In sum, the initial decline towards low fertility has been importantly
related to stopping behavior — a reduction of higher parity births.
More recently, the postponement of fertility, especially for first births,
has emerged as a crucial determinant of differences in fertility levels.
And the lowest-low fertility truly reflects the real reduction of fertility
levels in HK.

When fertility drops to a particularly low level below replacement and
the mortality rate remains low, the pace of population aging inevitably
quickens. The overall dependency ratio is projected to rise from 381
in 2002 to 562 in 2031. The elderly dependency ratio is expected to
increase gradually from 158 in 2002 to 198 in 2016, followed by a
marked rise to 380 in 2031 in HK.

The HK official population projections projected more deaths than
births each year from 2023 onwards. The population would then
experience negative natural increase and de-popuilation would arise if
there were no net inward migration. This scenario implies (a) an
accelerated “graying” of Hong Kong; and (b) the onset in 2023 of a
very painful process of de-population that could well last longer than
half a century, resulting in a smaller and older population with
significantly weaker economic potential.

Policy recommendations

HK government released their official population policy on February
26, 2003 (HKSAR 2003). The recommended measures aim to
improve the overall standard of living and ensure the long-term
sustainability of economy and specifically, strive to address the
- challenges posed by an aging population and shrinking workforce on

- economic growth.

in terms of quantity, the recommended measures help to rejuvenate
progressively aging population by continuing the current course of
one way permit scheme for mainland Chinese relatives, children and
spouses; by increasing admission of mainland professionals and
talent; and by granting permanent residents to persons who make
substantial investment (HK$6.5 million) i.e., capital investment
entrants, and to apply this extended policy initially to foreign nationals,
residents of Macao SAR and Taiwan.

—287—



In terms of economic sustainability, the recommended measures are
able to upgrade the productive efficiency and capability of workforce
and are also able to enhance economic vibrancy and domestic
consumption by continuing to pursue extensive programs to upgrade
the educational attainment of our population at all levels; by
promoting and facilitating skills upgrading and life-long education; and
adopting a -strategic, responsive and coordinated approach to
manpower planning and development to meet the changing demands
of the economy. o |

In terms of social sustainability and integration, the recommended
measures facilitate integration of new arrivals from the Mainland and
elsewhere with the community by continuing to provide and develop
appropriate programs to address the training needs of new arrivals of
different age-groups and fostering closer partnership between the
Government and NGOs to identify and address the needs of new
arrivals.

In terms of fiscal sustainability, the recommended measures are able
to increase productivity and reduce elderly dependency by stepping
up efforts to encourage Hong Kong people being educated overseas
to return to live and work here and by granting the same level of tax
deduction for all children irrespective of number.

Moreover, to address the problem of rising social expenditure and
limited resources, the recommended measures help to provide a
more rational basis for-the provision of subsidized benefits to the
residents and growing transient population by intfroducing a levy paid

" by employers for the employment of foreign domestic helpers (FDHs);

= -by stepping up enforcement action-against-abuse of the FDH system
and preventing exploitation of the workers, etc.

By adopting the principle of “seven-year” residence requirement for
- providing social benefits heavily subsidized by public funds; by
~ tightening up the eligibility criterion for CSSA so that such benefits
should be available only to residents who comply with the seven-year
residence rule (except for children under the age of 18 and current
residents in Hong Kong will not be affected by this rule.



And by applying the same principle in respect of public healthcare
services to Two Way Permit holders and other visitors and
considering how this policy could apply and be implemented for the
rest of the population; and reviewing in the longer term access to
subsidized benefits by residents absent from HK for a long period of
time.
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Figure 1. TFR, Hong Kong, 1971-2001
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Figure 3. Mean Age at first marriage, 1976-2001
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Figure 7. Cohort ASFR (All birth orders), 1931-1981
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Figure 9. TFNIR and TFR, 1876-1996
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Figure 11. Proportion of extra-maritaf births and TFR, 1976-2000
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