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New Publication

The Foundations of the Hong Kong Revenue Regime

(3 December 2008): Civic Exchange today releases a background report on Hong Kong’s revenue regime that looks at the history of how the tax system has been shaped from colonial times to the highly globalised environment today. 

Specifically, the report discusses the special feature of the ‘land-as-commodity’ revenue scheme; and the importance of trade to the economy. The report also highlights the longstanding opposition to tax reform from the elites, who have resisted the imposition of a general income tax and taxation of off-shore income. 

In recent years, the government has suggested a Goods and Services Tax over other forms of taxation when Hong Kong began to discuss the necessity of broadening its tax base although public debate has stalled for the time being. 

While in the face of the current worldwide financial downturn, there is little likelihood of pressure to change the tax system, there is constant interest in how the government funds public spending and the level of spending Hong Kong can afford, which is an indirect discussion on the tax regime. 

Reform of the Hong Kong tax system is needed – but any reforms should not fundamentally compromise the low tax rate simplicity of the current regime. Although the current system has fairness and effectiveness problems it may, over the long run, promote greater cost-effectiveness for all residents, than other, more highly developed tax systems. One area of taxation reform so far not well researched in Hong Kong is Green Taxation. Taxes designed to improve environmental protection at the same time as raising revenue might sensibly form part of any new tax reform initiative in Hong Kong.

This report forms part of our overall research project on Hong Kong’s budgetary policies. Civic Exchange will organize seminars in mid-January (13 and 15) 2009 to provide a platform for debate on public expenditure, revenue raising and the politics of the budgetary process.

English version of the report is available for download at:

http://www.civic-exchange.org/eng/upload/files/200812_hkTaxRegime.pdf
