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Improve the SMW review mechanism to enhance work incentive

and [abour protection
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The Chief Executive in Coun-

cil has adopted the recommenda-

RE
@ tion of the Minimum Wage Com-
mission (MWC) to raise the Statu-
tory Minimum Wage (SMW) rate
from its prevailing level of $37.5 per hour to $40.
Subject to the approval of the Legislative Council,
the revised SMW rate will come into force on 1
May this year. The "safety net" effect of SMW in
Hong Kong continues to wear off, and the uprat-
ing magnitude of SMW is lower than the increase
in overall average wage and inflation, making it
difficult for grassroots employees to share the fruits
of economic success and defeating the purpose of
SMW to protect the grassroots. It is necessary to
enhance the SMW review mechanism by linking it
to the median wage and setting it at a level such
that the total work income of a houschold would
be higher than the amount of CSSA payments, so
as to enhance work incentive, improve social pro-
ductivity and enable the grassroots employees to
stand on their own feet and earn their living with
dignity.
The SMW rate was frozen at $37.5 in 2021 re-
view because of the pandemic. Last year, a new

round of review on SMW was launched and the

MWC finally reached a consensus. However, some
members of the labour sector said that the uprat-
ing magnitude was only in line with the four-year
inflation rate, and even if the SMW was raised to
$40, it was still lower than what the sector expect-
ed; they reached the consensus only because they
worried that, if they did not, the SMW rate would
be frozen again.

Statistics show that the SMW rate was $28 in
2011 and $37.5 in 2021, representing a cumula-
The SMW rate of $28 is

set based on 2009 data, and the nominal wages of

tive increase of 33.9%.

all selected industry sections have increased by
59% between 2009 and 2021,
age points higher than the SMW increase rate. Ac-

about 25 percent-

cording to the Census and Statistics Department,
the Consumer Price Index (A), which reflects the
consumer prices of the grassroots, has increased
from 75.8 in 2011 when the minimum wage was
introduced to 104.6 in 2021, representing an in-
crease of 38%, higher than the 33.9% increase of
SMW rate during the same period.

Not only does the SMW rate fail to keep up
with the overall average wage and inflation, but it
is also slightly lower than the income provided by
CSSA. For a four-person houschold, the average

monthly CSSA payment is $16,975. For the same
household, if two persons work at the SMW rate
of $40, eight hours a day for 26 days a month, the
monthly income of the whole family is only
$16,640. It shows that the protection effect of the
SMW diminishes and the SMW cannot keep up
with the level of economic development, which is
not conducive to alleviating the problem of work-
ing poverty and cannot serve the purpose of en-
couraging employment.

Each raise of the SMW rate in Hong Kong has
been a matter of great concern and the subject of
contentious debate between labour and manage-
ment sectors. Some from the business sector have
repeatedly expressed their concern that a drastic
and frequent raise of the SMW rate will lead to a
loss of low-paid jobs, increase the burden on
SMEs and undermine Hong Kong's competitive-
ness. In fact, as the world's freest economy, Hong
Kong attaches great importance to the market reg-
ulation and has already tilted its taxation and la-
bour policies in favour of employers. It is also
Hong Kong™ s due responsibility as an affluent
and civilised world city to promote social justice
and narrow the gap between the rich and the

poor by providing the necessary protection to the

working class.

There are calls in Hong Kong for an annual re-
view of the SMW rate instead of the current bien-
nial process, and an annual review is neither im-
possible nor impracticable as the Pay Trend Sur-
vey is conducted yearly. Moreover, a "yearly re-
view" will result in modest magnitude of the SMW
uprating, which is more acceptable to the business
sector. At present, it is common for developed
economies to set the minimum wage at 60% of
the median income, so that the number of benefi-
ciaries remains at around 10% of the labour force.
Hong Kong can follow suit, which avoids contro-
versies and the complicated procedures of data col-
lection and analysis, and can uprate the SMW at
a higher degree than inflation and to a level high-
er than the amount of CSSA payments, which in-
centivises grassroots to enter the workforce and al-
leviates the chronic shortage of manpower for
low-paid jobs. The income increase of grassroots
families will also help stimulate consumption, bene-
fiting SMEs too. Enhancement of the review mech-
anism of the SMW brings about a win-win situa-
tion for both labour and management sectors and
is conducive to Hong Kong's social harmony, thus

deserving serious consideration of all parties.
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@ Kevin Cheung (CUSCS Lecturer)
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She has just consigned many of her old clothes to the
rubbish heap. What a waste!
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The management thought that his proposal should be
Consigned to the dustbin.
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People today often buy excessively and chuck still useful
things overboard. It's obvious not a good habit.
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Many traditional practices were tossed overboard when

the new boss took over.
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This is a good school. You don't quit it because you
don't like a few of your classmates. Don't throw the baby
out with the bathwater.
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Some parts of this healthcare policy maybe outdated.
But if we scrap it altogether, we throw the baby out with
the bathwater. We need to keep the necessary measures.
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She threw the baby out with the bathwater. When she
moved house, she dumped most of her things including
those with sentimental value. Now she missed them so
much.
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