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“Dear YC,

The concept of "dual economy" is a traditional one in development economics: agriculture versus industry, nontradables versus tradables, etc. It can be applied to many contexts and I (as one of those ivory tower professors) did not invent it, as incorrectly alleged by a leading columnist on the HKEJ a few days ago (without mentioning my name). To be fair, he admitted that he is not an economist and has gained his economics knowledge mainly by reading the newspaper.

The concept is generally attributed to Arthur Lewis in his famous 1954 article on “unlimited supply of labour” in the rural sector and its implications on growth in developing countries. (Lewis got his Nobel Prize in 1979.) It is now in every textbook on development economics. Some economies are "dual", while others are not. It depends on supply-side, demand-side, technological and resource mobility factors. Near-perfect free flows would eliminate "dualism". Of course, at the end of the day, it could be a matter of degrees.

In the case of Hong Kong, I detected that it was a "caged economy" under "one country, two systems” with asymmetric population flows, of which the concept might be used for analysis. I first suggested applying it to the SAR economy in an article on Ming Pao in October 1998. I elaborated on it in HKFSD’s 2001 Report.

What I did was to employ the concept to investigate the concrete local situation and then propose the concept of "optimised dual economy" for Hong Kong. Being context-specific, it is probably my “contribution”. (An alternative is, as I said, to eliminate ‘dualism" ---- e.g. that of agriculture versus industry, as some experts in China have been recommending for the Mainland economy. But we probably can't achieve that in the SAR in the foreseeable future.) Hence the difference between the "high value added, low employment" sector and the "low value added, high employment" sector for Hong Kong in my dualistic model, which transcends that between industry and agriculture, tradables and nontrables in conventional analyses.

There has been a lot of misunderstandings about my concept and proposal, e.g. a columnist on the HKET yesterday asserted that in my framework the first sector is "externally oriented", while the second is "domestic-demand oriented". It is simply wrong. I put tourism in the second sector. How can tourism be "domestic-demand oriented"? I wonder if he has ever carefully read anything that I wrote.
So far, I've kept a distance from the idea of "local community economy" because I do not quite understand what the government means. It is apparently a part of the second sector. But in itself, it is not going to generate much employment, nor indeed value-added. It has to be linked to other facets such as tourism, entertainment and culture (including Chinese astrology and soothsaying, local cuisines, kungfu, dragon dances...etc.), and social and individual services.

Your proposals on the return of industries to Hong Kong have higher value-added and employment implications, if they can be realised. My advice is not to mingle them with the unclear concept of "local community economy". Keep to the "optimised dual economy", which has much more solid analytical foundation.

Cheers,

Tsang Ki
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