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Introduction

This paper wishes to discuss the politics of social policy development of Hong Kong. Its focus is on the neoliberal turn in social policy after the Asian financial crisis and its implications for the development of social and political citizenship. The case is significant because it illustrates the different historical dynamics of social policy development in western and Asian welfare regimes.


The contexts of the current politics of social policy development can be thematized as follows: in the first place, the welfare regime in Hong Kong carries the characteristics of an Asian welfare regime in that it was historically formed not through class mobilization or coalition politics, but rather by an authoritarian state from the top down. The dominance of conservative elites and the authoritarian regimes have rendered labor unions and social democratic parties insignificant in influencing social policy making (Goodman et al., 1998) In addition, it is characterized by a low level of welfare spending, ideological rejection of the concept of social citizenship, an emphasis on self-help and reliance on the family. Thus, the problems of the Asian welfare regimes are not only its “residual” nature by western standard, or its “Confucian” characteristics, but the fact that the concept of social citizenship (Marshall 1950) has never been formally established.  In Hong Kong, among the ruling class there is deep-seated ideological bias against the idea of welfare state and the fear of democracy as a system that will bring about popular demand for “free lunch” and destroy the very foundation of economic success. As such, while economic globalization and socioeconomic change posed a challenge to the (more) institutionalized welfare state in the west resulting in pressure toward retrenchment, in Hong Kong, such challenges come by without the residual welfare state even entering a stage of institutionalization and consolidation. In other words, the emergence of the problems of a globalized economy and a postindustrialized society precedes that of the formation of social citizenship. Equally important, full-fledged democracy has yet to appear and political citizenship remains underdeveloped.


As a result, the latest crisis of the welfare regime is really a combination of multiple crises and is ridden with contradictions: both the conditions of the postindustrial society and the globalized economy generate political demand for more social protection and human security, particularly from the lower class and the socially excluded. Politically, these underprivileged groups see democratization as a way to address their need for welfare rights and to resist social exclusion. While the better educated middle class demand democratization as a political right, they are increasingly economically divided in a knowledge-based economy and thus also divided in terms of their interest in the welfare regime. The business class resists democratization for reasons of both political and economic interests.  

Critical welfare restructuring thus has important implications for both social citizenship and political citizenship. The residual welfare state is at a critical turning point: any measures taken by the state in welfare restructuring will have critical consequence on social solidarity and hence the shaping of social citizenship. The formation of social citizenship will in turn affect the cross-class support for democratization. Rather than having social citizenship as a logical extension of political citizenship, the latter seems to hinge on the formation of the former in the case of this Asian late-industrializer.

In these contexts, this paper wishes to discuss the political significance of the neoliberal turn in social policy, especially its implications for the development of social and political citizenship. It will examine the issue from several perspectives. To beginning with, we will give a brief discussion of the historical relationship between class, political development and social policy development in the colonial era. Secondly, it will examine the demise of the old social pact after the Asian financial crisis. Thirdly, it will discuss the measures taken by the state in tackling the problem of financial austerity during the economic downturn and the subsequent neoliberal turn in social policy. Fourthly, it will discuss the implication of neoliberalism on democratization and long term social policy development.  
Class, Political Development and Social Policy Development in the Colonial Era

Since the early days of colonial rule, the state has been dominated by business interests. This characteristic of the business class as a close governing partner of the state has been well documented and analyzed (Chiu 1994). Briefly, at the initial stage of British takeover, Hong Kong was only sparsely populated and an indigenous ruling elite or ruling class was largely absent. Given the economic role of Hong Kong as a key trading post of the international commercial network in the Asia-Pacific region (Tsai 1993), business people soon became the major elites and the natural partner of the colonial state. From the very beginning, business elites had a conspicuous presence in the colony’s governing machinery. This was evident in their dominance over the Executive and the Legislative Councils as well as various advisory bodies.
 Their interests have shaped the economic and public financial policies as well as the ideological inclination of the territory. Among them are the well-celebrated doctrines of economic noninterventionism and financial conservatism, crystallizing in a low tax regime, small public sector and low public spending. This governing partnership between the colonial state and the business elites have from the very beginning shaped the development of political and social citizenship. While the lack of democratic development in colonial Hong Kong could be attributed to external factors such as the attitude of China, internal resistance to democratization was definitely present among the business communities and the ruling elites. Among the major grounds for their opposition to democracy was that mass democracy would inevitably bring about more popular demand for collective consumption and especially social provision and consequently jeopardize the business environment. This fear of the “welfare state”, viewed as the inevitable outcome of democracy, led to their opposition against social and political citizenship altogether.
Thus the old social pact that was formed in the 1970s was by no means intended by the colonial state for conferring social citizenship to its colonial subjects. At most, it was an attempt in appeasing social discontent. After a major social riot in the late 1960s, the colonial state, under the leadership of the new governor Sir Murray MacLehose, greatly expanded its social spending. The state became the major financer and provider for public housing, public health and a means-tested social assistance program (that is considered fairly generous by Asian standard), and also the major financer for education and social service. These social programs constituted a residual welfare state, and despite its residual nature, provided a substantial social wage for the general population during a critical period of industrialization. 
Neither did this old social pact signify the end of class rivalry or the birth of social solidarity. Apparently, one major limitation of this old social pact was the lack of commitment on the part of the business sector. The state was the major financer and provider of the newly proposed social programs. The pact stopped short of any programs that would require additional contributions from the business sector, such as a more progressive taxation or mandatory contribution. Even the extension of compulsory and free education system from six to nine years would have to await the acceptance of the business sector (which had a high demand for child labor then).  The social security system remained underdeveloped as there were no attempts to set up any pension systems for retirement or unemployment.
Despite such heavy state involvement in the financing and provision of social programs, it was able to finance these programs through taxation while maintaining a low tax regime, small public expenditure and economic noninterventionism. The very conditions for the sustainability of such a residual welfare state were a period of high economic growth leading to a continuous increase in government revenue to fund the expanding demand for social provisions, combined with a young population, full employment and real wage increases that minimized the public demand for welfare provision. (Lee 2005a, 2005b)
The old social pact was significant in structuring class relations: it satisfied the interest of the commercial business sector and appeased the demand of the working class. In addition, it helped breed a new middle class. The drastic expansion in social provision created new jobs for public service professionals in the areas of education, health care, social service, and housing with employment in the government, public corporations, and nonprofit organizations that provided service and support for the social policy areas. 
In short, the old social pact commanded social consensus based on economic individualism and residual welfarism. It came about as a remedy of the late colonial state to foster social stability and enhance political legitimacy. The residual welfare state has definitely helped reduce class rivalry if not the hostility of the lower class toward the state-business governing coalition. It also worked to legitimize rather than undermine the free market ideology as it helped construct the legend that in the land of equal opportunities everyone had the chance to succeed or at least improve their lives through talent and hard work. (Lee 2005a) At the same time, the poor continued to be stigmatized as social failures. In this sense, this social pact has not promoted social solidarity between classes nor established the concept of social citizenship.
The Asian Financial Crisis and the Problems of the Sustainability of the Residual Welfare State

The sustainability of this residual welfare state began to come under strain in the 1980s, as socioeconomic development, economic restructuring and rising expectations all increased the pressure for more social spending. The Asian financial crisis, which occurred right after the handover of sovereignty and the setting up of the Hong Kong Special Administrative Region (HKSAR) in 1997, marked the watershed of Hong Kong’s social policy development. It signified the formal ending of the economic miracle as well as the end of the old social pact. After three decades of economic growth, the Asian financial crisis brought about unprecedented economic recession, record high unemployment rate and public budget deficit. The end of the economic miracle destroyed the very conditions for the viability of the residual welfare state. As the financial conditions of the government deteriorated, social programs that were only supported by general taxation naturally became vulnerable to financial cutback. It was thus not surprising that the post-colonial government adopt a budget-driven approach to welfare restructuring. (Lee 2006) Across the board cut was imposed on all areas of public spending. Cost containment and recommodification measures were taken in education, public housing, public health and social welfare to various extents, resulting in the retrenchment of the residual welfare state.  (Lee 2005a, b; 2006)

This retrenchment happened at a time when the middle and lower classes were deeply affected by real financial difficulties and a substantial decline in the standards of living. More importantly, the crisis exposed if not exacerbate the inadequacy of the residual welfare state, which includes the lack of a more comprehensive social security system as well as the failure of the system to provide for better quality service that would meet the need of a postindustrial society. Even before the onset of the Asian financial crisis, the residual welfare state was hitting a limit in its financial capacity. Data for the past decade show that actual social expenditure (as a percentage of GDP) has remained low, while socioeconomic change have brought about the problem of an aging population, rising divorce rate and declining birthrate.
 

First and foremost, the long term financial sustainability of the health care system is increasingly being questioned. Health care expenditure constituted only 2.17% of the GDP in 2006-07.
 The public health care system, even though it is non-means-tested and accessible to all citizens, has been increasingly under strained as public hospitals were constantly confronted with the problem of over-subscription. There are problems of extremely long-waiting time, over-crowded conditions in wards, and long working hours for physicians. The demand for public health care will only increase as the population keeps on aging. For education, while a nine-year free and compulsory education system has been provided to all children since the 1970s, the quality of the education system is increasingly found to be inadequate to meet the human resources need of the knowledge-based economy. Only 3.67% of GDP is spent on education, with merely 15.7% of the population aged 15 or over having attained undergraduate education. According to the government’s own estimation, in 2007 there is a manpower surplus of 231,500 with secondary school education and below, and a manpower deficit of 101,700 with tertiary education.
 

In social security, a retirement pension system (the Mandatory Provident Fund (MPF) Scheme, to be elaborated) was only instituted in 2000, making it impossible to tackle the imminent problem of elderly poverty. The scheme has a low level of contribution requirement; coverage is limited to the working population and has no redistributive effect. As a result, it can hardly meet the imminent needs of an aging population and is not expected to solve the problem of elderly poverty. There is also no social security system to provide for unemployment pension. As a result, during the economic downturn, the unemployed could only turn to a means-tested social assistance system (the Comprehensive Social Security Assistance (CSSA) Scheme) as the final and only social safety net. The CSSA Scheme carries a strong stigmatization effect. The government, anxious to suppress the demand for the system for financial reasons, spared no pains to discourage its usage by publicly associating the recipients of the assistance with dependency and the lack of work incentive. Child care support is virtually undeveloped, as most families can only rely on their own members to take care of young children at home or hire their own carers (who are mostly imported female laborers from neighboring Southeast Asian countries). Women are legally entitled to only ten weeks of maternity leave, while men are still not entitled to any parental leave. Even so, the maternity leave is not supported by a social security system but rather the cost of providing paid maternity leave is to be born by individual employers. This gives rise to serious problems of pregnancy discrimination as working women are frequently subjected to harassment by their employers who want to force their pregnant employees to resign (in order to avoid paying for their leaves). The inadequacy in social policy is also manifested in massive phenomena of social exclusion and widening income gaps between the haves and the have-nots (Table 1). With the Gini Coefficient rising to 0.53, it is estimated that 1.25 million people, or 18.3% of the population is living in poverty,
  among whom are elderly people, lone mothers, new migrants, children, unemployed youth, and working poor. 
Thus the retrenchment of the residual welfare state occurred at a time when the population was hard hit by economic downturn, and when the inadequacy of the residual welfare state was increasingly manifested. These inadequacies would have called for a comprehensive review of the present system of social provision and its mode of financing, with a view to upgrade the residual welfare state to a more institutionalized welfare state. Instead, there are signs of a more permanent trend toward a neoliberal approach in social policy. Almost eight years after the Asian financial crisis, the economy slowly recovered. By 2007, the economic growth was up to 4.5% and a budget surplus of $55 billion was expected. Despite such strong economic recovery, the city-state has lost its confidence in its future. Having experienced the Asian financial crisis, its government seems even more convinced that financial conservatism is the best remedy against any possible fluctuation brought about by economic openness. The fear of being marginalized by the rising Chinese cities and losing its economic role for China also casts doubt on the city’s long term economic prospect.  Thus the state is reluctant to commit itself to increasing social provision that would entail long term spending. In the current financial year, the government, faced with a sizeable budget surplus, would rather reduce tax rate, offer a one-off tax rebate, and even give out one month’s extra assistance to CSSA recipients than to make institutional improvement to its social programs. Apparently, it regards that, in the age of economic globalization, neoliberalism (rather than institutionalization) provides the best solution to the limits of the residual welfare state. 
Table 1 Monthly Domestic Household Income in 1996, 2001, and 2006 


(at constant price (June 2006))
	monthly household income (HK$)
	1996(%)
	2001 (%)
	2006(%)

	0 – 5,999
	11.9
	13.7
	14.7

	6,000 – 9,999 
	15.1
	13.4
	13.2

	10,000 – 14,999 
	16.7 
	14.9 
	15.2 

	15,000 – 19,999 
	14.6 
	13.3 
	12.5 

	20,000 – 24,999 
	10.4 
	9.8 
	10.1 

	25,000 – 29,999 
	7.9 
	7.9 
	7.3 

	30,000 – 39,999 
	9.3 
	10.1 
	9.9 

	40,000 – 59,999 
	7.5 
	8.8 
	8.7 

	≥ 60,000 
	6.5 
	8.1 
	8.3 

	Total
	100.0 
	100.0 
	100.0 

	median monthly domestic household income (HK$) 
	17,220
	18,144
	17,250


Source: Census and Statistics Department, Thematic Report: Household Income Distribution in Hong Kong, 2007. [http://www.bycensus2006.gov.hk/FileManager/EN/Content_962/06bc_hhinc.pdf]

Beyond Retrenchment: The Neoliberal Turn in Social Policy

By neoliberalism here is meant an approach toward social policy that gives primacy to market mechanism in the provision and financing of social provision rather than equitable and universal access. The neoliberal trend is witnessed in a wide range of reform measures, from new management reform measures such as privatization and outsourcing, to reforms in personnel and financial management.  Some of these reform measures were proposed in the early to mid-1990s but it was in recent years that they became popularly and substantially adopted. Neoliberal reform measures are evident in all areas of social provisions and they all entail lowering state commitment to equitable and universal provision. For instance, in 2005, the Housing Authority set up the Link REIT (Real Estate Investment Trust) and privatized all the shopping centers and parking lots of public housing estates. So far it has led to increase in the rent of shops; shops selling cheap commodities are being crowded out leading to an increase in the price of daily necessities in working class neighborhoods. In social service, a change to a more flexible funding model and a new policy of opening new social service projects for competitive bidding has led government-funded social service agencies to resort to cost cutting measures such as reducing staff number and salaries, imposing more user charges and cost minimization when delivering services. 
It is, however, the neoliberal trend in social security, education, and health care that class inequality will most make itself felt. For social security, the retirement scheme (the Mandatory Provident Fund Scheme, or MPFS) that was instituted in 2000 is a defined-contribution scheme with all contributions to a scheme fully vested in the scheme member. At present, employees and employers are required to contribute 5% of the employee’s monthly salary, with the maximum and minimum levels of income being set at $20,000 and $5,000 per month respectively. There is no redistributive effect and homemakers are not covered. Critics point out that at such a low level of contribution, low income workers will not be able to accumulate enough fund to support their post-retirement years. Class inequality will also be execerbated by the widening income gap. In short, the retirement pension system will not provide remedy to elderly poverty in the near or distant future.

In recent years, government spending on education remains less than 4% of GDP. The percentage of the population of suitable age range receiving undergraduate education has been capped at 18% since the early 1990s. At the same time, the birth rate has fallen to one of the lowest in the world (9.6 per 1,000 population). Politicians and educators have repeatedly called for the government to make use of the opportunity of fallen birth rate to upgrade the quality of education, including more investment in early childhood education, lowering the class-size for primary and secondary schools, and investing more on research and development. Education is certainly a social policy area most pertinent to the concept of social investment. While policymakers fully understand the importance of upgrading human resources in a knowledge-based economy, they are not willing to increase spending in education beyond their well-followed principles of financial prudence. Resorting to neoliberal approaches, several policies were taken. The first is to encourage more private and semi-funded schools (under a Direct Subsidy Scheme that allow schools more autonomy in fee charging) that entail more charges on parents, essentially requiring them to assume the responsibility of paying for better quality education for their children. With these measures, the unequal distribution of educational resources will only worsen.
 The concept of marketization is extended to the development of associate degree programs. The government, eager to boost the percentage of the population with postsecondary education, encourages universities and school sponsoring bodies to set up private community colleges while withdrawing its funding to existing associate degree programs. Students of these associate degree programs thus have to pay a high fee for their education. Worse yet, the government refuses to fund more undergraduate places within universities, thus leaving those associate degree graduates with no place to finish their undergraduate education. Meanwhile, under a situation of complete marketization, associate degree programs became highly commercialized with little mechanism for quality assurance. 
In public health, the government first became concerned about the increase in health care cost in the 1980s. Upon the recommendation of a consultancy firm, public health care was corporatized with the hope of saving cost through better management.
 Even after the setting up of the Hospital Authority, health care cost continued to skyrocket. In 1999, the government commissioned the Harvard Team to study the long term financing of health care. The Harvard Team recommended the setting up of a mandatory contributory health security scheme with redistributive and risk-pooling effects. Rejecting such proposal, the government has been trying to sell the public on new schemes of financing, from requiring individuals to buy private health insurance from the market to mandatory contribution to an individual account.
 Apparently, the government is particularly attracted to the American and Singaporean model of health care. The former relies on private health insurance and allows the state to shed its responsibility for health care. The Singaporean model is attractive apparently for its alleged ability to keep health care cost low. The idea is to confine the government’s role to funding merely acute care and those who cannot afford the health care cost. None of these programs have any redistributive effect. If anything, they all serve to widen the gap between the haves and the have-nots. 
The neoliberal turn in social policy shows that state realizes the residual welfare state (which was viable in the 1970s and 1980s) has reached its limits and is no longer sustainable without fundamental change in its public financial policy. At the same time, it signifies the state’s operationalization of its conservative public financial policy in the age of economic globalization, namely, in a situation of increasing economic fluctuation and financial uncertainty, the state prefers to minimize its commitment to the financing and provision of social programs. 
Class Politics and Social Policy Development
Researches on the historical formation of the western welfare states have shown that class coalition was crucial in shaping the welfare regime. Esping-Andersen (1990), for instance, argues that the political leanings of the new middle classes were decisive for welfare state consolidation. Especially, the capacity of the welfare model to incorporate the middle class “into a new kind of welfare state…that provided benefits tailored to [their] tastes and expectations” is crucial to cross-class support of a universal welfare system. (p.31) The residual welfare state in Hong Kong, by providing relatively limited low quality service, is not able to provide adequate protection for the working class, and still less able to satisfy the need of the middle class. At the same time, the middle class itself has undergone changes under the globalized economy. Some latest observations show that some sort of “M-shaped society” is appearing in Hong Kong, as the percentage of high income middle class has been increasing in the past ten years while the percentage of lower middle class has been decreasing (many of which have now fallen into the low income category). This observation is at least partially confirmed by the data on income distribution, in which high and low income households have increased while the middle income households have decreased. (See Table 1) The neoliberal turn in social policy provides an exit option for the upper middle class that are increasingly dissatisfied with the quality of service and that can afford to pay for better quality services by themselves. The business class, naturally against progressive taxation, would find the neoliberal approach appealing. 
In short, under the neoliberal approach, the upper middle and upper class are actively encouraged to fend for their own needs through giving them more “choices” from the market. This marketization approach will reinforce the support of the upper-middle and upper class toward the conservative financial policy as well as their resistance against any demand of redistribution from the lower class. For the lower middle to middle class, the market option comes as a heavy financial burden. At the same time, once the neoliberal model is entrenched, they may be quite reluctant to support the option of increasing taxation or contribution in exchange for the possibility of better quality state service. The lower class, if they want to fend for their interest, will not have strong foothold in cross-class mobilization. 
Social Mobilization from Below
This lack of cross-class coalition is evident in the characteristics of social mobilization. Since the Asian financial crisis, there have been cases of social mobilization led by civil society activists, academics, trade unionists and pro-grassroots politicians demanding improvement in social provision to the underprivileged.  Some of the more representative cases are as follows:
Anti-poverty movements

Since the 1990s, more and more members of the civil society have voiced their concern regarding the worsening situation of poverty in Hong Kong. The Asian financial crisis led to further deterioration of the situation. Various civil society organizations intensely lobbied the Government to come up with policy measures to eradicate poverty. In 2000, Livelihood Agenda 21, an umbrella organization representing 23 social welfare and religious organizations, was established. It urged the Government to establish an ‘Eradication of Poverty’ Committee which would make official policies for the eradication of poverty, the setting of a poverty line, giving high priority to the creation of jobs, a full-employment policy and new social-security benefits for vulnerable groups. Such societal actions were supported by pro-grassroots politicians. Legislative Council’s Panel on Welfare Services passed a motion urging the Government to establish an inter-departmental committee to combat poverty. In 2005, under such intense political pressure the government finally agreed to set up the Commission on Poverty (CoP). (The Commission is now disbanded.) In its past two years of operation, civil society groups have expressed great disappointment with its work, viewing it as a tool for appeasement rather than a genuine civic engagement exercise. Indeed, the CoP was only able to propose some alleviative measures without addressing the roots cause of poverty. One academic commented that it would be beneficial to our social development “if through this new forum provided by CoP, Hong Kong can generate a consensus on the general definition of poverty as well as a new welfare discourse that transcends laissez faire capitalism and welfarism and are acceptable to stakeholders from all sides”. (Centre for Civil Society and Governance 2007) However, the CoP has obviously failed to generate such a new welfare discourse.

A similar campaign emerged during the period when the WTO was holding its ministerial conference in Hong Kong. A coalition was formed by over ten civil society organizations and other activists, and linked up the problem of economic globalization, neoliberalism and poverty. As far as neoliberalism was concerned, they pointed out how corporatization, privatization, outsourcing and other neo-managerial reform measures have led to unemployment, deterioration of workers’ conditions, reduction in social provision and deterioration in public service quality. This campaign tries to arouse the public’s attention to the effect of neoliberalism not only on the working class but also the middle class, as the government’s measures of privatization have cost a lot of government employees to either lose their jobs or suffer from poorer employment conditions. As such it attempts to mobilize the support not only of the working class but also the middle class. It also tries to popularize the conceptual linkage between globalization, neoliberalism and poverty, with the hope of raising the public’s consciousness to the fact that the present system benefits only the big businesses and multinational corporations. The campaign also wants to bring out the message that under economic globalization, the fight for better social security cannot be confined to domestic politics, but that domestic and international politics are simply inseparable. 

Minimum wage legislation movement

Since 1997, a social movement has emerged comprising labor unions, civil society organizations and political parties, and which has exerted unprecedented political pressure on the government to legislate minimum wage protection for workers. This movement is triggered by the deteriorating working conditions of many manual laborers in the age of economic globalization when Hong Kong is restructuring to a knowledge-based economy. In Hong Kong’s context, since the 1980s, jobs have been lost to massive relocation of factories to mainland China. Deindustrialisation led to the loss of low-skilled jobs, a widening wage gap and structural poverty. Workers dislocated from the manufacturing sector have entered the service industry, notably into the commerce sector (wholesale, retail, export and import trades, hotels and restaurants, etc) and the transport and communication sector, where they receive significantly lower wages and less job opportunities. 


Massive problems of the working poor prompted the launching of the minimum wage legislation movement (MWLM), the participants of which include trade unionists, academics, religious organizations, and social service and development NGO activists. Various coalitions were formed, and these coalitions have worked with the union representatives in the legislature to pressurize the government to legislate on minimum wage. This popular mobilization was met with opposition from the business sector. In the end, the government offered to launch a “Wage Protection Campaign” and promised to review its effectiveness in two years’ time. The union activists in the legislature accepted the compromise and the momentum of the movement is currently dammed. 
An emerging “gray right” movement

In recent years, some elderly people have started to organize themselves to fight for their social rights. Often helped by social workers, nongovernmental organizations and other social activists, they have formulated their own policy platform for advancing “gray rights”. Among issues that they bring to their platform are health care, retirement pension, housing, etc. There is definitely a rising political consciousness among the elderly population. With a rapidly aging population and increase in educational level across generations, it is expected that the elderly population will become a significant sectoral interest. Even currently, activists are mobilizing elderly people to vote for politicians that openly support the rights of the elderly population. 

In sum, these instances of social mobilization are mainly related to the sectoral interests of the grassroots and disadvantageous groups.  There is little cross class coalition. Especially the middle class have not been involved. So far, the state has not given in to any of these demands for a more inclusive welfare system save for modest measures of appeasement.
Class Politics and Political Development

In the mid-1980s, partial democracy was introduced in the sense that a portion of the seats of the legislature were returned by election. Directly elected seats were first introduced in 1991. Currently, 30 seats within the legislature (the Legislative Council) are returned by geographical constituencies through direct elections, while 30 seats are returned by functional constituencies which are based on limited suffrage. The chief executive, selected by an Election Committee of 800 electors elected by four major social sectors, remains non-popularly elected.

As mentioned, since the early days of colonial rule, the state has been dominated by business interests. This characteristic of the business class as a close governing partner of the state has not changed after 1997. Instead, business dominance is highly institutionalized. Functional constituencies consist of selected occupational sectors and significant interests, whose members are qualified to elect one or more representatives to the legislature. Likewise, the Election Committee consists of four sectors representing various social groups. While labor and the major service professions are represented in these elections, the system is heavily overrepresented by business and pro-establishment forces.
 Such a constitutional design largely reflects the will of China and the interest of the business sector to limit democracy in Hong Kong.


There has not been much progress toward democratization since the signing of the Sino-British Joint Declaration in 1984. Although it was promised in the Basic Law that eventually, there would be universal suffrage for both returning the full legislature and the chief executive, the Beijing government has not offered any concrete promise as to the date for its realization. However, the obstacle for full-fledged democracy does not only lie in Beijing’s attitude, but also in the internal rivalry within Hong Kong. The business sector is the major force opposing democracy on the grounds that it will jeopardize the business environment. The subtext of this worry is that mass democracy will inevitably bring about more popular demand for collective consumption and especially social provisions. Their worry, in other words, is that Hong Kong will be turned into a “welfare state”. The attitudes of different classes on the welfare state are thus crucial for Hong Kong to become a democracy. Conversely, democratization is often also critical for the issue of social rights to be brought onto the policy agenda. 


The neoliberal turn moves Hong Kong further away from the establishment of social citizenship, creating more acute class polarization. The social mobilization of the grassroots may only further reinforce the business class’s fear of democracy and their determination to block democratic development. While a substantial number of the middle class may support democracy as a political right, class cleavage entrenched by the neoliberal turn may mean that even if democratization occurs, conducive conditions for the establishment of social citizenship may not occur.
Conclusion 

T.S. Marshall, in his famous theory of social citizenship, regards the welfare state as pertinent to the idea of democracy and inherent in the logic of political citizenship. Western welfare state was historically developed and consolidated during their industrial era within largely national economy. For Asian states, however, the historical sequences of economic, political and welfare development were quite different. In the case of Hong Kong, economic development preceded both political and welfare development. In fact, the former lacks behind the latters. The struggle for political and social citizenship in a postindustrial society in the era of economic globalization thus takes on a different logic. 

In western liberal democracies, the postindustrial era is when the old social pact breaks down and is no longer adequate to meet the need of a postindustrial society. As Esping-Andersen (2002) argues, a postindustrial society requires a new social contract with the following elements:
1) a child-centered social investment strategy based on a combined policy of income guarantees against child poverty and maximizing mothers’ employment. As Esping-Andersen states, “the minimization of poverty and income insecurity is a precondition for an effective social investment strategy.” (p.5) Such a family policy will ensure the good production of human resources.
2) a new gender contract that is “women-friendly” as women’s employment improves family welfare and helps sustain future welfare state finances.

3) to fight social exclusion through an employment policy that actively promotes lifelong learning and training so as to prevent people from being entrapped in low-end jobs.
4) a new generational contract with a minimum guaranteed retirement income above the poverty line.

As Hong Kong enters the post-industrial era, its government has chosen to adopt neoliberalism as a way out of the un-sustainability of the old social pact. This is certainly moving away from the construction of a new social pact that would meet the needs of a post-industrial society. The neoliberal approach to social policy will lead to a less inclusive welfare system, a regression in social citizenship, and more acute class polarization. It may also lead Hong Kong into a “vicious cycle of un-development”: the social and economic cleavages that are created as a result of neoliberalism are not conducive to democratization, while the lack of progress in democratization will further diminish the opportunities for progressive reform in social policy. This will only lead to a deepening of the political and social crises in this city-state with potentially devastating consequences.
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� The terms social citizenship and political citizenship follows T.H. Marshall’s (1950) original usage.


� The Executive Council was a college of policy advisors to the governor and the Governor-in-Council constituted the highest policymaking body. The Legislative Council was the lawmaking body. Business elites, together with other social elites, were appointed as unofficial members to these Councils and various and advisory bodies.


� Currently, the median age of the population is 34, with 12% of the population aged over 65. The birth rate is 9.6 per 1,000 population. 


� For details, see Hong Kong Government (2006), pp.457-458.


� The data is compiled by the Hong Kong Council of Social Service. For details, please go to http://www.hkcss.org.hk/pra/Poverty/PovertyData/PovertyData.html.


� As the government has not set down a poverty line, there is no official figure indicating the extent of the population in poverty. The figure on the poverty population is based on a study by the Hong Kong Council of Social Service, which came up with the figure based on defining poverty as “living under a monthly income less than or equal to half of the median income of all other households of equal size”. See http://www.hkcss.org.hk/pra/ecp/factsheet_povertyhk.pdf for details.


� Before the handover, there were major political debates on the mode of the retirement pension system. The democratic camp in the Legislative Council and some civil society groups were pushing for an Old Age Pension System that would provide for universal and equitable coverage to the entire population age 65 and over with immediate effect. The scheme was struck down under the opposition of the business sector and the late colonial government. The latter, under Beijing’s pressure then, was concerned about the government’s financial responsibility under the scheme.  See Chow (1998) for a more detailed discussion.


� Critics have already pointed out that there is serious problem of resources inequality in education. See Tse (1998).


� The corporatization of health care service was recommended by The Scott Report (1985).


� For instance, see Health and Welfare Bureau (2001).


�See Basic Law Annex 1 (Hong Kong 1990) for details.
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