Minimum Wage Commission

Summary of views collected at consultation meetings

Introduction

To gauge the views and concerns on the preliminary impact of the implementation of
the initial statutory minimum wage (SMW) as well as on the SMW rate, the Minimum
Wage Commission (MWC) conducted consultation meetings with 105 stakeholder
groups in the fourth quarter of 2011. The participating stakeholders included major
trade unions, major employers’ associations, associations of small and medium
enterprises (SMEs), associations of low paying sectors (including employers’
associations, trade unions, employers and institutes in the sectors), other trade /
professional / employers’ associations, labour policy concern groups, and think tanks /
policy research institutes.

The views and concerns collected at the meetings are summarised below. Please note
that the summary should not be conceived as embracing the stakeholders’ complete
and final views. It is meant to enhance transparency on the work of the MWC and to
facilitate community discourse on the SMW rate. In this connection, the MWC looks
forward to receiving further views from stakeholders and interested parties with
reference to the relevant statistical data.

Summary of views

(1) Impact of the initial SMW rate

Impacts on the economy

* Employers’ associations and employer representatives generally held the view that
the initial SMW rate was implemented amidst a period of economic upturn in Hong
Kong. As such, it did not have serious adverse impact on various sectors and
enterprises. Nevertheless, the actual impact of SMW could only become clear
over a longer period of time. Given the uncertain economic outlook in 2012,
SMW might deal a blow to the business environment and labour market. Besides,
with the wages of low-paid workers surging to $28 per hour, enterprises had to
raise output prices to offset the increase in labour costs, hence inducing wage-price
spiral and inflation.



Labour wunions and labour policy concern groups considered that the
implementation of SMW neither induced negative impact as originally expected
nor resulted in waves of business closures. By adopting different mitigating
measures, enterprises were able to cope with changes in the business environment
brought about by SMW implementation. Inflation was not intensified despite an
increase in labour costs. On the contrary, the purchasing power of workers was
enhanced by the introduction of SMW, thereby boosting the local economy and
benefiting the economy as a whole.

Impacts on the labour market

Labour unions were generally of the view that implementation of SMW had
guaranteed workers’ income level and improved their standard of living without
causing job losses or pushing up the unemployment rate. Besides, the
introduction of SMW boosted the work incentive of workers and encouraged more
people, including women, the middle-aged and the elderly, to re-enter the labour
market, hence raising total employment. SMW had benefited society at large.

Stakeholders (including employers’ associations, employer representatives, think
tanks, other professional associations and labour policy concern groups) generally
agreed that grassroots workers had enjoyed pay rise upon the implementation of
SMW and more people were attracted to join the workforce. This at the same
time heightened labour market mobility. Some labour unions and employer
representatives expressed that some workers had switched to sectors with more
pleasant working environment and stable working hours, which in turn caused
labour shortage in other sectors. Enterprises had to attract or retain employees by
offering wages higher than the SMW level.

However, some labour unions believed that labour shortage in certain sectors was
attributed to various factors. The initial SMW rate was introduced amidst an
economic upturn with many new business start-ups and opening of new
commercial buildings. This boosted the labour demand in certain sectors (such as
estate management, security and catering industries) and tightened the labour
market.

Stakeholders (including employers’ associations, employer representatives, labour
unions, other trade / professional associations, labour policy concern groups and
think tanks / policy research institutes) pointed out that upon the implementation of
SMW, some enterprises managed to offset the rise in labour cost through adopting
different mitigating measures, such as reducing employees’ non-wage payments
and benefits, cutting training and working hours, increasing employees’ workload,
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laying off staff, varying employment terms, outsourcing some production processes,
automation, etc. Enterprises with good bargaining power might transfer the costs
to consumers via price increase. Nevertheless, some surveys conducted by
professional associations revealed that no significant changes were observed in the
manpower structure and the mode of salary payment upon the implementation of
SMW.

A number of employers’ associations and employer representatives expressed that
some enterprises not only raised the wages of grassroots employees, but also
adjusted the wages of employees at other ranks accordingly so as to maintain
reasonable wage differentials. However, some enterprises were unable to raise
the wages of employees at other ranks because of the need to control labour costs,
hence resulting in the loss of talents.

Some employers’ associations expressed that with the significant pay rise for
workers in the low paying sectors or lower-skilled occupations upon the
implementation of SMW, employees in other industries and occupations would
expect to have comparable pay rise. Enterprises thus had to face additional labour
costs on top of those required for meeting the statutory requirement of SMW.

Think tanks and policy research institutes were generally concerned about the
SMW’s impact on the employment opportunities of marginal and vulnerable
workers (including the elderly, the disabled, inexperienced young people, trainees
and low skilled workers, etc).

Impacts on individual industries and SMEs

Stakeholders from the estate management industry revealed that the
implementation of SMW had pushed up property management fee. Some
property owners with limited financial means (especially owners of single block
private residential buildings) saved costs by reducing security guard service to
one-shift through dispensing with the night shift service.  Employment
opportunities of elderly security guards were thus affected.

Employers’ associations and employer representatives of the catering industry
pointed out that the profit margin of small and medium sized restaurants was slim.
As the industry was labour intensive, the implementation of SMW had
significantly increased the labour cost. Since customers of these restaurants
were sensitive to price increases, some restaurant operators found it not possible
to transfer the additional labour costs to consumers. As a result, they resorted to
lowering the quality and quantity of food or reducing business size, leading to

3



closure of business eventually. Their market shares also shrank and were
displaced by large-scale or chain restaurant operators. Nonetheless, some labour
unions from the catering industry and think tanks believed that the difficulties
faced by restaurant operators were mainly caused by high rent and the effect
attributable to SMW was limited.

Employer representatives from the retail and catering industries also revealed that
in the past, lower-paid employees were more inclined to improve their service
quality and performance in order to earn higher wages and allowance. However,
upon the implementation of the initial SMW rate, as employees were guaranteed a
certain level of wages, their incentive to seek continuous improvement in
performance and undertake additional duties subsided, resulting in a possible drop
in service quality.

SME associations and employer representatives from the elderly care home
industry expressed that owing to the obnoxious nature of the industry, they
suffered persistent labour shortage. As the wages of other sectors rose upon the
implementation of SMW, an increasing number of employees left the industry,
thus affecting the service quality of elderly homes. Moreover, the cost in wages
and rental constituted a huge share of the gross expenses of elderly homes.
Some operators in the industry started to downsize their business since they were
unable to bear the increasing operating cost. Enterprises might choose to
relocate their business to the Mainland if labour costs were to increase further.

Stakeholders from the cleaning services industry revealed that the implementation
of SMW had induced more cleaning workers to switch to other sectors.
Companies had to pay wages higher than the SMW level to recruit suitable
workers.  As the premium for employees’ compensation insurance was assessed
based on the payroll, the related expenditure rose with wage uprating. Some
small operators in the industry closed down their business as the operating cost
was too high.

Some stakeholders from the logistics industry expressed that staff turnover in their
industry was quite serious after the implementation of SMW. Many frontline
workers and those at the junior to middle management level had switched to
sectors with better employment terms. In face of labour shortage, increase in
labour costs, high rental and gasoline price, the business environment of the
logistics industry was becoming more difficult.



Some think tanks / policy research institutes expressed that the initial SMW rate
had negative impact on SMEs with low profit margins. Compared with large
enterprises that were able to attract talents by offering better career development
opportunities and prospects, SMEs had no competitive edge in recruitment other
than offering wages higher than the SMW level. This resulted in a considerable
increase in labour costs.

Some other trade associations pointed out that some enterprises originally
unaffected by SMW also had to raise wages for retaining their employees, thereby
leading to a rise in labour costs.

(2) Views on the next SMW rate

Labour unions and labour policy concern groups generally considered that SMW
should be able to guarantee the income level of workers for them to live with
dignity. MWOC, in deliberating the SMW rate, should put emphasis on the basic
living needs of individual workers and their families, and collect more data on
workers’ living standard and basic needs as indicators. They also expressed that
the SMW rate should not be lower than the amount of the Comprehensive Social
Security Assistance (CSSA) and it should be adjusted in line with inflation.
Individual organisations further suggested that MWC should consider dependency
ratio or gross domestic product per capita when deliberating the SMW rate so that
workers could share the fruits of economic development. MWC should also take
into account the wages and employment situation in Hong Kong, such as the
median wage, wage differential, workers” work incentive and unemployment rates
of different types of workers.

Labour unions and labour policy concern groups generally recommended that the
next SMW rate should not be lower than $33 per hour. Based on the CSSA
amount for a two-person family, a labour union considered that the SMW rate
should be set at $35 per hour so as to cover the basic living expenses of workers
and their families.

Employers’ associations and employer representatives generally considered that
SMW should only be a wage floor to protect the low-paid workers, while the
wages of other workers should be determined by the demand and supply in the
labour market. MW(C should adopt a neutral and prudent approach in studying
the next SMW rate, balance the interests of various parties and refrain from
setting too high a rate which would impact on the economy and society negatively.
In reviewing the SMW rate, MWC should also consider the prevailing economic
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cycle of Hong Kong, the overall economic development and business
environment, impact of SMW on inflation and prices, additional labour costs to be
borne by enterprises arising from the increase in statutory benefits and other
expenses induced by SMW, and the impacts of SMW on workers in different
industries, age groups and geographical locations.

Employers’ associations and employer representatives generally recommended
that the SMW rate should be maintained at $28 per hour. SMEs with limited
financial means and competitiveness were unable to control their costs through
bulk purchase and mass production as adopted by large enterprises. The
impact of SMW on SMEs was therefore greater and an exceedingly high SMW
rate would hamper their survival. SMEs might eventually be squeezed out of
the market by large enterprises. Some employer representatives expressed that
the current SMW rate had already greatly increased the wage bill of enterprises.
If the SMW rate was raised to $33 per hour, some enterprises might find it
unsustainable and might choose to relocate their business to other places or even
close down the whole business.

Most employers’ associations and employer representatives held the view that as
SMW had only been implemented for a short period of time, it was difficult to
assess its actual impact. MWC should therefore keep in view related statistical
data and commence the review on the SMW rate only when adequate data and
evidence were available. Labour unions and labour policy concern groups
generally considered that as high inflation had already been eroding workers’
purchasing power, MWC should kick off the review as soon as possible to
ensure that the SMW rate could catch up with inflation and maintain workers’
standard of living.
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List of stakeholders attending consultation meetings in the 4™ quarter of 2011
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Hong Kong & Kowloon Restaurant & Cafe Workers General Union
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28. | Hong Kong & Kowloon Trades Union Council # v~ [l ‘i?ffe FAI 6
29 Hong Kong Air Freight Transport and Express Transport Employee Union
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30 Hong Kong Beauty and Fitness Professionals General Union
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Hong Kong Beauty and Hair Care Employees’ Union
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47 Hong Kong General Chamber of Small and Medium Busmess
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48 Hong Kong General Chamber of Social Enterprises Ltd.
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51.
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Hong Kong Jewellers” & Goldsmiths’ Association
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54. | Hong Kong Logistics Association 75 i w1

55 Hong Kong Professionals and Senior Executives Assomaﬂon
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56 Hong Kong Restaurant & Eating House Merchants General Association
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57. | Hong Kong Retail Management Association 7 A FE NG
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59. | Hong Kong Security Association 7 ¥ i 5 {7 |

60 Hong Kong Small and Medium En'terprises Association
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61. Hong Kong Women Development Association Ltd TE“[ W IR %

62. | Hong Yip Services Co. Ltd. H 3 5355 £ L7 F]
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64. | Institution of Dining Art 73 5 F{ '
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67. | Joint Council of Estate Agents Associations 4 & (& I i EXNE

68. | Kam Hing Food Factory Ltd. % 2 Iﬂl% = |

69. | Li & Fung (Retailing) Ltd. #| & ( % &5 LT

70. | Lucky House Restaurant Group iﬁmﬁj Br AL E [El

71. | Oxfam Hong Kong %45 ¢

72. | People’s Alliance for Minimum Wage =[] 7 2V 4 % 7 %% 55 B
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The Chinese Manufacturers’ Association of Hong Kong
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86. | The Dairy Farm Company Ltd. F %% E| 1SN “J
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