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MEMBERS" MOTION

BEZHE
TRADE POLICY

MR BERNARD CHAN: Madam President, | move that the motion standing in
my name on the Agenda be passed.

This motion is perhaps a slightly unusual one. It is not asking the
Government to do very much. And it is related to international affairs rather
than domestic issues. Quite simply, it is asking the Government to speak out,
when it has the opportunity, against trade policies in rich countries that hurt less
developed countries.

On the whole, developed countries tend to have more open economies than
developing ones. We generally associate the cause of free trade with rich,
Western countries. They often preach the virtues of free trade, and they often
encourage less developed countries to liberalize their economies. But there is a
lot of hypocrisy at work here. There are some real double standards in the
world of international trade. Most developed countries — and certainly the
United States, the European Union and Japan — have trade barriers that
specifically target some less developed countries® most efficient industries.

In China's case, this includes such diverse products as car windshields,
steel, bicycle parts, television tubes, fax machines, garlic, ginseng and
mushrooms. All of these products have had extra tariffs imposed on them
under the so-called anti-dumping rules. Although these rules are supposed to
ensure fair competition, they are often used in unfair ways, especially in the
United States and Europe, purely to protect domestic producers.

Other developing countries encounter different types of barrier. Pakistan
and India, for example, are extremely efficient at producing bed linen and towels.
But for many years, they, like many other low-cost textiles producers, have been
forced to pay tariffs if they exceed their quotas.
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In the Philippines, producers of some types of fresh fruit find their
produce banned from Australia on the grounds that the fruit might have disease
or be treated with harmful chemicals. Yet other rich countries are happy to buy
Filipino fruit. The difference is that, unlike Australia, they do not have banana
and pineapple producers to protect.

Perhaps the most damaging trade barriers erected by rich countries are
agricultural subsidies. Developed countries spend US$350 billion a year on
agricultural subsidies. That is seven times the amount spent on foreign aid.
These subsidies make it impossible for developing countries' farmers to compete.
For example, American taxpayers subsidize their domestic cotton producers to
the tune of US$2 billion a year. That is more than the total value of sub-
Saharan Africa's cotton production.

This is devastating to people in a small, poor country like Burkina Faso in
West Africa, where cotton accounts for half of their export. According to the
World Bank and the International Monetary Fund (IMF), if cotton producers in
Burkina Faso were able to compete on fair terms, the number of people living in
poverty in that nation would decline by 50% in six years.

The recent United States farm bill will have a huge dampening effect on
agricultural prices around the world. Thailand produces rice for less than half
the cost of the United States. But after subsidies are included, the price of
American rice in export markets is significantly lower than the Thai rice.
Thailand has to match the subsidies to keep its farmers in business.

In all of these cases, the poorer parts of the population in these developing
countries are often the biggest victims of this protectionism.

We all know that developing countries themselves have trade barriers of
their own, and their lack of economic freedom contributes to their lack of
economic growth. It is probably also true that in many cases, bad government
and corruption play an even bigger part in keeping these countries poor. So itis
not fair to blame the developed countries for all the poorer countries* problems.
But that is not really the point. Richer countries should still do whatever they
can to alleviate poverty in the third world. And giving developing countries
better market access is an extremely efficient way of doing so. It does far more
good than organizing foreign aid programmes.
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We should also remember that these trade barriers in developed countries
do not simply hurt people in the producing countries. They also mean less
choice and higher prices for consumers in rich countries. The subsidies also
mean that they pay higher tax. And in the long run, these trade barriers hurt all
of us. These trade policies cause global poverty. And that surely contributes
to political instability, illegal migration, drugs trafficking and other problems.

Now, one might ask, why are we listening to this in the Hong Kong
Legislative Council? What is the point of asking the Government of the Hong
Kong Special Administrative Region (SAR) to speak out against protectionism in
rich countries against exports from the third world?

Well, first of all, we have the moral high ground. The Heritage
Foundation and the Cato Institute regularly say that we have the freest economy
in the world. We practise full, open free trade. We are one of the few
economies in the world that practise it. So why should we not preach it? In
fact, our officials do preach it quite regularly. They support the cause of free
trade when they attend trade negotiations. They call attention to it when they
make speeches, when they are interviewed by the media, and our government
departments always mention Hong Kong's free trade credentials in publications
and websites. What | would like them to do is to take these opportunities to
advocate the abolition of trade barriers in rich countries that exacerbate poverty
in developing countries.

Secondly, we would be in good company. All sorts of organizations are
speaking out on this subject. Among them are charities and voluntary groups
such as Oxfam. Some of them are multinational institutions, like the IMF and
the World Bank. Others are free-market think tanks like the Cato Institute and
the Heritage Foundation. And then there is the Ministry of Foreign Trade and
Economic Co-operation in Beijing, whose head, Mr SHI Guangsheng, is a
frequent, outspoken critic of the unfair application of anti-dumping measures.
So, there could be some brownie points in it for the SAR Government.

Thirdly, it will not cost anything. It may well be good for our
international reputation. And it will bolster our case for free trade by
introducing moral as well as economic principles to our argument.
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It is especially appropriate, perhaps, that the new principal official with
responsibility for trade is Mr Henry TANG. With his background in the textile
industry, he knows all about the difficulties created by quotas, tariffs and other
trade barriers.

Very well, one may say. But can the SAR Government actually make a
difference? Well, | might be the youngest Member of this Council, but | hope
that I am not naive. Of course, the SAR Government has little or no influence
over other people’s trade policies.

The United States" latest farm bill will provide an extra US$180 billion in
subsidies to the United States farming interests over a 10-year period. In
practice, it may total even more. Despite his pro-free trade rhetoric, President
BUSH is just as keen to win votes among farmers as his European and Japanese
counterparts.

There is no way that the SAR can persuade the leaders of the developed
world to lose elections in rural districts to help the third world. But that does
not mean that we should not join the charities, the international bodies, the
academics and the think tanks in speaking out. When Oxfam released a report
on this issue a few months ago, it named the European Union as doing the most
damage of any developed economy to less developed countries. The report
obviously hit a raw nerve, because the reaction was quite bitter. European
voters like to think of themselves as the caring part of the Western world. So it
Is worth speaking out. People do listen. There is a possibility that voters in
richer countries can be shamed into putting pressure on their governments if
enough people point out the costs of protectionism in developed countries.

Free trade would help China. According to one estimate, full import
liberalization in developed countries would increase sales by mainland producers
by an estimated US$3 billion a year. That would help some of the poor and
jobless among our fellow citizens across the border. And it would open up new
business for our own trade-related industries, and for our investors looking for
opportunities in the Mainland.

Other parts of Asia would gain. Indonesia would gain by more than
US$600 million a year. Again, this could help develop the country as a market
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for Hong Kong. And if greater prosperity made Indonesia a more stable
country, it would improve prospects for Hong Kong investors there.

Ultimately, better trade opportunities for third-world countries would
alleviate poverty, enhance global stability and reduce opposition to globalization.

Hong Kong is a living proof of the advantages of free trade and
globalization. As | say, we are probably better qualified than any other
economy to talk about this issue. Our Government should be lending its voice
to the cause of better market access for developing countries.

Madam President, | beg to move.

FREREZETHENEZENT

"That this Council urges the Government, when arguing the case for free
trade in international forums, to:

(@) support the abolition of trade practices in the European Union, the
United States and other developed economies that discriminate against
poor workers in such sectors as agriculture and textiles in China and
other developing countries; and

(b) emphasize the importance of market access in alleviating world
poverty and inequality."
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" To delete "arguing the case for free trade in international forums" after
"That this Council urges the Government, when", and substitute with
"participating in discussions on trade policies and negotiations on trade
agreements at international meetings"; to delete "and" after "in China and
other developing countries;"; to delete "market access" after "(b) emphasize
the importance of", and substitute with "fair trade"; and to add "; (c)
request the World Trade Organization to strengthen its co-operation with
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the International Labour Organization, and support the incorporation in
trade agreements of provisions for protecting fundamental labour rights;
and (d) duly consult Hong Kong people and concern groups through public
hearings or other similar means before attending such meetings" after "in
alleviating world poverty and inequality"."
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MR ERIC LI: Madam President, trade is one of the most powerful forces
linking the nations of the world. This powerful link provides a source of
unprecedented wealth. Yet undisputedly, a symptom of trade is that the wealth
gap between the rich and the poor is widening in many corners of the world as
trade flourishes. Millions of the world's poorest people are being left behind,
not sharing the fruits in the process of wealth creation. Ironically, world trade
could also be a cure to the illness that it creates. Trade is a powerful motor to
generate economic growth in underdeveloped countries, and help to reduce
poverty locally. However, this positive potential is mostly lost in the midst of
political wrangling among the nations, which seems always to benefit the
interests of the more powerful and affluent in the end. The problem is,
therefore, not that international trade is inherently opposed to the needs and
interests of the poor, but that the rules that govern it are rigged in favour of the
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rich and demonstrate the double standards and hypocrisy of the wealthiest and
most powerful countries.

Hong Kong is by now a major player in the world economy and a
beneficiary of international trade. Also, it is a world city and a Special
Administrative Region of China — the largest developing country in the world
with a significant proportion of its population living in poverty. As such, Hong
Kong has a clear interest and moral obligation to ensure that the global trading
system benefits all countries, especially the most vulnerable groups in China and
other developing countries.

Unfair trade rules deprive developing countries of their rights to enjoy
their fair share of the benefits of international trade. According to Oxfam,
between 1988 and 1993, the world's poorest 5% lost almost a quarter of their
real income. During the same period, the top 5% gained 12%. Trade barriers
in developed countries, such as tariffs, quotas and subsidies, limit market access
for developing economies and cost developing countries US$100 billion a year
(double what they receive in foreign aid). As regards the agricultural sector,
the European Union and the United States spend agricultural subsidies of US$1
billion a day on domestic farmers, leading to environmental damage and
overproduction. This drives down world prices and these products are then
dumped into developing countries® markets, devastating small shareholder
farmers and workers.

As mentioned in the beginning of my speech, many of the rules governing
the global trading system are unfair. There is an urgent need to change these
rules and reform the global trading system. For instance, some rules of the
World Trade Organization (WTO) on intellectual property, investment, and
services protect the interests of rich countries and powerful transnational
companies, while imposing huge costs on developing countries. This bias
raises fundamental questions about the legitimacy of the WTO. Moreover, the
free trade promotion strategies of the International Monetary Fund and the World
Bank restrict the developing countries’ ability to set the pace and scope of their
own market liberalization and prevent governments from introducing policies
necessary to eliminate poverty.

Some people may think that this issue is irrelevant to Hong Kong as our
Government has traditionally advocated and practised free trade and our
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economy is nurtured by a laissez-faire policy. However, | strongly disagree
with their views. Lowering or abolishing trade barriers in developed countries
would benefit the economies of both Hong Kong and the Mainland. Full import
liberalization in developed countries would increase sales for mainland producers
by an estimated US$3 billion a year, according to Oxfam. Better market access
for developing countries would benefit Hong Kong's business community and
increase mainland and regional investment opportunities. Jobs are created and
consumers can enjoy more choices and lower prices. Our trade-related
businesses would also be benefited as they have a clearer view of their future
opportunities. Besides, our neighbouring economies would develop as markets
for Hong Kong companies.

Hong Kong is the world's tenth largest trading economy. It should be
concerned about fair global trade rules. In my view, the Government should
use its influence in the WTO, the Asia-Pacific Economic Co-operation, the
World Intellectual Property Organization and other international, regional and
national forums to voice its support for fair trade as a tool to eliminate world
poverty and inequality. Also, the Government should assess the impact of
international trade agreements on employment and poverty in Hong Kong before
forming its positions. | am most grateful to the Honourable Bernard CHAN for
bringing up this motion for debate today. Madam President, | support this
motion and strongly believe that the Legislative Council has a public duty to urge
the Government to support global sustainable development and to take part in
reforming the global trading system so as to develop a new model of inclusive
globalization, based on shared values and principles of social justice.

Madam President, | would also like to say that this speech is very much a
credit of the Honourable Abraham SHEK, who unfortunately cannot be here
today. But since I share his view so totally, | would very much like to share
what he has in mind, which is totally shared by me, with this Council and with
the Administration. Thank you.
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MR BERNARD CHAN: Madam President, the Honourable LEE Cheuk-yan's
amendment has introduced several new subjects into the motion. In particular,
he asks the Government to promote international labour rights, and to consult
local people and groups before attending trade negotiations. These are both
very interesting ideas.

| am happy to accept that labour-related issues are important to the
development of third-world economies. And | am always in favour of
government officials receiving comments and suggestions from the community.
However, unlike the relatively straightforward issue of market access for
developing countries, these subjects are potentially quite complex. It may be
that they deserve to be debated more fully on another occasion.

The original motion, unlike some motions that we see here, asks for
something that can realistically be achieved. So | would respectfully urge
Members to vote in favour of the original motion.

Thank you.
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Mr LEE Cheuk-yan rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 19 were present, six were in favour of the amendment, 11 against
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it and two abstained; while among the Members returned by geographical
constituencies through direct elections and by the Election Committee, 21 were
present, 16 were in favour of the amendment, two against it and two abstained.
Since the question was not agreed by a majority of each of the two groups of
Members present, she therefore declared that the amendment was negatived.
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MR BERNARD CHAN: Madam President, first, 1 would like to thank my
Honourable colleagues in their return to this Chamber two days in a row, and in
particular, to the 10 Members who share with us their views on this complex
Issue.

It was not my wish in moving this motion to create a conflict between
different groups within this Council, and that is why this motion has a simple and
modest aim. It simply urges the Government to speak out about the so-called
double standards that developed countries employ in denying access of third-
world producers to their markets.

Being pro-free trade, with a clean record of practising what it preaches,
Hong Kong is in a perfect position to add its voice to the many others speaking
out on this subject.

The denial of free market access to developing economies slows down
economic growth in those countries. The cost is especially heavy on the poorer
parts of the population in these developing countries. It is the farmers, the
textile workers and the factory workers who suffer the most. But ultimately,
we all pay a price. The richer countries' consumers and taxpayers suffer.
And the whole world has to live with the effects of poverty, including instability
and a weaker business environment.

My motion is intended to be uncontroversial, realistic and achievable. |
am not under any illusions that Hong Kong is in a position to influence the trade
policies of the United States, the European Union or Japan. But it can lend
some weight to a simple and just call for change. Let us, on all sides in this
Council, join together in urging it to do so.

Thank you.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 20 were present, 15 were in favour of the motion and five
abstained; while among the Members returned by geographical constituencies
through direct elections and by the Election Committee, 21 were present, 10
were in favour of the motion and 10 abstained. Since the question was not
agreed by a majority of each of the two groups of Members present, she
therefore declared that the motion was negatived.
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Adjourned accordingly at sixteen minutes past Four o*clock.



