42.0
	34.7
	-7.3
	4.3
	2.8
	-1.5


*The Difference columns indicate the difference in self perception between 1997 and 2007 
(Source: Social Indicators of Hong Kong (1997 and 2006), referred from Victor ZHENG and Siu-lun WONG, “Class, Mobility and Social Transformation: Hong Kong Before and After 1997, ” in Joseph Y.S. CHENG, The Hong Kong Special Administrative Region in its First Decade, Hong Kong: City University of Hong Kong Press, 2007), p. 501 and Timothy Wong Kar-ying et. al., “Attitude of Hong Kong People on Welfare State: A Class and Comparative Perspectives”, in Wong Siu-lun et.al., “Social Perspectives of Chinese Society in the New Century: Analysis of Social Indicators,” (Hong Kong: Hong Kong Institute of Asia-Pacific Studies, January 2008), p. 249 (in Chinese). 
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