Oxfam Hong Kong: 
Stretch Welfare Tent to Cover the Working Poor
The government finally officially announced the hourly minimum wage rate at $28 on Wednesday, following its approval by the Executive Council. Although the rationale behind a minimum wage is to protect the low-income working class, the rate-setting process in fact excluded consideration of the needs of workers’ families. With a lack of comprehensive low-income family protection policies in place, it is doubtful that the legislation of a minimum wage alone will be effective in lifting such families out of poverty. 

Poor workers’ families will remain poor with the $28 minimum wage 

Oxfam Hong Kong recently conducted a study which showed that, among nearly 200,000 poor households with at least one working member, over 64 percent included children or elderly family members. On average, each employed person in these poor households has to support two family members in addition to himself or herself. If an employed person works eight hours per day, 26 days per month at minimum wage, he will be paid only $5,824. This is not enough to provide a decent standard of living for a family of three. 
The International Labour Organisation sets the poverty line at less than half the median income of a household of corresponding size. For a family of three in Hong Kong, this would be about $10,000. The income of a full-time worker who supports a three-member family at $28 per hour will still fall below this poverty line by 41%, which implies the family will still be trapped in poverty.

Scrutiny needed to prevent enterprises from misusing legal loopholes 

There are several things the government has to bear in mind to guarantee that the minimum wage legislation has a positive impact. Firstly, it is necessary to scrutinize enterprises to ensure they do not exploit loopholes in the law to reduce their overhead. It is of paramount importance that all enterprises – especially those making considerable profits – understand that it is their corporate social responsibility and legal obligation to pay workers the statutory minimum wage rather than attempting to avoid the law and squeezing all possible benefits out of their workers. 
Secondly, the government should prepare for the next rate review, making sure to include the needs of workers’ families in their consideration. Thirdly, in some cases, the minimum wage may raise the income of low-income families to a level that excludes them from receiving Comprehensive Social Security Assistance, while still keeping them mired in poverty. It is essential that the government adjust the income criteria for CSSA applicants to ensure the system provides adequate protection for families living on minimum-wage incomes. 

Income protection policies are key in combating in-work poverty

Preparing a range of comprehensive income protection policies should be an urgent priority of the government to supplement the minimum wage. Expanding the transport support scheme into a long-term policy and extending it city-wide is a step in the right direction. But there are still unnecessary restrictions affixed to the scheme. The government should extend the scheme to benefit part-time employees as well. Likewise, extending the existing Neighbourhood Support Child Care Project to all districts is a welcome step, but it would be better if the government could increase the number of children it subsidizes so that more low-income families could benefit from this scheme. It would also show more sensitivity to families’ needs if the hours were extended, so that childcare would be provided throughout the parents’ working hours. In the long run, tax credits or other low income subsidies should be explored as direct income support and as a supplementary provision to the minimum wage.
(This article has been published in SCMP on 15/11/2010.) 
