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nimum wage should reflect inflation to alleviate working poverty
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The Minimum Wage Commis-

E ; sion (MWC) has completed a re-
ment sectors to increase the Stat-

utory Minimum Wage (SMW) of $37.5 per hour

by about 6.7% to $40, which is expected to take

effect next May, according to a source. The La-

view and reached the consensus

with both labour and manage-

bour Department responds that the decision will
be announced in due course. The current in-
crease, after a 4-year freeze because of the pan-
demic, can only keep up with the inflation rate in
the past four years, thus impacting minimally on
the business sector. In fact, the inflation felt by
grassroots workers is much higher than the over-
all one; therefore, the Government should im-
prove the SMW formation mechanism to more
accurately reflect the cost of living of the grass-
roots and consider an annual review of the rate in-
stead of the current biennial process to reflect the
economic environment more precisely and safe-
guard the living standard of low-paid workers.

The SMW has been frozen since it reached
$37.5 in 2019. The new increase rate of 6.7%, if
approved, can only keep up with the cumulative
inflation rate in the past few years, which by no
means is aggressive. Whenever for the SMW re-

view, disputes arise between employees and em-
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not moved with concord of sweet sounds, is fit for
treasons, stratagems, and spoils... Let no such man
be trusted.)
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ployers: the former argue that the increase rate is
not enough for grassroots workers to share the
fruits of economic development, while the latter
refute that greater extent of increase will add to
the burden of enterprises.

It is an indisputable fact that Hong Kong's
economy has not yet recovered from the pandem-
ic and may even record a contraction this year,
but the number of employees on the minimum
wage has been decreasing since the introduction
of SMW a decade ago. According to a report by
the MWC, about 180,000 employees, or 6.4% of
all employees in Hong Kong, benefited from the
minimum wage in 2011 when the SMW came in-
to effect, and the number decreased to 21,200 in
2019, accounting for 0.7% of all HK employees,
then declined to 14,000 only in 2021, a sharp
drop of over 90% since 2011, according to the lat-
est figures from the Census and Statistics Depart-
(C&SD). The SMW

low-paid employees will only add a limited bur-

ment increase for the
den to employers and the implications of such in-
crease should not be exaggerated.

Hong Kong has maintained a relatively low lev-
el of inflation in the past four years, but the infla-
tion rate in basic daily necessities and public utili-
ty services is actually quite high. According to the
latest Consumer Price Indices for August released
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by the C&SD, the overall inflation rate rose by
1.9% year-on-year, but the rate in electricity, gas
and water rose the most by 15.2%, followed by
clothing and footwear (5.9%), basic food (4.7%),
and meals out and takeaway (3.3%), all significant-
ly higher than the overall inflation rate, showing
that the pressure of inflation on the grassroots is
not low at all.

In the face of inflation in these daily necessities,
people with higher income levels may only need
to reduce their expenses slightly in other areas,
such as going on fewer trips or buying fewer
handbags; however, for grassroots workers living
on minimum wage, they have no way to cut back
on their daily expenses and have to make every
cent count. They will have to face a retrogressive
living standard in real terms and worry about pay-
ing basic food and electricity bills if the increase
rate of SMW cannot match the inflation of daily
necessities. Therefore, a higher rate of increase to
low-paid employees is reasonable and appropri-
ate.

In addition, it has been a focus of debate in so-
ciety whether the SMW is too low, and whether
its formation and review mechanism are reason-
able. Some criticise that it is unreasonable for the
current SMW rate to be lower than the Compre-
hensive Social Security Assistance (CSSA). Take a
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The police couldn't solve the case because they
They thought it was
about money, but in fact it was all about human

barked up the wrong tree.

relations.
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four-person family as an example, the average
monthly CSSA  payment currently is $16,975.
However, if we take the minimum wage of $40 as
the basis, two of the four persons working
full-time for eight hours a day and 26 days a
month will only earn a monthly income of
$16,640, which is indeed lower than the CSSA
payment. But if this family receive the Working
Families Allowance, their income will be about
$5,000 higher than the CSSA payment.

Under the existing mechanism, the MWC
makes reference to a series of indicators, includ-
ing the overall economic situation, the labour mar-
ket, competitiveness, etc. However, there have
been calls from the community for the Govern-
ment to conduct a comprehensive review of the
existing SMW mechanism to ensure that the
SMW should be higher than the inflation, CSSA
and poverty line levels, and calls for an annual re-
view of the rate instead of the current biennial
process which cannot reflect market changes in a
timely manner. In this regard, the Government
should take on board public opinion exhaustively
and proactively improve the SMW mechanism
which has been in place for 11 years, to ensure
that low-paid workers can receive reasonable re-
turns for their hard work and the problem of

working poverty can be alleviated.
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She believes that her new plan can save the

economy, but many think that she is barking up the
wrong tree.
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Many people were confused about her speech and
got the wrong end of the stick.
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Don't get the wrong end of the stick. Your
parents haven't talked to you much because they
want to give you more freedom.
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