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T
he recent harsh criticism of 
the National Security Law 
for Hong Kong (NSL) and 
the city’s improved electoral 
system by the United Nations 
Human Rights Committee 
(the Committee) has sent the 

city into a whirlwind of grievance and frustra-
tion. Those signatory parties which care noth-
ing for human rights can quite brazenly ignore 
the criticisms of the Committee. But Hong 
Kong cares fi rst and foremost about its hard-
won human rights records. It always takes its 
international human rights obligations and 
commitments seriously, including those set 
out in the International Covenant on Civil and 
Political Rights (ICCPR). 

A report released by the Committee, which 
included “concluding observations” on the lat-
est situation in the city, expressed “grave con-
cern” about an “overly broad” interpretation 
and “arbitrary application” of the NSL, noting 
that over 200 people have been arrested since 
the promulgation of the NSL in June 2020.

Other criticisms include: the “chilling” 
e� ect on civil society organizations and trade 
unions, the “extensive” investigative powers of 
the national security police, the designation of 
national security judges by the chief executive, 
the imposition of “stringent” conditions on the 
granting of bail and the transfer of very serious 
cases to the mainland. Finally, the Committee 
recommends, with little of its former tacti-
cal deftness but rather with a rough heavy-
handedness, that the NSL and the sedition 
ordinance be repealed.

Concerning the improved electoral system 
introduced in 2021, the Committee claimed 
that the new system fails to comply with 
the ICCPR and gives “little or no chance for 
candidates of opposition parties to stand for 
election”. The Committee called for reform to 
increase the number of directly elected seats in 
the Electoral Committee, a powerful body that 
selects the city’s chief executive and members 
of the Legislative Council.

Though Hong Kong’s Constitutional and 
Mainland A� airs Bureau has tried its best to 
respond to those unfair and unsubstantiated 
allegations made by the Committee, we get 
the impression that the persuasive work was 
drowned in pessimism because of its failure 
to convince the Committee to reconsider our 
strong defense. To enhance our persuasive 
work, we suggest that Hong Kong’s patriotic 
NGOs with legal expertise should play a more 
active role in submitting fact-based alterna-
tive reports to the Committee to enable its 18 

members to have a balanced and holistic view 
of our need to enact the NSL. We should also 
invite members of the Committee to visit Hong 
Kong and engage in a constructive dialog with 
the representatives of the silent majority in 
the city who have embraced the NSL and the 
improved electoral system.

According to Geo� rey Robertson, the Com-
mittee lacks any independent fact-fi nding 
capacity. It has access to fact-fi nding reports by 
the Human Rights Commission, but these are 
limited and inadequate (Geo� rey Robertson, 
Crimes Against Humanity (London: Penguin 
Group, 2006), p.62). Reports submitted by 
NGOs can help shed some of these fact-fi nding 
burdens. NGOs can also comment on state 
reports, and attend all of the Committee’s ses-
sions as observers.

But every coin has two sides. As former judge 
of the International Court of Justice Thomas 
Buergenthal has correctly pointed out, the 
Committee has over time made ever greater use 
of NGO material (Thomas Buergenthal, “The 
United Nations Human Rights Committee”, in 
Max Planck, Yearbook of United Nations Law 
5, 2001, p.352). The Committee must ensure 
that the information provided by the respective 
NGOs is accurate. But it is a tedious and time-
consuming process. Besides, concerns have 
surfaced about the attempts of some anti-China 
NGOs to infl uence the decisions of the Com-
mittee.

As a countervailing force against these anti-
China NGOs, Hong Kong’s patriotic NGOs 
organized by legal practitioners should play 
a more active role in submitting alternative 
reports to the Committee to enable its mem-
bers to have a comprehensive understanding 
of the unique situation in Hong Kong. 

First, they should convince the Committee to 
view the enactment of the NSL in the proper 
context with due regard to the violent “black-
clad riots” preceding the enactment of the 

NSL. Second, they should stress that Articles 4 
and 5 of the NSL are centrally important to the 
implementation of the NSL in the city. Third, 
they should convince the Committee that most 
of the implementation rules are formulated 
with reference to existing legislation of Hong 
Kong. Fourth, they should convince the Com-
mittee that the o� ences under the NSL are 
clearly defi ned and are similar to the national 
security laws of other jurisdictions. They are 
not brief statements of principles. 

Finally, they should convince the Commit-
tee that the NSL is supported by the silent 
majority in the city because these people give 
priority to social stability and national security 
and they recognize the need to curtail some 
personal freedom. The margin of apprecia-
tion should be operated so as to take account 
of background factors and our unique social 
and cultural conditions when applying ICCPR 
rights.

With regard to the improved electoral 
system, these patriotic NGOs should tell the 
Committee that many Hong Kong residents 
were fed up with the disruption caused by 
anti-China Legislative Council members prior 
to the introduction of the electoral overhaul. 
They were afraid that their socioeconomic 
rights, which are classifi ed by Karel Vasek 
as second-generation human rights, were 
threatened by the veto power of the anti-China 
LegCo members in relation to funding for live-
lihood expenditure. The margin of apprecia-
tion should be operated to take account of the 
concerns of the silent majority and the unique 
socioeconomic conditions in the city when 
applying the ICCPR.

Seeing is believing. If the members of the 
Committee can take a research trip to Hong 
Kong and talk to the representatives of the 
silent majority, they will see the facts which 
may not have been discovered. These facts 
can strengthen the contention that many 
Hong Kong people support the NSL and the 
improved electoral system. The NSL was 
enacted to restore the enjoyment of rights and 
freedoms which many people in the city had 
been unable to enjoy during the “black-clad 
riots”. The improved electoral system ensures 
that Hong Kong people can continue to enjoy 
a high level of socioeconomic rights delivered 
by good governance. The ultimate aim of 
attaining universal su� rage provided for in 
Articles 45 and 68 of the Basic Law has not 
been revised.

The views do not necessarily refl ect those of 
China Daily. 
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UN panel’s ‘observations’ on 
Hong Kong must be rectifi ed

T here are currently 13 Mandatory 
Provident Fund schemes trustees 
o� ering 27 MPF schemes to about 
4.5 million scheme members and 

330,000 participating employers. The aggre-
gate net asset value of all MPF schemes 
exceeded HK$1.17 trillion ($150 billion) in 
March 2021, with an annualized internal rate 
of return (net of fees) of 3.7 percent since the 
establishment of the MPF system in December 
2000. The net rate of return at 3.7 percent is 
not superb, but if it were a steady annual rate, 
members probably would still think it is not a 
bad scheme. Unfortunately, returns are highly 
erratic. Over the fi rst six months of 2022, MPF 
Ratings reported the worst fi rst-half return 
since the MPF schemes’ inception. The cumu-
lative loss over the period was 13 percent. 
The average MPF member account balance is 
expected to have fallen to HK$230,500 at the 
end of June, a decline of HK$27,200, or 10.55 
percent compared with the end of last year.  

Since practically every employee in Hong 
Kong holds an MPF account, protecting 
account holders from the volatility of the mar-
ket will greatly contribute to Hong Kong peo-
ple’s well-being. Unfortunately, the Hong Kong 
Special Administrative Region government so 
far has not put in place any e� ective way to 
reduce the volatility of the returns. Observers 
may say that fi nancial markets are inherently 
volatile. Those who prefer less volatility can 
choose low-risk, fi xed-income-asset-intensive 
portfolios. Many Hong Kong employees who 
are risk averse do exactly this, but they discov-
er that over the long term this strategy yields 
far lower returns than portfolios with a larger 
concentration in stocks. Chances are that they 
may not even beat infl ation. 

Our MPF accounts are very much like the 
401(k) plans in the United States. Ibbotson, a 
consulting unit of Chicago-based fund tracker 
Morningstar Inc., published a research report 
that highlighted the huge variations in fortunes 
for retirees having invested and taking out 

their investments in di� erent years, even when 
there is substantial overlap in their holding 
periods. For a similar hypothetical portfolio 
comprising 60 percent stocks and 40 percent 
bonds that rebalances at the start of each year, 
the researchers found that $100,000 invested 
in 1925 would have yielded about $1 million 30 
years later, while the same amount invested in 
1927 would have grown to only about $760,000 
by 1957. An initial $100,000 investment made in 
1964 would have yielded $1.47 million in 1994, 
while that investment made in 1965 would have 
grown to about $1.78 million in 30 years.    

I had proposed, in my book Public Policy 
and the Public Interest, published by Rout-
ledge, that the government can help smooth 
out the erratic returns in the following way. 
The government can o� er a “risk of return 
insurance” that guarantees a minimum rate of 
return (say at 2 percent after infl ation) for all 
years for all cohorts. It taxes “excess returns” 
whenever a year brings returns higher than 
the guaranteed real rate of return, and uses the 
proceeds to subsidize “short returns” whenever 
a year brings returns that are lower than the 
guaranteed real rate after infl ation. 

This way, regardless of how the market 
performs, MPF account holders can be sure 
that their assets in real terms will continue to 
grow. In a good year, returns are high, but only 
excess returns are taxed, so account holders 
will continue to collect good returns, though 
not as high as prior to the tax. In a bad year, 
any shortfall in returns will be made up for by 

the government (through its authorized insur-
ance arm or agency). 

The availability of such insurance — and I 
would propose that this insurance is manda-
tory for all MPF account holders — would 
mean that employees no longer need to sacri-
fi ce their need for higher returns for fear of the 
volatility. Since those who are most risk averse 
typically are lower-income employees who 
already su� er from rather small MPF asset 
holdings, they are also those who can least 
a� ord tiny or even negative real returns on 
their investment, which they presently need to 
endure because they are wary of the volatility 
of the stock market. 

The proposed “returns insurance” is, of 
course, not a typical insurance policy. A true 
insurance policy essentially pools the risks 
of people seeking protection, so those who 
eventually discover that the feared contingency 
never occurred are e� ectively subsidizing 
those who are a� ected by the feared con-
tingency. Since the market typically a� ects 
members in very similar ways, with members’ 
returns rising and falling together, in a bad 
year it is not possible that there are enough 
high return members to subsidize the returns 
of low or negative return members. The “cross 
subsidization” that occurs is inter-temporal. 
The government has to collect su©  cient taxes 
during the good years to subsidize inadequate 
or negative returns in bad years. As such, the 
government may have to take up some residu-
al risk. However, if the guaranteed returns are 
based on what is observed over many decades, 
the risks of a net loss over the long run are 
likely to be small. 

Finally, I think Hong Kong needs more infl a-
tion-protected fi xed income products. Perhaps 
on top of the Green Bond program, the SAR 
government should promote more infl ation-
protected bonds.

The views do not necessarily refl ect those of 
China Daily. 

T he economy in the next 20 
years will be driven by innova-
tion and technology (I&T). I 
would like to put forward four 

recommendations for Hong Kong’s I&T 
development.

First, we should increase the research 
and development (R&D) investment 
from 0.99 percent to 1.5 percent of GDP.

One of the achievements of Mrs Carrie 
Lam Cheng Yuet-ngor’s government in 
promoting I&T was the increase of R&D 
expenditures from 0.74 to 0.99 percent 
of GDP during her term, though it still 
has not reached the original goal of 1.5 
percent. The government did step up its 
fi nancial support to develop I&T, but the 
investment is far from enough to enable 
us to be ranked among the top in the 
global competition.

The success of Israel, nicknamed 
“startup nation”, is mainly due to its 
continuous investment in R&D of 
innovative and high technology over 
the past fi ve decades. Since the 1970s, 
the country has been keen on devel-
oping I&T. In 1991, its R&D spending 
accounted for about 2.5 percent of GDP, 
and has been increasing steadily, nearly 
doubling to 4.94 percent in 2018, over 
twice the Organization for Economic 
Cooperation and Development average 
of 2.26 percent.

Years of investment have yielded 
remarkable results. Especially under 
the COVID-19 pandemic, a modest 
adverse impact was seen in Israel com-
pared with other developed countries. 
Today, high-tech companies account 
for 40 percent of Israel’s Tel Aviv Stock 
Exchange 35 Index, and contribute 
more than 40 percent of the country’s 
exports. Though workers in high tech 
companies account for only 10 percent 
of the labor force, they provide 25 per-
cent of Israeli income taxes.

Shenzhen also drives economic 
growth through R&D in I&T. In 2009, 
the local R&D expenditures accounted 
for more than 3 percent of GDP at 27.9 
billion yuan ($4.13 billion); it steadily 
grew to 5.46 percent in 2020. When 
then-chief executive Carrie Lam said 
that the investment of HK$150 billion 
($19.1 billion) over the past few years 
showed our commitment to I&T devel-
opment, Shenzhen spent over 151 billion 
yuan in R&D in 2020 alone.

If we want to have breakthroughs 
in the fi eld, investment in R&D must 
be persistent and intensifi ed. I hope 
Chief Executive John Lee Ka-chiu can 
increase R&D spending to at least 1.5 
percent of GDP during his term of 
o©  ce. Otherwise, in today’s fi erce global 
competition in I&T, a slow advance 
means to drop back. If we do not con-
tinue to match others in investing in 
the fi eld, we may lag behind others and 
waste much of our e� orts.

Second, we need to have a more-
diversifi ed investment.

The government identifi ed four key 
areas in the 2018-19 budget; namely, 
biotechnology, artifi cial intelligence (AI), 
smart city, and fi nancial technology 
(fi ntech). In the face of the pandemic, 
it is logical for Hong Kong to focus on 
the development of life and health sci-
ences, while AI and robotics are the 
major technology trends. However, if 
the biotechnology development fails to 
achieve results in the short term, it looks 
like our HK$150 billion investment fails 
and there is no way out, and it will be 
di©  cult to secure the public’s support in 
future.

Among Hong Kong’s four key areas, 
fi ntech should have great potential. As 
an international fi nancial center, we 
have a large pool of fi nancial talent, and 
a deep understanding of the market 
needs and wants, together with a well-
established legal system. According to 
The Economist, China has far fewer 
fi ntech unicorns than the world aver-
age. The magazine looks at the distribu-
tion of unicorns in the four major areas 
— namely, software, deep technology, 
fi ntech and consumers — and China’s 
fi ntech companies account for only 
about 5 percent of its total unicorns, 
much less than the global average. Can 
Hong Kong ride on its own advantages 
to make up for the defi ciency?

Third, it is crucial that Hong Kong 
uplift the quality of its talent.

The success of a smart-city develop-
ment depends on the ability to build 
a strong technology talent base. It’s 
especially important to attract academic 
high-achievers to pursue degree pro-
grams related to science, technology, 
engineering and mathematics (STEM) 
in universities. However, many top stu-
dents opt for medicine, business or law, 
but not STEM subjects.

At the same time Hong Kong is 
transforming into an advanced smart 
city, there is a mismatch between local 
degree graduates and higher-skilled job 
positions. According to analysis from 
the Legislative Council Secretariat, the 
unemployment rate of graduates of 
research postgraduate has been higher 
than that of graduates of bachelor’s 
degree programs over the past 20 years. 
The former recorded 5 percent jobless 
rate in 2019, while the latter was 2.8 
percent, and Hong Kong overall was 2.9 
percent. Because of unfavorable employ-
ment prospects, the number of local 
research postgraduate students funded 
by the University Grants Committee 
dropped by 41 percent, from 2,575 to 
1,510 between 2002-03 and 2019-20.

It’s a chicken-and-egg problem. If 
there is no booming ecosystem, why 
would parents encourage their high-
achieving children to take science and 
engineering courses? That’s why I 
started a business after graduation 25 
years ago.

What can be done now, apart from 
continuing to subsidize companies to 
employ STEM graduates or considering 
a substantial reduction in tuition fees, is 
that the authority needs to review how 
graduate degree programs can match 
the market demand, and actively col-
laborate with companies to launch on-
the-job training courses to improve the 
quality of talents.

Last but not the least, setting up an 
appropriate key performance indica-
tor (KPI) to track the e� ectiveness of 
the R&D spending is also critical to the 
long-term development of I&T.

The government has invested HK$10 
billion in the InnoHK clusters, a fl ag-
ship project of Hong Kong’s I&T, recruit-
ing 28 research laboratories from 11 
economies. This has strengthened our 
capability in basic scientifi c research. 
The question is, how do these clusters 
benefi t the society at large? To ensure 
we have a reasonable return on invest-
ment, we must set up a KPI and time-
tables, while at the same time taking 
into account sustainable development 
in the future.

The KPI not only evaluates the e� ec-
tiveness of R&D, it can also be used to 
compare with other places, allowing the 
authority to understand whether their 
R&D investment in the current market 
sentiment and competitive context is 
fruitful, and whether they are achieving 
their goals over time. It also helps peo-
ple understand whether public funds 
are used properly.

At the same time, the KPI should be 
simple and easy to understand. Accord-
ing to consulting fi rm McKinsey & Co, 
there are two conversion metrics as KPI. 
One is the ratio of how the R&D spend-
ing is converting into new-product 
sales, that is, the average revenue from 
new product sales for every dollar spent 
on R&D; the second one is product 
sales-to-margin conversion ratio, which 
looks at each dollar of new-product 
sales and sees how much gross margin 
is generated. Besides, the years each 
industry takes varies. The innovation 
cycle of consumer products is generally 
shorter, a three-year period is suitable 
for measuring gains and losses; how-
ever, for specialties such as chemicals or 
specialty materials, a fi ve-year period is 
more common.

The COVID-19 pandemic has acceler-
ated the development of science and 
technology. Hong Kong has a solid foun-
dation in basic scientifi c research, which 
must be used wisely so that it will not 
become a white elephant. After all, the 
ultimate goal of I&T is to boost the econ-
omy, improve people’s livelihoods and 
solve problems. John Lee pointed out 
that the next fi ve years will be crucial 
for Hong Kong to transform from good 
governance to prosperity. We hope that 
through e� ectively promoting I&T, we 
can open a new chapter for Hong Kong.

The views do not necessarily refl ect 
those of China Daily. 

Concrete steps needed to 
boost I&T development

MPF accounts need protection from unbearable risks 
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