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OFFICIAL RECORD OF PROCEEDINGS

2006 & 3 B 23 H £ HAM
Thursday, 23 March 2006

TH 230N EEEE
The Council continued to meet at
half-past Two o"clock
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MEMBERS PRESENT:
EFRERHEE - G.B.S., JP.

THE PRESIDENT
THE HONOURABLE MRS RITA FAN HSU LAI-TAI, G.B.S., J.P.

Hibts# & - G.B.S., J.P.
THE HONOURABLE JAMES TIEN PEI-CHUN, G.B.S., J.P.

g FEE S - S.B.ST.J., J.P.
IR DR THE HONOURABLE RAYMOND HO CHUNG-TAI, S.B.ST.J., J.P.
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THE HONOURABLE LEE CHEUK-YAN

FHEPFEE - J.P.
THE HONOURABLE FRED LI WAH-MING, J.P.

HHHEEZE S - S.B.S., J.P.
DR THE HONOURABLE LUI MING-WAH, S.B.S., J.P.

REERE

THE HONOURABLE MARGARET NG
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AR Ria#E - G.B.S., J.P.
THE HONOURABLE MRS SELINA CHOW LIANG SHUK-YEE, G.B.S., J.P.
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THE HONOURABLE JAMES TO KUN-SUN
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THE HONOURABLE CHEUNG MAN-KWONG

R i i B - J.P.
THE HONOURABLE CHAN YUEN-HAN, J.P.

R EHA - J.P.
THE HONOURABLE BERNARD CHAN, J.P.
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THE HONOURABLE CHAN KAM-LAM, S.B.S., J.P.

PRIZF#E - S.B.S,, J.P.
THE HONOURABLE MRS SOPHIE LEUNG LAU YAU-FUN, S.B.S., J.P.
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THE HONOURABLE LEUNG YIU-CHUNG

HpfgE#EE - J.P.
THE HONOURABLE SIN CHUNG-KAL, J.P.

#Hal#E - G.B.S.
DR THE HONOURABLE PHILIP WONG YU-HONG, G.B.S.

HAEREE - J.P.
THE HONOURABLE WONG YUNG-KAN, J.P.

itk & - G.B.S., J.P.
THE HONOURABLE JASPER TSANG YOK-SING, G.B.S., J.P.

BEREHEE » S.B.S., J.P.
THE HONOURABLE HOWARD YOUNG, S.B.S., J.P.
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DR THE HONOURABLE YEUNG SUM

FNTHFEE - J.P.
THE HONOURABLE LAU KONG-WAH, J.P.

e o G.B.S., J.P.
THE HONOURABLE MIRIAM LAU KIN-YEE, G.B.S., J.P.

EEZ# &5 GBS, JP.

THE HONOURABLE TIMOTHY FOK TSUN-TING, G.B.S., J.P.

e - G.B.S., J.P.
THE HONOURABLE TAM YIU-CHUNG, G.B.S., J.P.

Ang kg o J.P.
THE HONOURABLE ABRAHAM SHEK LAI-HIM, J.P.

ZHE¥EHEE - B.B.S,, J.P.
THE HONOURABLE LI FUNG-YING, B.B.S., J.P.

kT AHEE - J.P.
THE HONOURABLE TOMMY CHEUNG YU-YAN, J.P.

PR RS
THE HONOURABLE ALBERT CHAN WAI-YIP

wE#w#E - S.C., J.P.
THE HONOURABLE AUDREY EU YUET-MEE, S.C., J.P.

SiEA - J.P.
THE HONOURABLE VINCENT FANG KANG, J.P.

FTEEZEE - M.H.
THE HONOURABLE WONG KWOK-HING, M.H.
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THE HONOURABLE LEE WING-TAT
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FEEHEE - M.H,
THE HONOURABLE LI KWOK-YING, M.H.
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DR THE HONOURABLE JOSEPH LEE KOK-LONG

MEm A - B.B.S., J.P.
THE HONOURABLE DANIEL LAM WAI-KEUNG, B.B.S., J.P.

P % 5% & - S.B.S., J.P.
THE HONOURABLE JEFFREY LAM KIN-FUNG, S.B.S., J.P.

REE#HEE - S.B.S., J.P.
THE HONOURABLE ANDREW LEUNG KWAN-YUEN, S.B.S., J.P.

RREEHFEE - S.C.

THE HONOURABLE ALAN LEONG KAH-KIT, S.C.
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THE HONOURABLE LEUNG KWOK-HUNG
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DR THE HONOURABLE KWOK KA-KI
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DR THE HONOURABLE FERNANDO CHEUNG CHIU-HUNG

REBHRE & - S.B.S., J.P.
THE HONOURABLE CHEUNG HOK-MING, S.B.S., J.P.
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THE HONOURABLE CHIM PUI-CHUNG
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THE HONOURABLE PATRICK LAU SAU-SHING, S.B.S., J.P.
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THE HONOURABLE ALBERT JINGHAN CHENG

HEREA

THE HONOURABLE KWONG CHI-KIN
i L A

THE HONOURABLE TAM HEUNG-MAN

RFEZE
MEMBERS ABSENT:

(TR E

THE HONOURABLE ALBERT HO CHUN-YAN

g a - S.C., J.P.
THE HONOURABLE MARTIN LEE CHU-MING, S.C., J.P.

ZHE®E » G.B.S., J.P.

DR THE HONOURABLE DAVID LI KWOK-PO, G.B.S., J.P.

BT E#A - JP.
THE HONOURABLE LAU CHIN-SHEK, J.P.

BE#wEE - G.B.M., G.B.S., J.P.

THE HONOURABLE LAU WONG-FAT, G.B.M., G.B.S., J.P.

FIEMEE - J.P.
THE HONOURABLE EMILY LAU WAI-HING, J.P.

HHXZERE )P,
THE HONOURABLE CHOY SO-YUK, J.P.
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THE HONOURABLE ANDREW CHENG KAR-FOO
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HmE#Ea o J.P.
THE HONOURABLE FREDERICK FUNG KIN-KEE, J.P.

B h#%E » G.B.S., J.P.
THE HONOURABLE MA LIK, G.B.S., J.P.

BxbEwE - S.C.
THE HONOURABLE RONNY TONG KA-WAH, S.C.

HERHEES
PUBLIC OFFICERS ATTENDING:

Wk F W R EEFEE - GBS, JP.
THE HONOURABLE HENRY TANG YING-YEN, G.B.S., J.P.
THE FINANCIAL SECRETARY

HEE A RECRESRE - S.CL P
THE HONOURABLE WONG YAN-LUNG, S.C., J.P.
THE SECRETARY FOR JUSTICE

R RAE MR R AHE 4L - G.B.S., J.P.
THE HONOURABLE MICHAEL SUEN MING-YEUNG, G.B.S., J.P.
SECRETARY FOR HOUSING, PLANNING AND LANDS

wAEmEMN R EYRDRE —#E4 - S.B.S., J.P.
DR THE HONOURABLE YORK CHOW YAT-NGOK, S.B.S., J.P.
SECRETARY FOR HEALTH, WELFARE AND FOOD

ABEEBREREEamFEELL - G.B.S., J.P.
THE HONOURABLE DENISE YUE CHUNG-YEE, G.B.S., J.P.
SECRETARY FOR THE CIVIL SERVICE
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JIERE -
CLERKS IN ATTENDANCE:

PE KRB L - JP.
MR RICKY FUNG CHOI-CHEUNG, J.P., SECRETARY GENERAL

B B RS R BRER R SE AR
MR RAY CHAN YUM-MOU, ASSISTANT SECRETARY GENERAL



kg — 2006 % 38 23 H
190 LEGISLATIVE COUNCIL — 23 March 2006

IR -HEHRRAEEHEEANE  REFEEHAREREGERE  -HERR
28 fIFE B °

(EHEEEER  ZAHEREGHRE)
TR :CHEREHMEEANY  HEMBETER -

RE
BILLS

HEE_E
Second Reading of Bills

REEE_EBRE®
Resumption of Second Reading Debate on Bills

TR AGHEEREER (2006 ERA GO ERE ) ET FERW -

(2006 FEMIEHESE )
APPROPRIATION BILL 2006

REFHAEN 2006 F 2 B 22 HE M RAEE _EBEE
Resumption of debate on Second Reading which was moved on 22 February
2006
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MR ABRAHAM SHEK: Budgets are usually boring because they deal with
facts and figures. But budget debates are normally interesting, for they talk of
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fallacies, dreams, visions and hopes. This year's Budget, as usual, is very
boring, but this year's budget debate is becoming more and more interesting, and
| find it actually rather educating.

One of the major concerns among Members in this Chamber this year is to
help the poor. Mr Ronny TONG spoke elogquently on his proposal on how to
help the poor, and this was supported by many others, like LEE Wing-tat and
many others. | support them as they plead for very little to give much happiness
to many who are in this category. | concur with their proposal, especially the
part on the elderly and the handicapped recipients of CSSA payments, level of
which have been reduced by approximately 11% since 2003. | urge the
Financial Secretary to consider this proposal carefully. | again salute Mr
CHIM for his sudden good-naturedness in helping the caged people. Suddenly,
| think, he found that he has more objectives to help the poor than to make
money. This is very noble of him, because the caged people in Hong Kong do
acutally suffer, and | know many of them. As regards other proposals, they
speak very highly of society's needs and the problem our society is facing.

The tone of the Financial Secretary's Budget speech this year was both
cautious and conservative, with no surprises and little excitement. With Hong
Kong's dramatic economic resurgence and market improvement, the
Government has managed to balance its operating account and post a substantial
surplus three years ahead of its target. The remarkable achievement was hard
won by the Government's team of officials after the territory's prolonged
downturn. Special mention must be made to Mr LEUNG Kam-chung, who has
contributed greatly to this upturn. However, Hong Kong's fiscal position
remains structurally unsound and is in a perilous state, therefore, | fully endorse
the Secretary's belief that there is little room for tax cuts. Our operating
surplus should be retained to replenish the coffer for rainy days, as the global
black clouds are flaggingly hanging over us. Yet at this crossroad, the
Financial Secretary seems a bit tardy as he fails to propose any new fiscal and
economic initiative to alleviate the current taxation structure, which is full of
loopholes. The Secretary's third Budget also fails to delineate a map to explore
the next wave of our economic growth, in light of the fact that local pillar
industries have been increasingly feeling the heat from neighbourly competition.

Let me first touch on a subject which is close to my heart and the hearts of
300 000 construction workers. The sad subject is that of the continued high
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unemployment rate in the construction industry, which now stands at 11%.
Yes, 11%. Also, the previous figures in the past few years were 18% plus.
That was really shocking, and we are really thankful for this reduction to 11%.
When | say thankful, I am not addressing the Government for it has done
nothing. In the past few years® Budgets, it has committed an annual spending of
$29 billion for infrastructural development. That did not help bring down the
unemployment figure. In this year's Budget, the Government still maintains a
spending of $29 billion for infrastructural development. It simply has not
learned its lesson. It should spend and invest more than $29 billion. The
reduction is mainly contributed by the sudden growth in the development
industry in Macao, with the availability of thousands and thousands of jobs.
Our Hong Kong workers are forced to go to Macao to work for less and less
money. Jobless rate, as | said earlier, still stands at 11% because of the Macao
factor, when our overall unemployment rate is at 5.5%. | urge the Government
to address this problem now — | repeat now — as the jobs in Macao are only
temporary for a year or two, and these workers will be returning to Hong Kong
very soon.

We in the Legislative Council, irrespective of our political inclinations, all
want the Government to spend more and invest more in Hong Kong so as to
create more jobs and invest for our future. Also, we in the Legislative Council
are waiting for the Government to introduce more government projects to be
pushed through the PWSC and our Finance Committee, but simply, they come
dwindling. What a disappointment this is, not only for us but for the
community. So, let the community know and let the community not blame the
Legislative Council for holding back government projects, but rather on
government tardiness.

The second major reason for the reduction of jobs in this sector is
contributed by the substantial reduction of private residential development
projects locally. The developers are eager to invest as development funds are
abundant, but simply, the business environment is not investment-friendly to
property development. The real estate development industry was one of the
major economic driving engines in the pre-1997 economy and fortunately, it is
still so but unfortunately, its importance is dwindling gradually. Why this is
so? Let me tell you, CHAN Wai-yip, there is no such thing as ‘& 74§ 2] 45 In
the development industry; there is no such thing as & 3% i % in the
development industry, and the industry will look for transparency. We look for
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a level playing field with the Government. The development industry is facing
the insurmountable task of overcoming government bureaucracy and obstacle
which are foreign to Hong Kong till now. The industry-government
relationship is at a new low, which results in delays in project implementation
and abandonment of projects locally for investment overseas where the
environment is more friendly.

| have no time to list out all the problems the industry is facing, nor will
you have the interest to listen. But I can tell you, the industry of top players
have actually written to the Government, and those in the surveying industry, the
professionals, have also written to the Government about this particular subject.
Senior government officials are made aware of the difficulties of operating in
Hong Kong in the real estate development sector, and there is an urgent need to
streamline and simplify government procedures for greater efficiency and better
use of resources. As | said, the industry is looking for transparency and a level
playing field with the Government. Unfortunately, the Government turns a
deaf ear to the pleadings of the industry and those of the tens of thousands of
jobless construction workers. They are not the only losers; the community as a
whole is the loser because if this bureacracy and inefficiency persist, Mr
Financial Secretaty — unfortunately he is not here — we are losing multi-billion
dollars in revenue, not only from land sale or premium, but also from associated
economic activities.

| sincerely urge the Financial Secretary to step in to address this issue.
This is simply not only a land issue, this could be an economic disaster, as in the
case of Mr TUNG"s 85 000 units.

Madam President, | should continue with my speech on this Budget
debate.

Let me now focus on another area of fiscal discipline and tax relief
initiatives. The Administration's medium-range forecast is for a sharp decline
in the public spending portion of the city's GDP from 18.2% in 2006-07 to 18%
in 2007-08, to 17.3% in 2008-09, 16.6% in 2009-10 and down to 16.1% in
2010-11. Even though the Government's projected expenditure level is below
its traditional target ceiling of 20% of GDP, the Secretary has failed to specify
how the Government can cut its expenditure share of the GDP. | have doubts
whether the Secretary's target is really achievable and realistic since it is based
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on the hypotheses that Hong Kong"s forecast economic growth will maintain at a
moderate pace; GDP will grow at around 4% on average (in real terms) per
annum, and the Government's recurrent revenue will keep soaring hugely in
coming fiscal years. But taking into account the ageing population and a
shrinking workforce, the Government's annual costs in providing social welfare
and medical services to our citizens can be expected to remain sizeable and
rightly so. | am disappointed that the Secretary has not clearly mapped out his
concrete plans and solutions for driving down public expenditure in the Budget.

Even with the downsizing of the civil service establishment, although
full-time civil servants have been cut to about 162 000 people, the
Administration's head count of staff on contract terms has increased to 15 600,
thus offsetting the jobs eliminated. Take the Environment, Transport and
Works Bureau as an example. As the Government struggles to downsize the
civil service workforce and many capital works projects have been out-sourced
or financed under a Private-Public Partnership model, the Bureau is still
pursuing the opening of about 20 directorate posts to handle works projects,
which will involve an extra $26 million a year to pay staff salaries. To adhere
to the principle of "market leads, government facilitates™ or "big market, small
government", | call upon our Secretary and the bureau heads to strive harder in
redeploying existing resources to achieve better efficiency and reduce wastage,
thus maintaining more restraint in using public expenditure.

At present, Hong Kong's economic resurgence is far from assured because
it still lacks the breadth to absorb sudden blows. 1 agree that there is little room
for cutting tax. As our economic structure remains vulnerable to external
market forces, any downturn would surely hit Hong Kong's unstable sources of
revenue and bring back the bad days of deficits. Also, our tax base remains
exceptionally narrow since nearly two thirds of our 3.3 million workforce pays
no salaries tax at all.  Our fiscal revenue still relies too heavily on land premium
and investment income, which will fluctuate with the economy’s ups and downs.
Even though the Government has forecasted a substantially increasing fiscal
surplus, we should not forget that this estimated extra money between 2006-07 to
2010-11 includes $52.7 billion in estimated profit from the sale of government
assets. They are not actually profits, they are government assets.

It is therefore crucial for the Government to broaden its tax base to ensure
a wider stream of stable revenue in the long run. Consultation on a Goods and
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Services Tax (GST) will only begin in mid-year, and the whole process will take
at least nine months. Should a decision be made to go ahead with the GST, a
further three years will elapse before it comes into effect. With our highly
politicized landscape, it is foreseeable that the GST's implementation would
encounter strong political resistance. The Administration must engage the
public in the consultation extensively for proceeding with tax reform and
consolidating the public finance structure’s sustainability.

As for tax relief initiatives, | applaud our Secretary for proposing to
extend the up-to-$100,000 per year home loan interest allowance from seven to
10 years and reduce the marginal rates for salaries tax of the second, third and
top tax brackets by one percentage point. These relief measures are affordable
and pose no threat to long-term fiscal stability. As for those colleagues who
advocate returning the salaries tax rates to 2002-03 levels, | believe that would
surely shrink our already narrow tax base, resulting in an extra $7 billion less in
tax revenue and more than 100 000 workers falling out of the tax net. This
would further weaken our public finances and push our public accounts back into
the red.

One key driving force underpinning the Pearl River Delta's regional
integration is definitely the developing of road transport network for connecting
neighbouring mainland cities and provinces. Hong Kong should aim to become
the nation's engine in driving the economic development in the southern part of
our country in order to sustain our own growth.

Thank you. Madam President.
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Adjourned accordingly at twenty-one minutes to Seven o*clock.



