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Abstract

This research paper examines Hong Kong's fiscal resilience through the lens of revenue
composition, expenditure growth, institutional capacity, and macroeconomic constraints. The
central argument is that Hong Kong's fiscal challenge is not best understood as a conventional
sovereign debt problem, but as a problem of revenue volatility and policy dependence on
cyclical, asset-related income streams such as land premiums, stamp duties, and profits tax
linked to financial and property market conditions. While these revenue sources can deliver large
deficit during periods of market recession, they also create large surplus during booms, these will
create instability in budgeting, weaken medium-term expenditure planning, and may encourage
policymakers to defer more durable structural reforms. This research paper purposed to modify
the revenue policy framework, by introduce a Build, Operate and Transfer (BOT) in
infrastructure policy, and privatization of the universities in order to minimize the impact on
gov’t expenditure and maximize the publics utilities. We further review in the discussion of
Goods and Services Tax (GST) by shifting from categorical decision toward a more balanced
evaluation of trade-offs involving revenue potential, distributional effects, administrative burden,
and public acceptability. This research paper argues that GST should not be considered a
standalone solution to Hong Kong's fiscal pressures, but that debate over broad-based
consumption taxation remains relevant within a wider package of fiscal reforms. Our research
analysis concludes that Hong Kong requires a more resilient fiscal architecture built on four
pillars: more stable and transparent revenue strategy, tighter prioritization of recurrent and
capital expenditure, modernization of tax administration through digital tools and risk-based
compliance systems (reduce the tax department redundant staff) and a more disciplined
framework for evaluating long-horizon infrastructure commitments. Rather than relying on
temporary windfalls assertions, a credible reform agenda therefore should be anchored
immediately, with feasibility solution, and the specific macroeconomic realities of a small, open
economy operating under a currency board arrangement, to implement a suitable modification.

Keywords: Hong Kong fiscal resilience; public finance reform; revenue volatility; land
premiums; stamp duties; fiscal sustainability; Linked Exchange Rate System; fiscal transparency;
Goods and Services Tax (GST); tax administration; digital modernization; expenditure
prioritization; infrastructure finance; policy analysis; revenue diversification
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Introduction

Hong Kong has historically been associated with fiscal prudence, low public debt, and
substantial fiscal reserves, and these features have often been treated as evidence of outstanding
resilience within the category of advanced small open economies. Yet the presence of reserves
and a relatively conservative debt profile does not by itself establish long-term fiscal
sustainability. The more important analytical question is whether Hong Kong's public finance
system can maintain stable service provision and credible long-term planning when a substantial
part of government income relies on property and financial market cycles.

This distinction matters because fiscal resilience is not identical to short-term solvency.
Government may remain solvent while still facing structural weaknesses in revenue composition,
increasing rigidity in recurrent spending, and reduced flexibility during economic downturns. In
response, this research paper treats fiscal resilience as the capacity of the public finance system
to absorb economic shocks, maintain essential expenditure commitments, preserve institutional
credibility, and adapt policy settings without excessive reliance on temporary windfalls on
opaque accounting arrangements.

Hong Kong's policy environment gives this issue unusual importance. Under the Linked
Exchange Rate System, Hong Kong does not conduct independent monetary policy in the same
way as economies with floating exchange rates and autonomous interest-rate setting. As a result,
fiscal policy carries added significance as a stabilization tool, particularly during periods of
cyclical weakness, asset-price correction, or external financial turmoil. This does not mean that
every deficit threatens the currency arrangement, but it does mean that medium-term fiscal
credibility, expenditure discipline, and revenue reliability are especially important in maintaining
confidence.

This research paper therefore addresses three interrelated questions. First, how does reliance on
volatile revenue sources affect Hong Kong's fiscal resilience? Second, what are the main
limitations of using headline debt indicators alone to judge sustainability in Hong Kong's
institutional context? Third, what reform options are both analytically defensible and practically
feasible to tax policy, expenditure management, administrative modernization, and infrastructure
finance? These questions align with the public request for clearer transparency, better structure,
with a more realistic operation, in order to build up confident.

Methodology

This research paper adopts a qualitative budget-analysis methodology to examine Hong Kong’s
fiscal resilience. It uses a structured table framework to assess revenue stability, expenditure
pressure, institutional capacity, and macro-financial surrounding under the Linked Exchange
Rate System constraints. This approach is designed to clarify how volatile, asset-related revenues
can affect medium-term budgeting and policy credibility. Our analysis is based on 10 yrs, 5 yrs
and recent budget tables, fiscal summaries, and illustrative historical episodes from Hong Kong’s
public finance experience. These sources are used to identify patterns in land premiums, stamp
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duties, debt financing, and reserve use, with particular attention to how cyclical revenue surges
may mask structural vulnerability. This paper also reviews policy options such as GST,
administrative digitization, and expenditure prioritization through criteria of feasibility, equity,
transparency, and fiscal competency. To improve analytical precision, this research study
distinguishes between recurring revenue, one-off windfalls, and financing measures. This allows
the paper to judge fiscal sustainability beyond headline debt ratios and to focus on resilience,
governance, and policy adaptability.

Analytical Approach and Scope

This research study focus on gov’t budget context analysis. We uses a structured analytical
framework to evaluate fiscal resilience through four dimensions: revenue stability, expenditure
pressure, institutional and administrative capacity, and macro-financial (land premium & stamp
duty) constraints. Our analysis draws on the logic in the organized manner but advance it into a
clearer analytical structure. Historical references, such as the table in the gov’t budget analysis in
the period of time within recent, 5 yrs and 10 yrs, are used to illustrative the realities situation.
The function is to show how cyclical revenue surges may temporarily illusion of the fiscal
position while masking underlying structural dependence on volatile revenue streams. The scope
of this paper is to illustrate the expenditure (gov’t budget) on policy framework incoherence.
Instead of making sweeping claims about multiple sectors, this research paper concentrates on
the public-finance implications of revenue composition, the management of deficits and
investment commitments, the design and feasibility of GST, and selected administrative reforms.
Our research paper, recommendations serval sector of modification, relating to education,
healthcare, gambling, and infrastructure are retained in where they bear directly on fiscal design
and are discussed in more cautious and feasibility-oriented terms. Our framing design have two
advantages. First, it brings the paper into closer alignment with accepted forms of public policy,
where the more realistic approach may serve as a value on the utilities implementation and
balance of budget impotency, rather than of a paper often focus on econometric model alone.
Second, our paper relied on a budget-analysis approach allows the argument to remain
substantial while also remaining proportionate to the available evidence. Which may reduce the
risk of overclaiming.
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Discussion:
Revenue Structure and Fiscal Vulnerability

According to the following (table: 1), the land premises peaked at HK$164.8 billion in 2017-
2018, fell to HK$88.7Billion in 2020-2021, and have since been in the HK$13-19 billion range.
And also, the stamp duty fell to a trough of HK $ 49.1 billion in 2023-2024, then rebounded
strongly to HK$102.6 billion in 2025-2026 as transaction activity recovered [7-12].

Table 1. Core fiscal aggregates (HK$ billion)

Debt
Deficit Fiscal outstanding
Financial before Netbond Surplus/(Deficit) reserves (latest
year Revenue Expenditure bonds proceeds after bonds (end-March) snapshot)
201617 57341 4621 +1111 0.0 +1114 954.0 —
(surplus)
201718 619.8 470.9 +149.0 0.0 +149.0 1,102.9 —
201819  599.8 531.8 +68.0 0.0 +68.0 1170.9 —
2019-20 590.9 607.8 -16.9 7.8 -10.6 1,160.3 —
2020-21 543.5 820.4 -276.9 19.3 -257.6 902.7 —
2021-22 5914 7278 -136.7 351 -101.6 801.1 —
2022-23 — — — — — — —
2023-24 5494 721.3 —171.9 72.5 -100.2 734.6 —
2024-25 564.9 753.2 -188.3 130.0 -80.3 654.3 =293.2
(Dec-24)
2025-26 688.8 789.2 (rev.)/ -92.9 156.0 +11.2 665.5 (est. =414.8
(rev.est.) (rev.)/ 790.3 end-Mar-26) (Jan-26)
6975 (latest)
(latest)

Table 1: 10-Year Hong Kong Government Budget & Fiscal Base (2016-17 to 2025-26) [7-12]

A central insight of the Hong Kong's fiscal structure is unusually exposed to asset-price cycles
because a meaningful share of public revenue is tied, directly or indirectly, to property market
and stock market conditions (table: 1, table: 2, table 4) (figure: 1). Land-related income and
transaction-based duties can expand rapidly during boom periods, producing surpluses that create
an appearance of fiscal strength. However, these same revenue sources can contract sharply
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when market activity weakens, leaving expenditure plans exposed and medium-term fiscal
planning more difficult (table: 2, 4) (figure: 1) [7-12].

Table 2. Revenue composition - five major sources (HK$ million)

Source 2021-22 2022-23 2023-24 2024-25 2025-26
Profits Tax 167,336 174,212 170,498 177,688 212,645
Land Premium 143,044 69,928 19,581 13,602 18,569
Stamp Duty 99,677 69,977 49,112 63,880 102,565
Salaries Tax 75,570 79,490 79,870 88,879 97,692
Investment Income 80,433 93,301 74,950 44717 35,468

Table 2: HK Gov’t 2021-2026 Five Major Sources Revenue Composition [7-12]

This research emphasized on the direct, recent, and official support for major fiscal claims,
especially where the above table have cited values for borrowing capacity, debt ratio, historical
surpluses, and balance [table: 1, table: 2]. So, our analysis is significant because the underlying
issue is not simply one of the accountancy deception techniques; it is also one of analytical
precision. A fiscal resilience must distinguish between stable recurring revenues, one-off
windfalls, cyclical taxes, and financing measures. Without that distinction, temporary
improvements in the headline balance may be misread as evidence of structural sustainability [7-
12].

Table 3. Debt, fiscal reserves and infrastructure financing (latest official snapshots)

Indicator Latest value Key points

Fiscal reserves HKS665.5b Down from HK$1,170.9b peak in 2018-19; stabilising around
(end-March 2026, HKS650-670b.

est.)

Government debt HKS$414.8b Comprises Green Bonds (~HK$203.2b), Infrastructure Bonds
outstanding (Jan-26) (~HKS$97.7b), Silver Bonds (~HKS$109.3b).

Infrastructure Bond ~HKS97.7b Part of planned HK$150-195b annual issuance over next five years;
Programme (IBP) outstanding proceeds must not fund recurrent spending.

Sustainable Bond ~HKS$203.2b Includes landmark sovereign green bonds; used for green projects
Programme (GSBP) outstanding and refinancing.
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Sources (official)

o FSTB: Financial Results of the Government of the HKSAR (2023-24 to 2025-26).

o FSTB: Five Major Revenue Sources of the Government (202122 to 2025-26).

» Budget speeches & estimates: 2025-26 and 2026-27.

« C&SD / Budget archives: consolidated accounts 2016-17 to 2021-22.

« Government press releases on interim results and debt stock (Dec-24, Jan-26, Nov-25).

« IRD: stamp duty collections context (2023-24 to 2025-26).

« Historical LCQ replies on land premium and stamp duty shares (2016-17 to 2020-21).

Table 3: Debt, fiscal reserves and infrastructure financing [7-12]

Moreover, the broader concern is that volatile revenues can distort policy incentives. When
buoyant asset markets deliver unexpectedly high revenue, governments may postpone tax
reform, allow expenditure baselines to ratchet upward, or underestimate vulnerability. This
perception pattern is not suitable for Hong Kong budget resilience, instead it may imply a worsen
condition in the near future which the tax burden may implementation to the future. Since it is
especially significant in Hong Kong because low and simple taxation has long been treated as
both an economic advantage and a policy commitment. If the revenue base remains narrow and
cyclical while spending pressures become more persistent, this implies that, the fiscal system
will appear strong in good years and constrained in weaker years (table: 4)(figure:1) [7-12].

hk_budget_10yrs_proxy

year

land_premium stamp_duty fiscal_reserves

2016
2017
2018
2019
2020
2021
2022
2023
2024
2025

Table 4: hk_budget _10yrs_proxy_billions (hkd)

79.8
119.5
171.2

93.3

90.2

65.2

82.4

28.6

17.0

17.5

46.7
123.0
143.2

63.6

84.0
112.0

89.9

67.2

68.1

99.5

961.7
1061.2
1107.2
1153.1
11371

916.7

804.7

734.6

654.3

657.2
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So, this research paper suggested, a more resilient framework would therefore be placing greater
emphasis on revenue quality rather than headline totals alone. Revenue quality refers to
predictability, breadth, transparency, and resilience across the business cycle. In practical terms,
this means that policy debate should move beyond the question of whether Hong Kong currently
has low debt or substantial reserves, and toward the question of whether its mix of revenue
sources is suitable for a more uncertain macroeconomic environment. This imply that a more
diversify revenue based of budget framework will bring a more resilience effect into our budget
confidence. Our reformulation recommendation will directly strengthen and contribution to the
government, while staying within the available from the publics commitment (table: 1) (table: 3)
(table: 4) [7-12].

Debt, Deficits, and the Meaning of Fiscal Sustainability

Our discussion tended to frame the expansion of bond issuance and the delayed return to fiscal
balance as indicative of potential fiscal deterioration; however, it did not explicitly establish the
criteria by which such deterioration should be evaluated (table: 1; table: 3; table 4) (figure: 1, 2).
While public debt and fiscal deficits are undoubtedly significant, their implications must be
interpreted in relation to their temporal horizon, degree of transparency, and their alignment with
future fiscal capacity. Borrowing that finances high-quality, productivity-enhancing capital
investments may warrant a different assessment from borrowing that offsets a structurally weak
revenue base or sustains expenditures lacking demonstrable long-term returns (figure: 1, 2).

Hong Kong Government Debt-to-GDP Ratio Projection

Upper Target%3°6.5%)

Debt-to-GDP (%)

Fiscal Year

Figure 1: HK Gov’t Debt-to-GDP Ratio & Projection

The key pattern in the following (figure: 2) is that Hong Kong’s revenue base is highly cyclical:
land premium and stamp duty can rise sharply in good asset-market years, but they can also fall
quickly when property or equity markets soften. In the 2025-26 revised estimates, stamp duty
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rose to HK$99.5 billion, while land premium remained only HK$17.5 billion, and fiscal reserves
were still expected to be HK$657.2 billion.

Hong Kong fiscal cyclicality proxy: land premium, stamp duty, reserves, and net debt effects
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Figure 2: Patterns in Land Premiums, Stamp Duties, Debt Financing, and Reserve

For this reason, Debt-to-GDP ratios (figure: 1) should be interpreted cautiously. This research
analysis that, in the near future, the Hong Kong government may face a prolong significant fiscal
deficit, due to ageing population and infrastructure expenditure. Under such conditions, a Debt-
to-GDP ratio may be revalued it in the condition. Since the HK gov’t need to maintain the Link
exchange rate system. That mean the condition in HK is not rather save enough, for the future
speculative attack. Since, a large number of speculators may attempt to attack the Hong Kong
dollar’s linked exchange rate system. Given the government’s substantial in future risk,
especially when the debt burden sustainably increases, it may lack sufficient financial reserves to
effectively defend the currency peg, thereby increasing the vulnerability of the system to
speculative pressure. So, if our prediction was correct, within 5 yrs, HK will face speculative
attack (LERS) from the speculators, yet the more important conceptual issue is that nowadays
debt ratio does not settle the sustainability question (table: 1, 2, 3, 4) (figure: 1). In Hong Kong's
case, sustainability should also be judged against the reliability of revenue, the rigidity of
recurrent spending, the transparency of fiscal accounts, the scale of contingent infrastructure
commitments, and the government's capacity to sustain market confidence under the constraints
of the Linked Exchange Rate System (table: 3). This broader view helps to adjust two errors. The
first is complacency: assuming that low headline debt automatically means the fiscal position is
secure. The second is dis-alarmism: assuming that any use of borrowing will not necessarily
signals breakdown of fiscal discipline.

Since persistent borrowing will worsen the public finance, and special accounting skill to hiding
the deficit may damage the transparent, which this may distort the linked of the public-
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investment decision, and deteriorate medium-term fiscal stabilization. Problems arise when
financing expands while revenue remains volatile, expenditure commitments become stickier,
and project evaluation remains uncertain. The earlier discussion of hidden imbalances and
separate accounting frameworks may endanger the HK gov’t credibility (table: 1) (table: 3)
(figure: 1, 2). This may implying deliberate concealment, that fiscal interpretation becomes more
difficult when the public must assess multiple funds, capital accounts, and financing vehicles
alongside the consolidated budget position. The policy issue, then, is one of the most difficult
events in remain the transparency and comprehensibility. So, our paper suggest stronger public
reporting of recurrent balance, capital commitments, debt service implications, and medium-term
expenditure projections would improve the gov’t condition by public policy debate, this may
improve the gov’t awareness and institutional credibility.

Linked Exchange Rate System and Policy Constraints

In addition, we identify the Linked Exchange Rate System as central to Hong Kong's fiscal
context (table: 3). Under a currency board arrangement, policy credibility depends not only on
formal reserve adequacy but also on confidence in the broader macro-financial framework.
Because interest-rate conditions are strongly shaped by the United States policy environment,
Hong Kong has more limited room to tailor macroeconomic stabilization through domestic
monetary instruments (table: 3). This raises the policy importance of automatic stabilizers,
prudent budgeting, and reserve management.

Our research paper, advised that, the authorities should be aware of the relationship between
fiscal deficits (table: 3) and exchange-rate vulnerability. In our earlier mention, implied that
persistent deficits may directly invite speculative pressure on the peg. While the macroeconomic
link deserves consideration, a more careful formulation is that sustained fiscal deterioration can
weaken confidence if it is interpreted as part of a broader erosion of policy discipline, reserve
sufficiency, or institutional coordination. In other words, the risk is mediated through credibility
rather than operating as a simple one-to-one mechanical relationship.

This distinction is a important step for the gov’t to recognized that, the quality of the gov’t
impression is more important than their actual stand. We advocated to recognizes the
institutional seriousness of Hong Kong's macroeconomic framework, by awakening the
awareness of the bureaucy, thereby fine-tuning the fiscal concern into an imminent systemic
correction, rather than the whole framework change. More importantly, this research supports a
proportionate argument: under the Linked Exchange Rate System, governments should place
high value on medium-term fiscal credibility, clear communication, and stable revenue design,
thereby improve fiscal policy bears, with the preparation responsibility in absorbing domestic &
external financial shocks.
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Henry Tong Advocate on Goods and Services Tax

The Goods and Services Tax (GST) [1-6] proposal was introduced by Financial Secretary Henry
Tong in 2006 [1][2][3]. As Tong’s empathizes [1][2][3], the position adopted here is not that
GST should be as categorically rejected; rather, its suitability for Hong Kong depends on how
key trade-offs are evaluated across dimensions such as equity, administrative feasibility, revenue
productivity, and political legitimacy. In principle, a broad-based consumption tax offers several
advantages: it can broaden the tax base, reduce reliance on asset-related revenues, and provide a
more stable stream of recurrent income compared to transaction-sensitive duties. However, the
disadvantages of GST, particularly its high administrative costs, uncertain revenue potential,
issues of public acceptability, and mixed comparative experiences, risk transforming a balanced
policy evaluation into an advocacy-driven argument.

Our Research Paper Opposes all Types of GST

Our research paper opposes all types of GST, and we suggested to adopts a clear and definitive
position in broadening the tax based through expanding the position of the other new extension
of the industrialization (particular in the gambling industry). Rather than imposing any GST
taxes. This research paper oppose the introduction of a Goods and Services Tax (GST) in Hong
Kong. Since, the central concern lies in its inherently regressive nature: as a consumption-based
tax, GST disproportionately burdens lower- and middle-income groups, while comparatively
favouring other segments of society whose consumption represents a smaller share of their total
income. Such distributional consequences raise significant concerns regarding equity and social
justice, particularly within Hong Kong’s already pronounced income inequality.

Moreover, the purported fiscal advantages of GST are undermined by its substantial
administrative and compliance costs. The establishment and ongoing management of a
comprehensive GST system would require significant institutional capacity, and extra resources.
These costs may erode, or even outweigh, the anticipated gains in revenue, the extra staff burden
may weaken the initial philosophy of the GST to stability and diversification the gov’t budget.
When considered alongside issues of limited public acceptability [Appendix 1-11] and contested
experiences, the overall case for GST becomes considerably weakened. Therefore, this paper
argues that the introduction of GST would not suitable as a tool to constitute an equitable, or
politically sustainable reform for Hong Kong’s taxation system.

At the same time, there are legitimate reasons for caution. A GST can be regressive in incidence
if implemented without compensatory measurement for lower-income households. It can also
create compliance and administrative costs, especially in a jurisdiction whose tax culture,
institutional design, and policy expectations have long been oriented toward a relatively simple
direct-tax structure. Public opposition [Appendix 2-5] in earlier consultations suggests that
public acceptability and feasibility cannot be treated as unimportant. Even an economically
coherent tax reform may fail if its legitimacy is weak, if compensatory design is indistinct, or if
trust in implementation capacity is limited.
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Therefore, the GST should be evaluated by the gov’t, for one of the last resort option within a
broader revenue-reform discussion rather than as a singular remedy. If Hong Kong revisits
consumption-tax reform, debate should address threshold design, exemptions, compensatory
transfers, small-business compliance burden, digital filing systems, and the correlation between
new tax revenue and the reduction of revenue volatility. This may provide a more balanced
position. Particularly, in recent years, the tax department has faced considerable public criticism
and has become increasingly unpopular. Many members of the public perceive the department as
unappropriated and unpopular. Additionally, there are concerns about its practices, which are
often viewed as unfair or overly rigid. As a result, the overall public perception of the tax
department has become largely unfavorable [Appendix 1-11].

Administrative Capacity and Digital Modernization

Additionally, the in competence of the Hong Kong's tax administration may face pressures
associated with digital transformation, service expectations, and workforce adaptation [1-4].

Our research suggest Artificial intelligence should therefore be presented not as a substitute for
institutions but as a tool within administrative reform. We suggested that any proposal involving
artificial intelligence should identify the functions to be automated or enhanced, such as filing,
audit jeopardy, taxpayer services, and so on. Used carefully, digital systems may reduce
repetitive manual processing, improve anomalous filings, assist resource allocation, and
strengthen service competency. Yet such modernization can be accompanied by governance
safeguards, including data protection, transparency in automated decision support, appeal
mechanisms, and staff retraining. In policy terms, the question is not whether technology alone
can solve fiscal stress, but whether administrative modernization can improve the competency
and reliability of revenue compilation while preserving legitimacy and accountability.

These reframing yields two advantages. First, it responds to the gov’t budget finance balance
operation framework. Second, it aligns the administrative section more closely which will favor
fiscal resilience in the medium and long-run (table: 1), such framework depends not only on
what taxes are levied, but also on the state's capacity to administer them credibly, competency,
and adaptively.

Expenditure Priorities and Infrastructure Governance

On expenditure policy, Hong Kong should improve prioritization rather than simply pursue
indiscriminate cuts. Expenditure rationalization means reviewing whether recurring
commitments, subsidies, and capital projects remain aligned with demographic pressures, growth
prospects, and measurable public utilities (table: 1) (table: 3). It implies that every social sector
may or should be subject to market-style restructuring to increase the publics utilities.

Our Build Operate and Transfer (BOT) concept of the infrastructure finance illustrates this point
well. Large projects can support long-term development, but they also create financing
obligations, execution risk, and uncertainty about future returns. This research comment that
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projects such as the Northern Metropolis may generate limited immediate income and suggested
BOT as a type of arrangements as a way to reduce public cost (table: 3).

This revised position purpose is more practical, since, alternative financing structures, including
public-private partnerships or concession models, may be worth exploring, but they require
transparent allocation of risk, clear contractual governance, and realistic assumptions about
future demand. BOT is practical and efficient; it can merely relocate risk or defer gov’t
expenditure in contractual arrangement design. Also, our research paper recommendations
relating to higher education privatization and healthcare education expansion should be reframed
around fiscal relevance. Expanding medical training capacity, for example, in the long run may
have workforce implications, it will automatically lower service prices or eliminate queues due
to supply and demand principles.

Policy Implications

Additionally, a more convincing reform agenda for Hong Kong public finance can be organized
around four policy directions. First, the government should strengthen fiscal transparency by
presenting clearer medium-term statements on recurrent balance, capital commitments, financing
plans, and revenue sensitivity to property and financial cycles (table: 1, 2, 4)(figure 1). This
would improve public understanding of whether current deficits are cyclical, structural, or
investment-driven.

Second, Hong Kong should broaden discussion of revenue reform beyond simple binary choices.
The relevant issue is not merely whether to adopt GST, but how to reduce dependence on
volatile revenue while preserving competitiveness, fairness, and administrative practicality [1-4].
This may involve examining consumption-tax options, selective adjustment of existing taxes and
fees, or other revenue-smoothing measures, provided that distributional consequences and
implementation capacity are explicitly addressed.

Third, tax administration should be modernized through digital systems that support compliance,
service provision, and audit leveling [1-4]. Such reforms are most credible when tangled to
measurable objectives, such as reduced administrative cost and per service staff unit.

Fourth, long-term expenditure and infrastructure planning should be focus on explicit fiscal rules
or anchors. We suggested the value of medium-term expenditure ceilings and deficit targets.
These need not be rigid in every year, but they can provide a framework for credibility by
clarifying when deviations are justified, how they will be financed, and over what horizon
balance is expected to be restored.

Suggestion:

This research article proposes a series of policy recommendations aimed at enhancing fiscal
sustainability, improving public service efficiency, and promoting long-term socio-economic
development in Hong Kong, we hope to help the government and the citizen:
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(1) Rationalizing Public Administration Expenditure

It is imperative to substantially reduce public administration costs, particularly by addressing
incompetency arising from redundant staffing within tax administration bodies such as the
tax department (IRS). Excess (IRS) staffing waste a lot of gov’t money, these excess staff
underwrite to fiscal strain, operational incompetency and public unpopular [Appendix 1-11].
The government should cut off these excess (IRS) staff, and strategically adopt advanced
artificial intelligence (Al) technologies to automate and tax administration manners. Such
reforms can enhance administration, strengthen compliance monitoring, and significantly
reduce recurrent public expenditure.

(2) Leveraging University Land Value

The conversion of public universities into private institutions would unlock significant land
value. By relaxing development restrictions (e.g., plot ratios and building height limits), these
assets can be restructured into privately managed resources. The released land value can
serve as capital for university operations, reducing the need for direct government funding
and alleviating long-term fiscal burdens. This approach enables asset reallocation without
additional public expenditure. In order to minimize the impact on gov’t expenditure and
maximize the publics utilities.

(3) Reforming the Higher Education System

The government should consider restructuring the higher education sector by gradually
transforming public universities into private institutions, upgrading existing universities, by
converting their land resource, utilizing their land as a initial starting fund to transformation
into private university, and phasing out sub-degree programmes such as associate degrees, to
all degree programme. A comprehensive degree policy should be implemented to ensure
universal can access to university education. Expanding the supply of private universities
would enable all school-age students in Hong Kong to secure a university place, thereby
achieving a 100% enrollment target and promoting educational equity. In addition, the
universities can also establish targeted scholarships for students from low-income families,
providing financial assistance that reduces economic barriers to access and persistence in
higher education. Such initiatives not only alleviate tuition and living expenses but also
promote educational equity by ensuring that capable students are not disadvantaged by their
socioeconomic background. By institutionalizing these support mechanisms, universities can
foster greater social mobility and inclusivity within their student populations.

(4) Expanding Medical Education and Healthcare Capacity
This study recommends a substantial expansion of Hong Kong’s medical education sector
through the establishment of new medical schools, including proposed faculties at Hong
Kong Baptist University and The Hong Kong Polytechnic University, as well as a new
private institution, Hong Kong Medical Technology University. This expansion would
increase the total number of medical schools to six. A larger supply of medical graduates is
expected to reduce healthcare costs, shorten waiting times, and improve service quality.
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Additionally, the expansion would create academic career opportunities for practicing
doctors, supporting both workforce development and professional diversification.

(5) Developing and Extending Structured Gambling Industry

Tax Base Diversification via Regulated Gaming: Develop a standardized, managed gaming.
industry in northern Lantau, modeled on Macau’s framework. This could generate stable
gaming taxes while minimizing crime through regulation, broadening the revenue base
without heavily burdening low-income residents. In addition, the establishment of a regulated
gambling industry in Northern Lantau is proposed as a means to diversify government
revenue. By adopting a standardized regulatory framework and drawing on the Macau
successful model?, the government can expand its tax base through extending gaming-related
revenues. Effective regulation would also help mitigate illegal gambling activities, reduce
associated crime, and contribute to economic growth and social stability.

(6) Adopting a BOT Model for Northern Metropolis Development
In light of the government’s planned annual infrastructure investment of HKD 150 billion in
the Northern Metropolis, this study recommends adopting a Built-Operation-Transfer (BOT)
model 2. This approach would reduce upfront public expenditure and long-term fiscal
commitments by leveraging private sector participation. The resulting savings could be
redirected toward housing initiatives and community development, improving living
conditions while ensuring more efficient allocation of public resources.

Conclusion

This research paper analyzes the gov’t budget initiative, and we shows that dependence on
cyclical and asset-related revenues creates structural vulnerability; it also shows that this budget
policy claim cannot be sustainable, so it must be developed with a more balanced budget
framework and policy reasoning. The key policy challenge is not that Hong Kong lacks any
fiscal strength. On the contrary, the territory's reserves, institutional history, and administrative
capability provide a substantial foundation. The real challenge is that a fiscally conservative
reputation can be ruin with a revenue system that remains highly exposed to property market
cycles and stock market volatilities. We emphasis that over-rely on short-run surpluses or broad
assertions rather than sustainability budget policy framework will affect the financial
sustainability of the HK gov’t. So, this research advocate a durable reform agenda should
therefore focus on fine-tuning revenue quality, transparent medium-term budgeting, credible
administrative modernization, and expenditure commitments. GST may remain politically
difficult and administratively demanding, but the broader need for revenue diversification and
more stable fiscal design remains real. In that sense, this research paper's contribution is not to
recommend a sale and service tax instrument or a GST reform, but to argue that fiscal
sustainability in Hong Kong must be understood as a solution base on resilience, composition,

1 Macau’s gaming taxes model became a major source of public revenue, and gambling tourism became the dominant pillar of the economy. The city’s growth was reinforced by rising wealth in nearby Chinese markets and by the

arrival of major international casino companies. In short, the model succeeded because it paired legal exclusivity, foreign investment, luxury infrastructure, and tourism-oriented policy.

2 Hong Kong's clearest successful BOT tunnel experience is the Cross-Harbour Tunnel, which was the first cross-harbour tunnel in Hong Kong and the first BOT tunnel project participated in by the private sector. It improved
transport mobility, was completed with strong private-sector involvement, and later became a model that encouraged other tunnel projects in Hong Kong
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and governance rather than too depending on stock market revenue and property market revenue
alone. Hope our research can contribute to the academia & society.
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