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MRS SOPHIE LEUNG: Madam President, I am glad to see that the Select
Committee on Building Problems of Public Housing Units has made thorough
inquiries into the building problems and identified critical issues in our public
housing policy structure. I hope that all parties concerned, be they government
officials or representatives of the construction industry, will learn from their
mistakes and emerge from them even stronger.

It may be hard for one to understand how mistakes of this scale could have
happened in organizations that have a history as long-standing as the Housing
Department (HD), the Hong Kong Housing Authority (HA) and so on. But if



IEE — 2003%F 2 H 13 H
LEGISLATIVE COUNCIL — 13 February 2003 213

you look deep down into the root of the cause, it is not difficult to realize that we
are not giving as much attention to corporate governance as we should be.

While I cannot pretend to be an expert in corporate governance, I do feel
strongly about the lack of it in our public sector. And I am going to share with
Members my views on this today.

The word "governance" comes from the Greek word for "steering".
Naturally, the word "steering" entails a target, leadership committed to identify
clear direction and guidance towards that target, teams committed to perform
with dedication, reliable measures to monitor the progress, and devices to
remove or minimize obstacles during the course of work to ensure that the pre-
defined target is accomplished. In the context of our discussion today, it is,
therefore, translated into accountability, management effectiveness and
commitment amongst others.

Taking the HA as an example, it is charged with dual roles, both as a
developer and a regulator of the construction of its own buildings. This
reminds me of Mr Andrew GROVE, Chairman of Intel, who once said,
"Everybody needs a boss, especially the CEO". 1 am not suggesting that we
should create a boss for the HA, but it appeared from First Report of the
Legislative Council Select Committee on Building Problems of Public Housing
Units (the Report) that it was not able to cope well with these two potentially
conflicting roles. In the spirit of "steering", we need reliable measures to
monitor work progress. Effective checks and balances should be introduced
where necessary to hold people accountable for their actions, in order to
safeguard public interests.

There is also confusion in the setup among the Housing Bureau (HB), the
HD and the HA. I find it rather shocking to see in the Report that "the line of
command between HB and HD is not clear" and also, "although HD reports to
HA, it is practically not possible for HA members to scrutinize and oversee the
work of HD".  This is the same as saying that you have two camps of leadership,
but neither of them can steer or monitor your work. As "steering" looks for
clear direction and guidance, interlocking organization structures and ambiguous
relationships, like what we have seen or heard just now, would only give rise to
loopholes and excuse routes for lazybones. Out of the current reorganization
between the HB and the HD, I hope that we will see a streamlined housing policy
structure that is conducive to effective management and transparency.
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With streamlining operations and work processes, I also wish to highlight
the significance of risk management. The Report mentioned that the HD, in its
streamlining efforts in 1996, has introduced "straightforward paper" approval
procedure for the Building Committee in the HA, resulting in increased risk
exposure. This turned into mounting obstacles and deviation of direction. I
suggest that an effective system be put in place, for risk assessment at all times,
minimization and management, if not already so.

But system and structure are not everything. We all know that no matter
how sophisticated a system is, it is unlikely to provide for every eventuality.
Culture fills the gap, as it determines how people behave when they are not being
supervised or watched.

The Report concluded that staff management and deployment of human
resources by the HD were ineffective, using phrases such as "lack of
supervision" and "no due regard being given to the experience and expertise of
staff when assigning work." We need dedicated teams for effective "steering".
If behaviour of this sort is considered acceptable in their culture, individuals
hoping to make a difference will find it hard unless they carry enough weight. 1
say this because I truly believe that there are many individuals in the public
sector who really wish to give their best, but somehow they are not able to do so.
That is why it is essential to inculcate the public sector with a sense of
responsibility to help develop a governance culture that allows individuals to
excel and encourages commitment. These goals require a new mind-set or even
drastic adaptation to changes, but they pay in the end.

On the subject of a new mind-set, I must say that I am impressed with the
HD over the way it dealt with the recent faulty gate incidents, despite its initial
reactions. First, it was quick to respond with a territory-wide inspection of all
the gates in public housing estates, thereby avoiding further accidents caused to
the public. What is more, it took up responsibility for services that are already
outsourced. Under the intricate contractual arrangements among the HD, the
management company and the gate supplier, I consider this a big step forward
towards good governance. But of course, they also stand to criticism that if
they had done much more better in the beginning, they would not need to do such
preventive work now. And I certainly hope that the accountability system of
the Government will lead to more and better examples of this kind of spirit.
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I particularly would like to mention the impact of outsourcing. More
often than not, you actually work with groups of companies with company
structures or systems that you probably have little control over. How to "steer"
this loose network of relationships and ensure agreed standards are met is an art
as well as a science. It is because of this that I consider it necessary for the
Government to pay closer attention to the management of outsourced activities to
ensure that quality public services are maintained. This is the 21st century, and
outsourcing is the way to go. So we have to overcome this obstacle. The
management of contractors and subcontractors mentioned in the Report perhaps
is a case in point.

Madam President, we may also ask: How do we compare ourselves to
other countries in the region? According to a survey conducted by the
Association of Chartered Certified Accountants in June last year, among 200
leading firms in Asia, Hong Kong ranked second behind Singapore and was well
ahead of Japan, China and Malaysia in terms of having good corporate practices.
From this survey, we know that we are progressing well in the private sector.
What we would also like to see, I think, is for our Government, including the
public sector, to show the same vigour, if not more, towards good governance.

Before 1 finish, allow me to quote an academic research on "good
governance" by Harvard Business School.  According to the magazine
Economist last month, they looked at 1 500 firms in the 1990s, and found those
that were more responsive to shareholders would have enjoyed returns of 8.5% a
year higher than those run as management dictatorships or following old
practices.

What I wish to show here is that there are justifications for good
governance. To the private sector, the driving force is to attract investors and
profits. To the Government, it is people's lives that could be at risk, as shown
by the short piling incidents in question. In a wider context, the future of our
society could be at risk.

The process of new governance is already underway, and we look to our
Government for new approaches in policy making and implementation to provide
a good environment and infrastructure in which people live and business
operates.

Madam President, with these words, I support the motion.  Thank you.
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MRS SELINA CHOW: Madam President, the Select Committee on Building
Problems of Public Housing Units (the Select Committee) says:

"HA is the largest developer of housing in terms of number and floor area.
It is at the same time the regulator of its own building works and assumes a
role similar to that of BA for ensuring safety and quality of its buildings.
It also performs a role similar to that of APs and RSEs under the BO,
though it is not subject to the regulation of the BO. The Select
Committee considers that such a mixture of roles may not be in the best
interest of the public."

Dead right. To be exact, the Hong Kong Housing Authority (HA) is the
largest developer in the world.  The root of the many problems lies in the
impossible size and structure of the HA, and in particular the humongous
development portfolio it is tasked to build. For this, the Government has to
bear full responsibility.

We do not know if the over-ambitious building programmes for public
housing set in motion by the Colonial Administration of the early 1990s had
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anything to do with its intention to enhance its good name on the eve of its
withdrawal. Suffice it to say that the creation of the Housing Branch in 1994,
which became the Housing Bureau in 1997, indicated the Government's
recognition that special measures had to be taken and co-ordinated within its own
bureaucracy to ensure that the huge building programme must be better
facilitated.

Therefore, while sympathizing with the Select Committee's criticism of
the Secretary for Housing for not addressing the imminent problems of overload,
it is only fair to recognize that he was not acting alone. Operating to the
principle of collective responsibility, the Secretary for Housing reported to the
Chief Secretary, and in terms of major housing policies, to the Executive
Council. The question should be asked whether the Governor-in-Council had
raised the queries at the right point to prevent the negative effect of bunching.
So while I agree that the Secretary for Housing should be held responsible for his
failure to ensure that the production target was realistic, I do not think that the
Government of the day could entirely absolve its responsibility of having adopted
such a target.

Another question that desperately needs an answer is: Who was the Chief
Executive of the HA? From the description of the operation in First Report of
the Legislative Council Select Committee on Building Problems of Public
Housing Units (the Report), the Chairman of the HA seemed to be the head of
the Authority for implementing the government housing policy. Indeed, she
clearly had an executive function. She also sat on all the standing committees of
the HA except the Complaints Committee. According to the Report, all papers
submitted to the Building Committee that made decisions regarding building and
construction were discussed and cleared beforehand at the weekly management
meetings chaired by her. With such a setup, it would appear that the
monitoring function of the Building Committee could be threatened, or even
undermined, by an overwhelmingly strong executive led by the Chairman. For
that matter, it would appear that even the HA's internal monitoring role is
questionable, since it was led by the head of the executive, for with the Chief
Executive doubling up as Chairman of the Board, who would have the power and
authority to question decisions of the management?

The Select Committee found that as early as 1995, all parties concerned
had been aware of the bunching problem caused by the irregular supply of land.
In fact, the Chairman of the HA went as far as to put on record her view in a
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letter she wrote in December 1996 that the Development Programme was
unrealistic. At that point, the projected number of units to be produced was
106 000. By June 1997, this number has soared to over 114 000.

Instead of readjusting the targets to realistic levels, these unrealistic targets
were taken as sacred, and corners were cut, quality sacrificed, work loads
stretched to unreasonable limits, and professional skills and competence set
aside.

With the anticipated bunching of the production loading, it would be
logical to assume that any additional manpower would be professional staff who
are qualified to advance the building programme. What actually happened was
inexplicable. The only reason I can surmise is that those who made the decision
to deal with the situation lacked the professional judgement and management
understanding required.

What happened was that the major restructuring at the corporate level in
effect reduced the professional expertise by kicking upstairs the original
discipline-based Assistant Director of the New Development Branch. In his
new post as Deputy Director of Housing/Works, he no longer monitored the
operation of development projects. Under the new structure, the crucial
responsibility of the daily operation of development and construction was passed
onto the Business Director of the Development and Construction Branch, and
this post was open to all disciplines. This meant that the key person in charge
of the construction programme, and a construction programme under the
extreme pressure of time, could be someone who was not professionally qualified
to do the job. In fact, this was indeed what happened. The depletion of
professional knowledge and skills did not end at that level alone. Under this
Business Director are staff of different disciplines. In short, the HA had a
Chief Executive who did not know anything about construction. Neither did
her number two, the Director of Housing. The Deputy Director who did know
was not given the task, and the executive under him who was charged with the
duty and responsibility of overseeing and leading this task was not qualified.

In my view, the surrendering of the requirement of key leaders of the
development and construction operation to be qualified discipline-based
personnel had a detrimental multiplying effect of de-professionalizing the
operation from the senior level downwards.
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The Select Committee criticizes the HA for its ineffective staff
management and poor deployment of human resources, as well as its ineffective
project management. Much of this can be attributed to the inadequate
recognition of the importance of filling jobs with people who are professionally
qualified in the discipline specific to the task.

The Select Committee advocates that HA buildings should be subject to the
same regulatory control as private developments. I do not necessarily disagree.
However, if we compare the situation in the HA with the seven government
departments in the Works Bureau which undertake building and construction
work for the Government, it is worth noting that these departments are not
subject to the Building Ordinance. Why is it that they have been able to keep up
the standard and quality commensurate with those in the private sector? It boils
down to the very strict discipline and protocol that they apply to their own work.
The same should be achievable in the HA, as indeed it had been achieved in the
early days of its existence in the 1970s despite the hectic building programme
that they had to adopt at the time. However, given the recent happenings and
the large and unwieldy structure of the HA, the Government should seriously
consider splitting the building and construction responsibilities from the HA,
either to assign it back to the Government, or to a professionally qualified
building authority tasked specifically with the development of public housing.

The Report of the Select Committee shows quite clearly that it was the
Chairman of the HA and the Director of Housing at the head of the organization
who should be primarily held responsible for the structural and management
policies that formed the framework for disaster. They had the duty and the
power to ensure that the system was the right one to deliver the right results.
They should also have appointed the right people for the right jobs to enable
standard and quality of a high level to be maintained, in spite of the fact that they
themselves did not have the know-how. Tragically, they did not have the
insight or the understanding.

Madam President, this Council owes the Select Committee a vote of
thanks for the meticulous, rational and objective way that it has handled the
investigation. I for one am glad to find that the Report has proved this Council
right in our vote of no confidence passed in June 2000. We now look to the
Government to do the righteous thing to recapture public confidence in the area
of building of public housing.
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In those words, Madam President, I support the Honourable Albert HO's
amendment to the original motion put forward by the Honourable Miriam LAU.
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MR ABRAHAM SHEK: Madam President, the Select Committee on Building
Problems of Public Housing Units (the Select Committee) took two years, 115
meetings and 70 hearings to investigate thoroughly the four incidents relating to
the construction problems in the production of public housing units. Taking
into account the time and resources spent, this is the most extensive and
expensive inquiry commissioned by the Legislative Council. The findings of
the Select Committee are worth every public dollar spent. Here, I wish to
record my appreciation and thanks to the Chairman, the Honourable Miriam
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LAU, for her leadership and the Legislative Council Secretariat for their sterling
work and support, without which First Report of the Legislative Council Select
Committee on Building Problems of Public Housing Units (the Report) would
probably take much longer and cost more.

After the delivery of the Report, some people criticized it for containing
no new findings, and only repeating the internal investigations conducted by the
Government. They were also critical that the Report did not recommend
disciplinary action against top housing officials, whom they felt should be held
accountable for the scandals. Moreover, they condemned it for not providing
constructive solutions for enhancing the effective management of public housing
construction and fostering a better culture of work quality in the construction
industry. I, however, do not agree with the opinions. I do recommend that
they should reread the Report and this would do them a lot of good.

The Select Committee has spent an enormous amount of time and efforts
on this inquiry, conducting it comprehensively in an independent and impartial
manner. It also summoned witnesses and ordered them to produce papers to get
to the root of the building problems. Ultimately, the function of the Select
Committee was not to adjudicate on the legal liability of any party in the
construction scandals. The importance of the inquiry was to identify the truths
and submit recommendations at institutional and policy levels to improve the
quality of public housing. All government departments involved in public
works and in outsourcing projects would do well to draw lessons from this
Report and prevent any similar mistakes in the future. Further, the inquiry
aims at encouraging the promotion of more effective management, enhancing the
quality of works and accelerating the pace of reform in the construction industry.
In light of these results, I concur with the points set out in the Report of the
Select Committee.

Madam President, the harshest criticism leveled at the Report is that it
does not recommend disciplinary action against the top three housing officials,
whom critics feel should be held accountable for the scandals. But in my view,
the Select Committee, in its inquiry, has never intentionally or unintentionally
protect any officials or government organizations. If it had, the inquiry did not
need to be that extensive. What we did was to search and look for the truths,
and then report them, and nothing more. I also feel that the wordings used by
the Select Committee, and I quote: "regrets" and "condemn" those responsible,
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are strong enough to reflect on the individual participant's credibility. Whether
the officials should be penalized or not is outside the Select Committee's scope.
People may think that punitive actions against the housing officials would have a
deterrent effect. But I think that such result is negligible. The scandals have
already fuelled a great public outcry for reforming the public housing system.
Additional punitive action against top housing officials will not recover any of
the wasted public funds nor reduce the inconvenience brought to the public.

What the inquiry has revealed are the gaps in the operations and housing
policy of the Government of the Hong Kong Special Administrative Region.
One of the main lessons learned is that the Government set unrealistic production
targets without providing adequate regard to the capability and resources of its
executive arm. During the period of massive housing production, the Hong
Kong Housing Authority had not devised adequate and effective controls in its
project management and site supervision. As a result, it created a window of
opportunities for some unscrupulous contractors and individuals to commit
offences to further their ill-gotten gains.

But as the old saying goes, it takes two to tango! This is what had not
happened in the production of public housing. Over the years, the Government
should have developed a close, interdependent working relationship, one based
on common interests, with the construction and real estate industries. However,
in reality, the bond between the two parties has never been fully developed. 1
hope that this Report will set a new trend in developing trust and co-operation
between the Government and the construction industry.

An obvious example is the Government's tendering practice for housing
projects. For budgetary reasons, the Government began to place a
disproportionate weight on the price factor. But as they say, "You get what you
pay for", this system indirectly encouraged contractors to offer unreasonably low
bids, so low that they appeared to return to the contractor zero profit margins.
Competition was vicious, and production quality was inevitably undermined.

In the last legislative year, I introduced a motion regarding improving the
Government's tendering system. I have also explicitly urged the Government to
revise its weight balance between the price factor and the quality factor. A
change in this assessment method is crucial to any sort of quality improvement.
It is proven that an over-emphasis on price has been — though it should not be —
a cause for declining building quality in housing projects.
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In construction, pricing is important, but quality and safety cannot be
compromised. The Government must continue in its search for that magic
balance so that an equitable and fair system of tendering can be established.

Due to the substandard and short-piling incidents, the Government and the
construction industry both realized that they needed to work together to establish
a better culture of work quality in the industry and rebuild its reputation. It was
agreed by all that reforms were necessary. In 2000, the Construction Industry
Review Committee was set up to develop reform initiatives for the industry. 1
look forward to the series of reforms to be introduced and implemented in the
public works and construction industry.

Madam President, the key to improving construction quality is more
effective site management.  On-site supervising officials hold as much
responsibility as contractors. Dishonest piling contractors can only cheat when
site inspectors do not exercise their duties diligently and properly. During the
Select Committee's numerous hearings and meetings, it was revealed that some
staff of the Housing Department (HD) did not inspect the site in person, or did
not conduct any inspections at all.  Others conducted fake inspections and made
up figures for their reports. The problem was serious and I dare say that it
might appear to have existed for a long time. And it can all be traced to the
Government's bureaucratic culture and lax discipline. If the Government
devised a more effective system to control and regulate subcontracting activities
in public housing projects, it might have avoided creating or aggravating the
building problems of public housing in those years.

Nevertheless, this lack of discipline exists not only in the public housing
sector. We have heard and seen, from news reports or the Director of Audit's
Reports, that some civil servants have faked their attendance or overtime work
records, skipped their duties, or committed other acts of minor fraudulence.
Obviously, the Housing Bureau and the HD are not the only ones that need to
clean up their acts. The whole Government should learn from the mistakes of
the four building incidents.

Enhancing its governance has been a key task for the Government in recent
years. While I have noted improvements in some areas, they are simply not
enough. There is still a long way to go before a culture of service and pride is
truly nurtured and thriving among our civil service workforce.
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Madam President, the incidents relating to the building problems of
public housing units come to a close as we assess the Report. But the
significance of the Report is not merely in its findings. Just as important are
the revelations of the problems in the Government's administration system and
governance culture. If the officials and professionals involved fail to learn their
lessons, the two years, $14 million and efforts spent in examining the details of
the whole public housing construction exercise will be an opportunity lost.

I support the original motion and the amendment of the Honourable Albert
HO, but oppose the amendment moved by the Honourable Frederick FUNG.

Thank you, Madam President.
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Ms Emily LAU rose to claim a division.
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Geographical Constituencies and Election Committee:
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 24 were present and 24 were in favour of the amendment; while
among the Members returned by geographical constituencies through direct
elections and by the Election Committee, 20 were present, 14 were in favour of
the amendment and five against it.  Since the question was agreed by a majority
of each of the two groups of Members present, she therefore declared that the
amendment was carried.
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Mr Frederick FUNG rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 24 were present and 24 were in favour of the amendment as
amended; while among the Members returned by geographical constituencies
through direct elections and by the Election Committee, 19 were present and 18
were in favour of the amendment as amended. Since the question was agreed
by a majority of each of the two groups of Members present, she therefore
declared that the amendment as amended was carried.
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MR ABRAHAM SHEK: Madam President, societies do not only preserve their
historic relics and landmarks for nostalgic value. They do so as a way to
continue appreciating and respecting the past. It is part and parcel of a city's
collective memory and the strengthening process of its residents' sense of place,
history and civic pride. Often, these vintage structures give a place its
distinctive appearance and unique style, making it stand out from the ordinary.

Great cities around the world have always preserved and renovated their
cultural treasures in innovative ways. They realize that heritage sites serve as
landmarks for both locals and tourists. They become icons and attractions
bringing economic and cultural benefits to the local community. The appeal of
cities like New York, London, Beijing, Shanghai and Paris rests with their rich
heritage as much as their modern landscape and skyscrapers.

What does this awareness of the importance of heritage conservation tell
us? Two things, I believe. First, if we aspire to become, in the Chief
Executive's words, "Asia's world city", we need to think long and hard before
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relinquishing and demolishing our precious heritage assets. There are many
specific issues related to conservation that we need to deal with. But first and
foremost, Hong Kong is in critical need of a comprehensive policy on
conservation and preservation. This multi-faceted task needs to be guided by a
long-term vision with clearly defined goals.

Furthermore, we need to refine our definition of what constitutes heritage
assets and objects, in addition to formulating a comprehensive policy.
"Heritage conservation" is often narrowly understood as the preservation of
monuments and antiquities only. The fact is that heritage assets can be either
tangible or intangible. Today's motion focuses exclusively on built, physical
monuments, but I would point out that intangible cultural heritage forms such as
traditional customs, beliefs, rituals, crafts, music and so on, also need to be
nurtured and preserved. Otherwise, they would soon only exist in our parents'
and grandparents' memories.

In Hong Kong, the biggest challenge to heritage preservation is a shortage
of land and a growing population. The current land policy and piecemeal
administrative and legal framework also increase the difficulty of this task.
There are many sides to this problem and they are interwoven with each other,
but they share a central dilemma, that is, how to balance economic imperatives
with conservation — preserving heritage resources with development demands.
In other words, how do we keep our past and, at the same time, push forward
into the future?

Hong Kong is a city driven by economics. Private landowners all want to
maximize investment returns. Given that many potential heritage sites are
privately owned, developing a fair and reasonable compensation mechanism is
necessary. These may include instituting a set of planning and financial
incentive schemes, such as a favourable transfer of plot ratio, relaxation of
control on the usage of heritage buildings, tax rebate, land rates reduction, and
other means to encourage landowners to agree to conservation.

The private sector itself has long called for the setting up of a land swap
mechanism. Only recently has the Government begun to explore the possibility
of transferring of land development rights as a way of using market resources to
pay for the preservation of heritage assets. If we had done this before, we
would have seen many of our buildings being preserved. Since heritage
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preservation is by no means an inexpensive exercise, sharing the cost with the
private sector would relieve the burden on a deficit-plagued government. As
more and more people have become conscious of the significance of heritage
preservation and its maintenance cost in recent years, there is a generally
favourable environment for the introduction of plot ratio transfer mechanisms
and other incentive initiatives.

In regard to these heritage buildings, once they become public assets again,
we need to employ them in flexible and sustainable ways. The old buildings
may have lost their initial functions and purposes, but we can give them new life
after careful restoration and adaptation. Trying to simply restore the buildings
to their original functions would be impractical, if not impossible. I think that it
is also important to avoid creating inaccessible museum-type venues that are not
in line with the original utilitarian character of the buildings or the general
atmosphere of their present surroundings. Classic buildings and architecture
are rich assets that can be used to develop cultural heritage tourism, while smart
management and profitable use of the buildings, such as for entertainment and art
activities, will generate income for the preservation works.

Madam President, the Government's heritage conservation efforts are
often criticized as piecemeal. Indeed, a large number of potential heritage
buildings and most cultural heritage assets do not fall within the confines of the
current legal framework. Only a few monuments, either because they are
government-owned or included in urban renewal or infrastructure projects, are
lucky enough to receive proper preservation attention. Clearly, we need a
better system to identify and regularly review our potential heritage assets.

The unsatisfying situation only points to one logical conclusion. We need
to develop a new conservation policy — fast! I repeat: Time is of the essence.
I remember the day when I was made a member of the Antiquities Advisory
Board (AAB), I was given to understand that the conservation policy was in the
making. After serving three terms, or six years, I am no longer a member of
AAB now, but such a policy is still in the air. This signifies that the
Government only pays lip service to conservation and heritage preservation. 1|
hope that under the leadership of the new Secretary, he could do something to
preserve Hong Kong's heritage buildings and assets. With these words, I
support the motion.
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NEXT MEETING
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Adjourned accordingly at twelve minutes to Eight o"clock.



