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Madam President,

A. Introduction

1. This is my first Policy Address following my re-election
as Chief Executive of the Hong Kong Special Administrative
Region (HKSAR). It sets out the blueprint for the Third Term
Government of the HKSAR in the next five years. I have
prepared this Address with full confidence in the future of Hong
Kong.

Full Confidence

2. I am confident because Hong Kong’s economy is back on
track, registering rapid growth over the past 15 quarters. The
three years from 2004 to 2006 saw average annual growth of
7.7%. The first half of 2007 saw further growth of 6.3%. The
unemployment rate has dropped from 8.6% in mid-2003 to 4.2%.
While inflation has edged up recently, it is still relatively mild.
I will pay close attention to its implications on the livelihood of
the low-income group. That said, incomes have generally risen,
and I believe that the community at large is feeling more
prosperous.

3. I am confident because Hong Kong people have overcome
the confusion and anxiety about their future, which was once
shrouded in uncertainty. In the 10 years since reunification, we
have experienced various ups and downs. And when we found
our footing, we were no longer the same: we now have a stronger
faith in the future, are more confident and know where we are

going.

-+, I am confident because after 10 years of implementing
“One Country, Two Systems”, the advantages are there for all to
see. Only through leveraging the strengths of our country can
we position ourselves globally to create a better future.



A New Era

5. The rise of our country brings new opportunities. It also
ushers in a new era for Hong Kong. Over the next five years,
we need to cultivate a new spirit for these new times. We need
to become new Hongkongers, better equipped to sustain
developments in the new era. New opportunities do not bring
about wealth and prosperity overnight. Only by integrating
emerging opportunities with our own personal improvement can
we aspire to sustained prosperity and progress. To capitalise on
these opportunities, we all have to set new goals. We need vision
but, more importantly, we need practical plans to achieve that
vision.

New Goals

6. I will insist on promoting economic development as our
primary goal. The reason is simple. Without economic
prosperity, people cannot make a decent living and all visions
are just empty talk. And even during the good times we must
continue to make progress by achieving our targets in a step-by-
step pragmatic manner. We must not engage in empty talk about
ideals, in the vain hope of achieving everything in one go.

7. I will insist that our development be sustainable, balanced
and diversified. While the economy powers ahead, we must take
care of environmental protection and cultural conservation to
offer our people a quality city life.

8. I will insist that development bring about social harmony,
with different strata of people sharing the fruits. I will devote
myself to facilitating social mobility, helping the poor, creating
job opportunities and promoting a caring culture in the
community.

9. These three guiding principles embody the overall goals
of Hong Kong. They will ultimately lead Hong Kong to become
the most advanced and harmonious city of our country, as well
as a global metropolis offering quality life.



Progressive Development

10. 1advocate the concept of “Progressive Development” in
achieving these three goals. I will explain how this concept will
chart the course for Hong Kong’s development. On this basis,
we will endeavour to forge a consensus in the community. Over
the past decade, there has been too much controversy and too
little consensus. Time and opportunities have passed us by while
we got caught up in endless debates.

by:
1)

(2)

11. “Progressive Development” is envisioned to be realised

Promoting economic development through
infrastructure projects: History tells us how the Hong
Kong economy took off in the 1970s, and developed
progressively into a modern international
metropolis. The large-scale infrastructure projects
implemented in the 1970s and 1990s provided the
impetus for rapid growth. Apart from upgrading
urban development, infrastructure projects bring
about higher employment, wage increases and real
economic benefits. As we embark upon the 21st
century, we will push ahead with 10 major
infrastructure projects, details of which will follow.

Promoting community development through
revitalisation: In pursuing further development, we
must attach importance to environmental protection
and heritage conservation. To protect our
environment, we need a two-pronged approach.
Apart from enacting legislation, we need to engage
the business sector and the public to enhance their
awareness and rally their support to protect the
environment with a view to changing some of our
daily habits. As for heritage conservation, emphasis
should not be placed solely on the preservation of
historic buildings. We should also seek to revitalise
these buildings in order that they may become an



integral and lively part of the local community,
which in turn will generate wider social and
economic benefits.

(3) Promoting social harmony under the concept of
helping people to help themselves: While
globalisation spurs development, some people are
not yet able to share the fruits of prosperity. In my
view, the Government should not attempt to narrow
the wealth gap by redistributing wealth through
high levels of tax and welfare. The role of the
Government should be confined to creating the social
conditions that help improve the livelihood of people
with low income using a multi-pronged policy
approach. This includes promoting infrastructure
development to achieve higher wages; developing
soft infrastructure on all fronts including expanding
retraining programmes to help the middle class and
the grassroots upgrade their skills — this will
improve their competitiveness in an ever-evolving
labour market; creating employment opportunities at
the community level through social enterprises based
on tri-partite collaboration between the Government,
the community and the business sector; continuing to
invest heavily in education and fostering social
mobility to reduce cross-generational poverty; and,
adding value to social capital as the target of welfare
services development in the future.

Government, Enterprises and Individuals

12. To realise “Progressive Development”, the Government,
enterprises and individuals all have different roles to play. I
adhere to the principle of “Big Market, Small Government” and
to containing public expenditure below 20% of Gross Domestic
Product (GDP) as far as possible. However, I object to a
dichotomy between the roles played by the Government and the
market, whether it be a strong belief in the omnipotence of
government intervention or a passionate support of the free



market being sacrosanct. Both are sweeping generalisations. In
striving for economic growth, complex and unique relationships
exist among different sectors of our economy. We should take a
practical look at the respective responsibilities of the
Government, enterprises and individuals.

13. I my view, the Government’s role is mainly to formulate
policies conducive to sustainable development so that every
citizen has the opportunity to share the fruits of prosperity and
progress. The Government needs to balance the political,
economic and social demands of different interest groups in the
community, and to make progress while maintaining stability.
It should take the lead at the policy-making level in certain areas
such as promoting economic integration with the Mainland,
taking forward cross-boundary infrastructure projects and
making joint efforts to develop a world-class metropolis.

14. As for enterprises in today’s society, they should no
longer just perform a pure economic role — they should also
shoulder social responsibility. The Government can achieve social
goals through consultation with our enterprises. Regulation by
legislative means should be a last resort. I will mobilise our
enterprises to actively participate in wage protection,
environmental protection, heritage conservation and building a
caring society.

15. At the individual level, I will promote the family as the
mainstream social core value through various policies to help our
people adapt to the social changes brought about by
globalisation. The Government will invest more on each member
of our community. Every one of us should seize these
opportunities and fully equip ourselves. Our people should
move with the times, actively embrace the new economy and
meet the demands of the changing world in a way that befits the
new Hongkongers.

An Era of Consensus

16. The world is changing at an unprecedented pace in
history. A city may rise or fall in no time. Hong Kong needs to



foster consensus on its future and promote internal cohesion so
that all citizens, enterprises and the Government can progress
together. Only in this way will Hong Kong rise to a new level
of development and meet the challenges of a changing world.

17. 1 will now go into the details of the policy items, which
aim to realise the pledges made during my election campaign
and lay the foundations for our society to build consensus.



B. Undertaking 10 Major Infrastructure
Projects for Economic Growth

18. Infrastructure development can bring about huge
economic benefits. Both employment opportunities and wages
will increase during the construction stage, and, upon
completion, the infrastructure projects will boost economic
activities and improve the living environment.

19. m promoting infrastructure development, our efforts over
the past decade did not match expectations. Overall expenditure
on infrastructure for this year may well be the lowest in recent
years. To address this problem, the recently established
Development Bureau in the reorganised Government Secretariat
will co-ordinate major infrastructure projects. I will push ahead
with 10 large-scale infrastructure projects within my term of
office. These projects will not only expand the room necessary
for Hong Kong’s further development, but also improve our
transportation, thereby linking up our socio-cultural and
business activities with more efficient transportation systems.
More importantly, with closer rail and road transport links
between Hong Kong and the neighbouring regions of Shenzhen
and the Pearl River Delta (PRD), we can foster further cross-
boundary integration. These infrastructure developments will
consolidate Hong Kong’s status as a global city and lay a new
foundation for our sustained development in the future.

20. A rough estimate of the added value to our economy
brought about by these projects, from commissioning to a mature
stage, would be more than $100 billion annually, amounting to
some 7% of our GDP in 2006. In addition, some 250 000
additional jobs would be created. Details of the projects are:

Transport Infrastructure

(1) South Island Line: The local community has been
strongly demanding the extension of the mass transit
railway to Southern District. The Executive Council
will soon examine a proposal submitted by the MTR



Corporation Limited with a view to authorising it to
proceed with engineering design. Construction of the
seven-kilometre rail line will start in 2011 and cost
more than $7 billion. The South Island Line will be
commissioned no later than 2015. With the expected
endorsement of the West Island Line, Hong Kong
Island will have a much more extensive rail network.

(2) The Sha Tin to Central Link: The Sha Tin to
Central Link will connect the Northeast New
Territories and Hong Kong Island via East Kowloon.
The Government has stated that a detailed plan will
be ready for public consultation early next year. We
expect construction work to start in 2010.

(3) The Tuen Mun Western Bypass and Tuen Mun-
Chek Lap Kok Link: We have conducted a strategic
review of the transport infrastructure for the
Northwest New Territories and Lantau to ensure
that it can meet future demand. Our plan is to
develop the Tuen Mun Western Bypass and the Tuen
Mun-Chek Lap Kok Link at a cost of over $20 billion.
Upon completion in 2016, there will be a direct access
linking up Deep Bay in Shenzhen, the Northwest
New Territories and the Hong Kong International
Airport (HKIA). The logistics industries will stand to
benefit from the direct access, which will also link up
the Northwest New Territories and the HKIA,
thereby alleviating the busy traffic along the North
Lantau Highway in the future.

Cross-boundary Infrastructure Projects

(4) The Guangzhou-Shenzhen-Hong Kong Express
Rail Link: Our country is now building a high-
speed national rail network of some 12 000
kilometres to link up major cities, with maximum
train speeds of 200 to 300 kilometres per hour. The
network will substantially enhance the Mainland’s



()

transport capacity. To seize the opportunities, we are
pressing ahead with the building of the Guangzhou-
Shenzhen-Hong Kong Express Rail Link running
from West Kowloon to Shibi, Guangzhou. When
running in Hong Kong, this Express Rail Link will
use a dedicated line to ensure its smooth operation.
We will actively study the provision of a common
immigration and customs clearance system for Hong
Kong and the Mainland at the Kowloon Terminal.
Our target is to complete the planning and design
processes within next year, so that construction will
commence in 2009.

Hong Kong-Zhuhai-Macao Bridge: The Hong
Kong-Zhuhai-Macao Bridge is a priority project. As
a major strategic cross-boundary project, it is
unprecedented in terms of scope, scale and
complexity. The efforts made by the three
governments involved are gradually bearing fruit.
We have completed the engineering feasibility
studies for over 20 project items. A remaining task
is to finalise the financial arrangements. We aim to
complete the financial arrangements in the near
future and convene an expert group meeting to
scrutinise the report. This will serve as the basis for
discussion over specific investment and financing
arrangements by the three governments at the next
stage.

We have also made much effort on site investigation
of the connecting roads in Hong Kong. Following the
principle of “separate locations of boundary crossing
facilities” agreed by the three parties, we have
commenced the site selection study in Hong Kong
and are collecting public views. I hope that we will
have your support.
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(6)

(7)

Hong Kong-Shenzhen Airport Co-operation: The
HKIA and Shenzhen Airport are two major airports
in the PRD region. The HKIA ranks among the
busiest international airports in the world in terms
of both passenger and cargo traffic, while Shenzhen
Airport handles far more domestic flights than Hong
Kong. For the two airports to fully complement each
other and achieve a win-win situation, it is necessary
to study the feasibility and economic benefits of
establishing a rail connection between the two.
Currently, high-speed ferry services ply between the
two airports. A rail link can forge even closer ties. I
am glad that the Shenzhen Municipal Government
strongly supports the proposals on further co-
operation between the two airports. To follow up, the
two governments will form a joint task force. The
Airport Authority will provide research support to
the task force. We hope that specific work plans can
be drawn up early next year.

Hong Kong-Shenzhen Joint Development of the
Lok Ma Chau Loop: As neighbours, Hong Kong
and Shenzhen can achieve a win-win situation for
both sides by adopting an integrated regional
development strategy. Apart from enhancing cross-
boundary transport links, we will work with the
Shenzhen authorities to tap the land resources of the
Lok Ma Chau Loop to meet future development
needs and consolidate the strategic position of
Shenzhen and Hong Kong in the Pan-PRD region.
For this purpose, we will establish a high-level co-
ordinating mechanism. We will jointly explore the
feasibility of developing the Lok Ma Chau Loop to
our mutual benefit, and steer further research and
planning work on other cross-boundary issues.



