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BILL





Second Reading of Bill





Resumption of Second Reading Debate on Bill





PRESIDENT (in Cantonese): Council will now continue with the debate on the Second Reading of the Appropriation Bill 1998.  There are already a number of Members holding up their hands showing their intention to speak.  I would ask these Members to hold up their hands for a little longer so that the Clerk can jot down their names clearly.








APPROPRIATION BILL 1998





Resumption of debate on Second Reading which was moved on 18 February 1998








PRESIDENT (in Cantonese): Mr LAU Kong-wah.








MR LAU KONG-WAH (in Cantonese): Madam President, first of all, I would like to talk about my observation of the Budget and the whole process of the debate yesterday.  Of course, most of the mass media and public opinions today have urged the Financial Secretary to listen to the views of the people and Members.  Although the Financial Secretary responded and said that he would listen to Members' suggestions with an open mind, I am not sure even now whether he really means it because in the past, especially in the course of the compilation of the Budget, the Financial Secretary has been giving us an impression of artificiality.





	I originally thought that posturing would only happen in elections, but in fact it can also happen in the compilation of the Budget.  It is indeed a smart move in creating a pessimistic outlook first and then reverse it to an optimistic one.  But there is a price to pay and that is, the public would not know when it is true or when it is not.  But the people must know what the Government actually thinks, and it may not be a good thing to talk incoherently.  Hence "crying wolf" may win short-term applause, but it has to pay a long-term price.  For example, on the eve of this debate, the Financial Secretary made a speech at the Federation of Hong Kong Industries and alluded to the interpretation of the jargons like "high value-added" and "high technology".  Of course, we all know that high value-added is not equal to high technology, however, high value-added cannot be safeguarded without high technology, and I am sure that low technology cannot bring high value-added.  In this case, what is the crux of the problem?  The crux of the problem lies, in the Financial Secretary's conclusion, in raising the productivity of Hong Kong.  He did not mention the promotion of high value-added industries, inconsistent with what the Chief Executive, Mr TUNG Chee-hwa, said in his policy address, that is, high value-added industries have to be developed.  So while such inconsistency will affect Hong Kong, I believe it will also make international investors suspicious about whether Hong Kong is really heading in this direction.  This inconsistency may also impact on Hong Kong.





	As regards the issue of fuel duty, the applause has naturally covered the catcalls, drowning the Financial Secretary in an euphoria so strong that he has not thought it through.  I personally think that it is more important to "present the facts and reason things out" than to threaten people with words.  Why?  The Financial Secretary once mentioned that the increase in fuel duty may be an answer to environmental protection, but if a tax increase can achieve environmental protection, then it would be very easy to protect the environment.  Another argument of the Financial Secretary was that an increase in fuel duty may help reduce the use of cars.  However, last year's Budget did not propose increasing fuel duty, yet the use and sales of cars saw a great drop.  Why did that happen?  Obviously, it is because the use and sales of cars are basically connected with economic development, but not with the increase or decrease of tax.





	On the other hand, the Financial Secretary has also said that he did not want to change his past principles just to cater for the interests of certain parties.  But if we take a look at the whole Budget, we can see that he has actually changed some of his principles.  Why are there tax concessions in various other areas but not fuel duty alone?  It is unreasonable.  In this case, if the Financial Secretary sees fit to confront the Provisional Legislative Council, I do not think it will do any good and he might not get away from this unscathed.  As the old Chinese saying goes, "picking up a sesame only to drop a water melon".  The Financial Secretary should think about this: Is it wise to talk incoherently and use this as a strategy?  I think it warrants further thoughts.





	Moreover, I would like to talk about the contents of the Budget.  I feel that this is a Budget which can ride out the storm a little and overcome the catcalls.  By the catcalls I mean the dissatisfaction of the grassroots, the worries of the middle class and the puzzlement of the industrial and business sector.  The grassroots are obviously dissatisfied with the depressed economy, underemployment and inadequate welfare.  Of course, the Government told us it would appropriate funds for infrastructure projects, but can these projects mean full employment?  From 1994 to 1995, the situation seemed to be just the opposite.  Therefore, other than investing in infrastructure, the Government should also review the importation of labour and the retraining of local workforce.





	As for the worries of the middle class, the figures provided by the Labour Department last week also showed that there has been an upward trend of university graduates approaching them for jobs.  In fact, social workers have come to us many times, complaining that 70% of them are out of job.  Some social workers even have to take up posts of lower ranks if they want to work.  What is the situation in Hong Kong now?  Part of the middle class are reduced to bankrupts.  We can see that the problem of unemployment has spreaded from the grassroots to the middle class, periodical unemployment gradually turning into partial long-term unemployment.  We can even see that while the service industry used to serve as a buffer for the unemployed of the manufacturing industry, it now even has its own unemployed population.  Where has our the buffer gone?  Some graduates of social work, education or engineering have joined the real estate or stock industries, but what will their way out be after this economic crisis and financial turmoil?





	As for the puzzlement of the industrial and commercial sector, some Members from the sector pointed out yesterday that the present direction is not very clear.  I would like to cite the example of the Science Park to illustrate my point.  At a meeting of the Financial Committee, the Government told us that it would use $200 million to build a Science Park.  Is it not a fond dream that a mere seven-hectare piece of land can strengthen the competitiveness of Hong Kong?  There will be 20 science parks in Taiwan in the next 10 years, whereas in our neighbouring Pearl River Delta spanning from Zhongshan to Foshan, there will also be six extensive industrial areas of so-called high and new technology.  Hong Kong alone stays put.  Although seven hectares of land will be reclaimed along the Tolo Harbour Highway for the construction of a so-called Science Park, in fact we still have to wait for a very long time.  I say that we are staying put because we still do not know whether the Government has already formulated a policy to attract investors from overseas or the Mainland with preferential treatment.  When other countries are joining the government, the commercial field and the academic institutions to form an ironclad foundation, we do not see the Hong Kong Special Administrative Region (SAR) Government doing anything in the way of co-operation with the Mainland in this aspect.  Therefore, the Financial Secretary should attach more importance to this issue.  Of course, the Financial Secretary did mention that he would provide resources to assist this kind of industry, but I am worried that such assistance is partial and half-hearted.





	I would like to cite yet another example, that is, the information technology bureau.  We all hope that an information technology bureau can be set up, but the information technology bureau I see seems to be just an executive reform effort rather than a new injection of resources.  Why, in the scope of technology, is there only information technology but not electronic, biological or environmental technology?  Are these not technology?  If we really want to lead Hong Kong towards high value-added industries in full speed, there must be a technology co-ordination bureau to take up the responsibility.  I hope that, in the next Budget or Mr TUNG Chee-hwa's next policy address, this area will be given due concern.





	I would like to turn to the financial turmoil now.  In history, the United States went through an economic recession in the '80s, but thanks to the technological industries, it stood up.  In the recent turmoil Taiwan has also defended itself with technology.  Of course, technology is not omnipotent.  South Korea is a good example, and yet its heavy debts may be its stumbling block.  With the enormous fiscal reserves, Hong Kong is different and will be able to defend itself.  However, all trades and industries in Hong Kong are faced with recession at present.  I am afraid it is infeasible if we only rely on real estates to fight back.  Therefore, while we have set our mind at storing up grain against a lean year, we must also have the spirit to explore and improve.  I feel that Hong Kong has only made political reforms in the last 10 years, neglecting economic reforms.  In the next 10 years, I hope the Government can work harder in economic development, especially in promoting high value-added industries.  Only by developing in this direction can we take the middle class to new boundaries and allay the worries of the grassroots.





	Madam President, I would like to look at two livelihood problems from another angle: security and housing.  In the area of security, the crime rate has fallen in the past few years, and I believe it is the result of the hard work of the relevant departments.  However, I have repeatedly proposed that video recording systems should be installed in each room of all police stations, but it seems that it has never been implemented.  On the other hand, although the manpower of fire prevention services will be increased by more than 100 next year, I have asked the representatives of the Fire Services Department at a Finance Committee meeting and they said that the target has not yet been set.  I therefore hope that the parties concerned can submit the target to the Provisional Legislative Council for approval.  With regard to border security, we have proposed a series of improvement measures, including the erection of double-tier mesh wire and the implementation of modernized management.  I very much hope that the Government can achieve some results in this area.





	In the area of housing, the Government's investment has been increased by 52% and this is gratifying.  But I still insist that the goal of 35 000 public housing units should be maintained.  Besides, we still think that importance should be attached to both quantity and quality.  In the past examples, although the Government might have issued the certificate of compliance, the clients were obviously not happy with it. The most important point in the Government's performance pledge is client-oriented, I do not hope to see any broken pledges.





	Madam President, lastly, I would like to look at the Budget from a political point of view: although we see a superb performance in the Budget, the practice of talking incoherently is still a problem.  The society needs diversification, but it does not mean official statements also need diversification.  From a pessimistic tone to an optimistic tone, from the promotion of so-called high value-added to the mere enhancement of productivity, the Government has given me a feeling of "sometimes saying yes, sometimes saying no; one person saying east, another person saying west".  Inconsistency is the greatest weakness of the SAR Government.  I hope that it will review this point.  Adding to this the fuel duty problem, I think that the Financial Secretary is punctilious about small matters but muddleheaded about big issues.  So he is not up to standard in this respect.  However, from the financial perspective, I think that the whole Budget is nevertheless one which can maintain the principle of prudent financial management and spending within our own means.  Without any deficits, it can alleviate the people's burden while keeping enormous fiscal reserves with the Government.  In this respect, I think the Budget can achieve a full score.





	I so submit.  Thank you, Madam President.


PRESIDENT (in Cantonese): Mr James TIEN.








MR JAMES TIEN: Madam President, the 1998 Budget is the first for the Hong Kong Special Administrative Region (SAR) Government, and it is one drafted well under the most difficult circumstances with public pressure mounting and international scrutiny growing intense.  This is not to say there are no flaws or I do not have reservations.  This is to say, however, others before it had been more disappointing.  Given our past experience, it is easy to see why we are quite pleased this time around.





	In the final week before the Budget was released, our Financial Secretary met many legislators and tried to dampen our expectations.  Thus we became pleasantly surprised by the outcome, because he has included our views into the Budget at the last possible moment.  We can safely claim that we have more input into this Budget than in previous ones.  Knowing the old tradition has been broken, we would like future budgets to be prepared this way.  





	Madam President, the Hong Kong General Chamber of Commerce (the Chamber) wrote to the Financial Secretary in November last year, with an update on 16 February this year, urging him to depart from the previous pattern of overly cautious budgeting.  We wanted the Government to formulate an imaginative budget for hard times.  We specifically wanted the Government to achieve a balanced budget instead of staggering surpluses and to leave more money for the private sector to invest, spend, and do whatever is required to get the economy moving again.  We not only asked for long-term policies, we demanded immediate relief.  Most small and medium enterprises would not be able to hold on for a year or two for the regional economies to recover.  They are on survival mode and any little bit of support goes a long way.  I will now judge the Budget on whether it offers enough concessions to aid our small and medium enterprises and whether it fulfils the Chamber's requests.





	The Chamber wanted our Government to project an in-charge image to rebuild public confidence.  We noted with regret that the Government sometimes lapsed into talking about how bad the economy might get and how many people would be laid off.  We would much rather the Government reminded us less of the problems but told us how it planned to tackle them.








	We suggested a balanced budget but the Government has proposed another huge surplus in excess of $10 billion.  The Government used to have two excuses for amassing huge surpluses.  The first was that China had insisted that the British administration should save some money for the SAR.  The other was that we must have substantial reserves to defend the Hong Kong dollar and provide for the rainy day.  Now that Hong Kong has returned to China, we do not have to worry about the British squandering our reserves.  With $500 billion in fiscal reserves and US$100 billion in the Exchange Fund, we also have enough to defend the dollar peg, if indeed that is the purpose of the surpluses.  The Asian financial crisis has further proved to us that the Government has not spent a cent of its own in defence of our dollar because it has left the job to the public who must pay high interest rates to stabilize our currency.  As for the rainy day, a lot of us feel sorry that it is already here.





	The best and direct economic stimulus is a tax cut, a fact accepted by the world over.  This Budget provides some tax cuts.  One of these is the cutting of corporate Profits Tax from 16.5% to 16%.  The concession is nowhere near the 1.5% cut to 15% that the Chamber thought reasonable and necessary.  But it is one we can live with for now while hoping that the Government would reduce it again for the next budget.





	The Chamber asked and got the Government to give tax relief for those in the progressive tax brackets.  The various allowances ought to help raise consumer spending and thus benefit our hard-hit retailers.  We are especially pleased with the $100,000 maximum mortgage relief for home buyers.  This concession has already brought a little more life to the property market and a break for home owners weighted down by high interest rates.





	We wanted the Government to boost our flagging tourist industry.  We specifically asked for halving the Air Passenger Departure Tax to $50 and reducing the hotel Accommodation Tax from 5% to 2.5%.  Both are basically met.  The concessions in themselves do not revive the tourist trade, as my colleague, the Honourable Howard YOUNG, will later point out.  However, they are symbolic of our Government's commitment to the tourist industry.











	There remains one blot in our Government's efforts to revitalize tourism and that is the 60% duty on alcoholic beverages.  We like our tourists to spend more but it would not happen if every pint, glass and bottle cost more here than anywhere else in the world.  We know how tourists enjoy their drinks much more while on vacation.  A lower tax on wines and spirits would help straight away.  The extra business generated by this tax cut should more than compensate for any revenue loss caused by reducing the tax rate.





	The Chamber requested that the Government cut stamp duty on stock transactions, figuring that the Treasury would have gained extra revenue when the market boomed in the first nine months of 1997.  We are pleased that the Financial Secretary has heeded the suggestion and are just as pleased with his promise to work with the Securities and Futures Commission and the Stock Exchange to tighten trading regulations.





	The Chamber also asked for the abolition of Estate Duty.  Here the Financial Secretary has gone part of the way but not all the way.  He plans to reduce the maximum rate from 18% to 15%.  The cost on the Treasury, estimated at $90 million for the new financial year, is trivial.  The total elimination of this tax makes sense because it would attract a lot more foreign investment to Hong Kong, especially from Southeast Asian entrepreneurs at the present time.





	The Chamber wanted a total freeze on fees and charges for the year.  These high levies are seriously hurting small and medium enterprises in the present economic climate.  They feel that they should not have to subsidize other service users.  They also resent having to pay for the various trading funds' inefficiency.  They are puzzled at the Financial Secretary's promise to freeze all fees and charges other than those involved with the trading funds.  The Financial Secretary argues that the cost recovery program must proceed without postponement or modification.  This, to me, is indefensible.  Nobody needs a break more urgently than small and medium enterprises.  They have been rendered less competitive already by high interest rates, high costs, and various extra benefits for workers as required by law, and now also high fees and charges caused by inefficient government administration.














	Madam President, the business sector welcomes the reduction of property Rates from 5% to 4.5% which will benefit everyone in Hong Kong.  But there is more to this than meets the eye.  We must not forget that the Government had changed the assessment criteria in Rates evaluation.  The change had driven up substantially the dollar amount we actually pay.  The latest Rates cut from 5% to 4.5% does not bring the actual dollar amount paid back to as down as where it was two years ago.  It is common knowledge that property values across all sectors have fallen by 30% to 40% since the Asian financial crisis began.  Rents have dropped proportionately.  The Government can do more for everybody by reviewing immediately the rateable value to reflect the current market situation.





	The business community also applauds the Financial Secretary's proposal to let companies write off and depreciate fully investments in new machinery and equipment.  This is a clear signal that the Government supports the upgrading of business in the age of high technology and high productivity.  We hope the Government can provide more details so that we may know how broad this tax concession really is.





	Madam President, we agree that the Government should speed up and push ahead with its ambitious capital projects right after the new airport's completion in July.  I know doing this is not popular with the International Monetary Fund (IMF), which figures that every economy in Asia should tighten its belt.  But we are not indebted to the IMF and have no reason to subscribe to its policy of austerity.  Our Financial Secretary said he would not formulate a budget just to win public applause.  I would like to add that we should not draft a budget just to win the IMF's approval because our public interests must come first.  We wholeheartedly support our Financial Secretary's resolve to spend on capital projects for both long and short terms.





	All minor rebates here and there do benefit the business community.  This is because we are in a dire situation in which every little bit helps.  The biggest concern facing us today, however, is the terrible combination of low growth and high interest rates.  This essentially means profits are reduced and money needed to keep business going is scarce and expensive.











	Our Financial Secretary has basically admitted that he cannot do much about pushing up the GDP growth, which he insisted a month ago could reach 5% for 1998 but is now scaled back to a more realistic 3.5%, the lowest in 15 years.  He also realizes that high interest rates needed to defend the dollar are punishing our economy.





	Well, frankly, businesses are in the same credit crunch as home buyers.  Most of the economic problems in Hong Kong would be overcome if interest rates here could be brought down to the level of the United States since our dollar is linked to its currency.  I hope our Financial Secretary would look into the issue with counsel from economists, academics and financiers.  Experts have been saying that there are other means to uphold the dollar peg besides compelling the private sector to pay high interest rates.  I again wish to emphasize that the US$100 billion-plus in the Exchange Fund is sufficient to defend the dollar.  Our people and our economy should not be made prolonged victims of the regional financial crisis.





	Madam President, all in all, the Chamber welcomes this Budget with its $13.6 billion tax concessions.  We are particularly pleased that our Financial Secretary is willing to take into account our opinions more than he ever did.  We hope that this can become a trend, a precedent, and a sign of the partnership we have long advocated between the Government and us.  With those words of hope and compliment, I support the motion.








PRESIDENT (in Cantonese): Dr TANG Siu-tong.








DR TANG SIU-TONG (in Cantonese): Madam President, the first Budget of the Hong Kong Special Administrative Region (SAR) is an important indication of the embodiment of "Hong Kong people ruling Hong Kong" and the implementation of the policy address.  Under the present economic recession, the community is full of grievances against and demands on the Government.  How can the Government work fairly as well as give and take appropriately?  In my view, the Administration must not only consider the imminent problems, but also think for the long-term interests and demands of the community.  Basically, this year's Budget has depicted a lively and confident picture for Hong Kong people, giving them a glimpse of dawn amidst the recession.  It is commendable that the Financial Secretary, with the enormous reserves, can accept most of the views of Members.





	However, I think that if the Financial Secretary could take the following areas into careful consideration when he compiled the Budget, the Budget would have been more beneficial to the public.  Today I will talk about the interests of the grassroots and the questions of medical services and housing, while Members from the Hong Kong Progressive Alliance have already expressed yesterday and will continue to express today their views on the areas they are familiar with.





	The working population of Hong Kong amounts to over 3 million at present, among them, only about a half have to pay Salaries Tax.  As for the low income or unemployed people outside the tax net, the Government has not come up with any measure which will directly benefit them other than the freeze on charges.  For example, for the middle class who have purchased their own homes for self-occupation, the Salaries Tax deductions for home mortgage interest payment newly introduced this year can be regarded as a pleasant surprise from the Government.  However, for those "snails without a shell" who are unable to purchase even their first homes, there are not any Salaries Tax deductions for rents.  As a result, the gap between the home owners and the non-home owners may be further widened.  Furthermore, this latter group has to rent private housing and face the threat of unemployment.  Their situation is really pathetic.  As for those who are living in appalling conditions with the lowest income, such as the bedspace apartment lodgers, the Government has not shown any intention to expedite the solution of their problems.  Should the Administration tolerate for long such misery in this prosperous and affluent society of the SAR?





	On the expenditure side, although the Comprehensive Social Security Assistance (CSSA) is increased by 20%, it is not a long-term solution for poverty either to the public in general or the CSSA recipients in particular.  What those families, who are suffering from unemployment and relying on the CSSA for a living, get from this Budget is again only "a bowl of congee" which can barely feed them.  I hope that the $80 million allocation to the Construction Industry Training Authority can be used for expanding training programmes, and the Government can carry out with full strength large-scale infrastructure projects in order to provide abundant employment opportunities.  I hope these endeavours of the Government will be successful, otherwise, for this unfortunate group of people, the Budget will not better their life in any way.














	Health is the greatest wealth, a point which I always stress.  Therefore, in our debate on the Motion of Thanks for the policy address, I have already talked emphatically about the problem of excessive waiting time at the specialty out-patient departments.  Data show that, among all the specialty out-patient services, the average waiting time for a first appointment with the department of ophthalmology is 19.9 weeks, whereas the waiting time for a first appointment with the surgical department of Tuen Mun Hospital is as long as 33 weeks.  We are worried that patients' conditions may deteriorate due to the prolonged waiting time, casting as a result a burden on other medical departments, especially the accident and emergency department.  Therefore, I have been waiting for this first Budget of the SAR to bring a ray of hope to patients.  However, although the Hospital Authority plans to hire 130 additional medical staff in the coming year, only 35% among them are specialists and they will be working in the departments of internal medicine, surgery, accident and emergency and paediatrics.  It is right to increase specialty medical staff, but we also notice that the Government intends to add 754 hospital beds.  By doing so, the hospitals will be fighting with the specialty out-patient departments for manpower.  We thus have reason to believe that the additional specialty doctors to be employed by the Government cannot solve the problem of excessive waiting time at out-patient departments.





	The series of medical blunders last year reflected the problem of the shortage of health care staff.  In the past, there would be a nursing officer in-charge in each shift in all the hospitals.  But under the present three-shift system, only one or two shifts will have a nursing officer in-charge on duty.  The Health and Welfare Bureau admitted last year that the public hospitals were short of 580 health care staff.  I have hoped that this Budget can solve the problem.  However, with the addition of hospital beds, the number of nurses is actually not greatly increased.  Is this act of the Government not an utter disregard for human lives?  Another dispensary blunder at the Kowloon Hospital is reported in today's newspaper less than three months away from the last similar accident at Cheung Sha Wan Clinic.  For the last blunder, the Government said that it would conduct a review; today it happens again, perhaps the Government may say again it will review.  However, "Reviews and reviews, how many reviews?  Supervisors sleep, life is cheap!"














	Besides, the recent incidents of bird flu and cholera have aroused the public's concern for food hygiene.  I am glad that the Administration has earmarked $900,000 for promoting a food hazard analysis and key control system in the food industry, and I am also glad to see that the Administration has earmarked another $460,000 for strengthening the manpower and facilities in implementing food manufacture supervision and examination schemes.  These will be very helpful to the two Municipal Councils in ensuring food hygiene for the public.  However, for a city as densely populated as Hong Kong, the influence of contagious diseases is serious and we cannot only rely on a food hazard analysis and key control system to protect our health.  The best course of action is for the Government to set up a contagious disease control centre in order to strengthen the planning for prevention, control and treatment.  Unfortunately, all these are not mentioned in the first Budget.





	Health care is not purely a commercial activity and dealing with health care issue in accordance with commercial principles lacks human care and love.  The Nightingale spirit is not embodied at all in the health section of the Budget.  I can only hope that the Government will, in the comprehensive health care policy review which will be released at the end of this year, set a clear and definite direction for the following aspects: health care manpower, private and public sector health care systems, roles played by Western and Chinese medical practitioners and medications of traditional Chinese medicine and Western medicine, as well as financing.





	A person cannot give full play to his productivity if he only has a healthy body but not a secure home.  Therefore, I will talk briefly about housing.





	Madam President, the property price per sq ft in many districts of Hong Kong is still as high as $5,000 to $6,000, ranking second if not first in the world.  Since the expense for mortgage repayment accounts for no small part of a person's income, it can be said that many Hong Kong people are actually working their whole life for their properties.  I think that the Government's Salaries Tax deduction for home mortgage interest payments can indeed alleviate the mortgagees' burden, and such a measure is commendable.  However, in order to defend the linked exchange rate, interest rates in Hong Kong have soared several times and the property owners' mortgage repayments also augmented greatly, or the term of mortgages has been extended by a few years.  Therefore, if the Government really wants to help the people, it should start with land supply.  In the past, the Government intentionally restricted the supply of land and pursued a high land price policy, pushing up property prices in a situation where supply can never catch up with demand.  If the SAR Government wants to stabilize property prices, it has to ensure that adequate lands are launched onto the market to facilitate a sufficient supply of properties.





	I would also like to talk about the issue of building 85 000 units per year here.  I am glad to see in the expenditure listed in the new Budget that the Government is obviously injecting money to strengthen the development of housing.  $48.9 billion will be appropriated for housing development, of which 45% will be used on Housing Authority construction projects.  All these show the Government's positive attitude in improving housing and is worthy of our appreciation.





	Then we come to the question of Rates.  The Government will reduce the Rates by half a percentage point for one year.  For the 1 million property owners who have to pay Government rent at the same time, the reduction is like trying to put out a burning cartload of faggots with a cup of water.  The reduction of half a percentage point actually means the Treasury only collects $1.7 billion less, which looks fairly miserly when compared with the $10.7 billion surplus in the Budget.  We think that the Rates should at least be reduced by one percentage point, especially in the present economic recession of Hong Kong, and the Government should understand and sympathize with the people's feelings and try to overcome the difficulties together.  If the Government keeps on stressing that it is reasonable not to reduce the Rates, the people's grievances will naturally grow incessantly.  The Government's reduction of the Rates by half a percentage point is really too little, falling far short of the goal of riding out the storm. 





	I would like to say in passing that housing construction must be co-ordinated with transportation.  As a resident in the Western New Territories, I hope that the Northwest Railway can be completed on time so as to perfect the transport facilities of the New Territories.  With regard to the land resumption and its influence on the residents, I hope that the Government can proactively review the problem.  The compensation in particular has to be reasonable, whereas the potential profits from the land have to be taken into thorough consideration.  The New Territories is a vast piece of land with good development potentials, I hope that the Government will announce a detailed development plan as soon as possible in order to improve the present situation and make the most of these potentials.  A few years ago, the Government proposed to spend $4 billion on improving the environment of the New Territories, however, only tens of millions dollars out of the $4 billion have been used up to now.  Therefore, the Government still has a lot of resources for ameliorating the environment of the New Territories. 





	The recent arguments about the increase of fuel duty by 6% has aroused a unanimous voice of objection from the transport industry.  In view of the present economic recession, raising the fuel duty without careful consideration will only increase the people's burden and make the operators' business more difficult.





	In the light of the proposition "riding out the storm, renewing Hong Kong strengths" of the first SAR Budget, the Government should try its best to relieve the straits of the people, whereas the 6 million population of Hong Kong should also strive constantly, carry forward the spirit of assiduousness and solidarity, as well as work with one heart and one mind.  Only in this way will the economy of Hong Kong grow continuously and will a better tomorrow unroll in front of our eyes.





	With these remarks, Madam President, I support the Budget.








PRESIDENT: Mrs Elsie TU.








MRS ELSIE TU: Madam President, in his opening remarks, the Financial Secretary said that the conditions under which he had framed the Budget were the most complex faced by a Financial Secretary for many years.  I agree with him.  Sir Donald is to be congratulated on his achievement in those difficult circumstances.  He was facing, not only the effects of the worst economic crisis in the region for decades, but also the approach of a controversial election, in which confrontational politics have spurred on political candidates to be more demanding than ever.





	Locally, the Financial Secretary has had to face the threat of growing unemployment, a property-market slump, serious problems in the retail trade, and a critical slowdown in tourism, to mention only a few of the ills that have beset us in the last few months, following the reunification euphoria of nine months ago.  Our misfortunes are not connected with the change of sovereignty as China's enemies would like to claim.  There will be critics of the Budget, of course, because no one could produce a budget that satisfies everyone.  It is doubtful if any of the critics could produce a budget at all, let alone a better one than this, fraught as it is with all the complexities of these recent months.  The Budget offers a mixed bag of goodies, a few of them may be unnecessary, I think.  Almost every taxpayer and ratepayer, as well as the public in general will gain some measure of relief from the freezing of fees and charges.  Only smokers and drinkers will lose out in terms of money, but hopefully will gain in terms of health.  Having said that, I must express some concern for the transport operators who have been demonstrating outside this building.  They will be adversely affected by the increased tax on fuel.  Today I would like to concentrate on our most worrying problem, which is mentioned only briefly in paragraph 28 of the Budget.  That paragraph forebodes an increase in unemployment, a forecast that can be seen visibly by us all as shops and restaurants close their doors, and presumably their staff enter the ranks of the unemployed.  Unemployment is the urgent problem we must tackle.





	No matter what goodies we hand out to those who are safe in employment or business, we cannot substantially upturn our economy until we succeed in getting the unemployed back to work.  Sir Donald assured us that training and retraining programmes have been amply funded.  But funding is only one important thing; even more important is how those funds are used to find a solution to our unprecedented unemployment problem.  Here we need foresight, wisdom and initiative.





	I am glad to see that the bulk of the funds for retraining will go to the Construction Industry Training Authority to enable it to expand its programmes.  Huge infrastructural and building projects have been approved by our Public Works Sub-committee and Finance Committee.  I am sure that members of those Committees, in approving those projects, had in mind not only the need for new roads, bridges, housing, schools, hospitals and other necessary projects, but members also hoped that those projects would provide employment for our local workers.  In many cases, those projects will require training of the local workers, and it is incumbent upon the various departments and bureaux which have put forward proposals for these projects, to work closely with the Education and Manpower Bureau to ensure that all unemployed persons who are trainable will be in place to take up those posts, whether they are construction workers, mechanics, electricians, or whether they are nurses, teachers, social workers or other professionals who will man the completed projects.





	One gets the impression that in the past, retraining was just a matter of hit or miss, and that it accomplished less than one might have hoped in getting the unemployed back to work.  One bureau that could help to raise the work ethic of the unemployed is the Security Bureau.  I have requested on numerous occasions that when children are given the right of abode in Hong Kong, it is essential that they should be accompanied by their mothers, if their mothers are still living in China.  The social problems I have warned of for years are already here, and are building up even more for the future if our policies on immigration continue to split up families.  In addition, these policies are putting an enormous burden on taxpayers, when split families have to live on Comprehensive Social Security Assistance (CSSA).  Increasing the amount of CSSA for them is not only destroying their work ethic but is increasing the social problems for children deprived of their mothers ─ besides eating up our tax money that should be used only for the elderly and disabled.  Handing out CSSA to the unemployed is just putting on patches, but is not solving economic problems.  We need to renew the whole garment of our thinking on the use of CSSA, which only covers up our economic ills but does not solve them.  When a worker finds he can receive more by depending upon CSSA than by working, we are going along the road that has damaged the economies of many countries.  Once we travel along that road, it is difficult if not impossible to turn back, because people have begun to consider it their right to depend upon public money.  Luckily, not too many workers in Hong Kong have reached this point, but we have set out in that direction and therein lies the danger.  The main point is that we must provide employment and we must regard employment as the right and the responsibility of every able-bodied member of our community.





	Madam President, Sir Donald has done a good job in boosting up confidence in our sound economy by spending large sums of money that our Asian neighbours would welcome having in their coffers.  He has given us hope and inspiration that we can ride out the storm and renew Hong Kong's strengths.





	In this connection, the efforts of Moody's Investors Service, in pouring cold water over us immediately after the budget speech, are despicable.  From this we should see clearly where our economic enemies are and who they are.  They kept their mouths shut on economic crises during the British colonial period.  What is their purpose in attempting to destabilize our economy now?











	However, we do need more than an inspiring speech such as Sir Donald's.  We need determination, and the dedication of every Department, to put Sir Donald's hopes into reality.  We also need the support of this Council to serve the public, rather than seek political mileage by confrontation that amounts to disloyalty to this community.  We need willingness on the part of the workforce to refrain from making more demands for themselves until our employment problems are solved and our local workers are all back to work.  Employment, I repeat, is the right and responsibility of every human being.  The unemployed must not be expected to bear the brunt of every economic downturn.  We must all be prepared to make a little sacrifice and so share the burden.





	I was greatly impressed to hear that people in South Korea are making personal sacrifices to assist the recovery of their country.  Perhaps we in Hong Kong can emulate their care for their countrymen.





	With these words, Madam President, I support the motion.








PRESIDENT (in Cantonese): Mr Timothy FOK.








MR TIMOTHY FOK: Madam President, most of the people hail this Budget as the most generous in their memory.  The credit does not go to the Hong Kong Special Administrative Region (SAR) Government alone.  We owe thanks to many sources and the Financial Secretary is one of them.





	We should thank China for insisting that the British should have left something behind for the SAR.  We should thank ourselves for our thrift and our demanding the Government to abide by the same.





	Critics say the Government has overtaxed and underspent to build up the fiscal reserves.  They want these reserves parceled out like New Year laisee.  I applaud the big reserves.  They are our hedge against future uncertainties.  They have proven their usefulness throughout the Asian financial crisis.  We need vast reserves because we do not have natural resources to back up our economy.  The expected surplus of $10 billion for this financial year is just about right.








	I regret that the Government, through the Monetary Fund, has not done more with the reserves to defend the dollar and the market.  It has passed the heaviest burden to homeowners and businesses.  The result is high interest rates that are dragging down the economy and causing hardship and resentment.  The Financial Secretary has suggested working with the banks to fix the mortgage at a stable level.  I hope this can be done swiftly.





	This Budget has offered us some quick fixes worth $13.6 billion.  The various tax breaks, though welcome, are like aspirins.  They ease the symptoms without curing the illness.  I applaud the marginal cut in profits tax, the total write-off on business equipment, the raised allowance for middle class families and the $100,000 per household mortgage relief.  Those measures could stimulate consumer spending for a short spell.  They do not foster the conditions for sustained growth.  Only investments for the future can do that.





	To me, any budget is not an end itself.  A budget is a part of a never-ending series with one influencing all those that come after it.  I hope the Financial Secretary sees it in exactly the same way.





	Does this Budget bode well for the future?  I think it does in some aspects.  I support its message that we must invest for the 21st century.  I agree that, despite or because of the Asian financial crisis, we must speed up the infrastructure projects to make sure there is no lull after the new airport is completed this summer.





	The commitment to infrastructure does not only provide urgently needed jobs.  It sends out a distinct signal to foreign investors about our optimism and dynamism.





	I second the Government's aim to upgrade and update education now.  Many years have already been wasted through delays and debates.  The more we procrastinate, the less competitive we become in education, and the more we hurt the prospects of our young people.














	Much is said in the Budget about the future.  This is reasonable.  The future is shaped in part by how we spend on the essentials.  For a long time, the Government had treated sports, art and cultural development as a frivolity or an afterthought.  We were told to put our priorities in "serious" pursuits like commerce and education.  We were not told that sports, art and culture were commercial and educational.





	Let me explain.  Sports has grown into an industry in many advanced countries.  But for years we have neglected sports, which has not been integrated into our popular culture.  Today, few of our 500 secondary schools are equipped with proper facilities.  Today, our education is one-dimensional with stress on text sources to the absence of anything else.  Today, most our students do not explore other avenues besides the academic.  Today, the education they are getting is incomplete and incompatible with a modern society.





	Sports builds character and can solve many social problems.  It channels energy in the right direction, and eliminates idleness which is often the source of juvenile delinquency.  The Government is funding sports better than before.  But the extra subsidy hardly compensates for the past indifference and for the loss of tobacco sponsorship.





	Arts and culture provide refinement to society.  More public funding for them improves our quality of life and hones sensitivity.  A city without arts and culture is a very barren place.  Artists and athletes need another steady source of income besides the charity of Government.  I ask on their behalf for a share of the tobacco tax so that the wages of sin can continue to sustain a civic virtue.





	There are other means of compelling concern from the Government.  I disagree with those who say athletes and artistes can wait.  They cannot wait.  They have waited long enough.  The funds we invest earlier will pay dividends sooner.  How is our Government going to tell an aspiring dancer aged 15 that she can wait five years or a junior athlete aged 16 of the same?  For them, the chance for glory is now ─and will never come to them again, for when they are in their twenties, life's expectations and situations will have changed.











	The Financial Secretary offers the ailing tourist industry two breaks.  One is to halve the airport tax and the other is to cut hotel duty.  Nobody seems to grasp that investments in sports, arts and culture enable them to compete and hosting major international events can become a tourist draw.  Hong Kong has just about used up its image as a bargain shoppers' paradise or as an exotic British colonial outpost.  We must have other attractions to entice back the travellers.





	I endorse this Budget.  I also urge my fellow legislators to vote for it unanimously, whatever our differences.  If we do not, the act could be misconstrued as a lack of unity in Hong Kong.  We have to stand together now because the circumstances of history demand that we do and because our people ask that we do.








PRESIDENT (in Cantonese): Mr TAM Yiu-chung.








MR TAM YIU-CHUNG (in Cantonese): Madam President, the Financial Secretary said that he did not wish to be Moses.  However, the 1998-99 Budget with the title "Riding Out the Storm, Renewing Hong Kong Strengths" makes him Moses of the middle class.  At least he has successfully led tens of thousands of people out of the standard rate net.  He has also proposed tax concessions for mortgage interest payments, much like a godsend to the near-desperate home buyers.





	This Budget undoubtedly has elicited general applause for the Financial Secretary and the Hong Kong Special Administrative Region (SAR) Government.  I congratulate them.





	Despite the many benefits brought about by this Budget, places which are away from the sunshine are still in frosty winter.  Many Hong Kong people are still living in the wilderness.  Those who are waiting for a helping hand are cherishing an ardent hope to be one of those who are clapping their hands.  They are the elderly and the unemployed.











	The Financial Secretary gave the Budget a title "Renewing Hong Kong Strengthens".  If we have already certain strengths, we can fend for ourselves.  With the assistance provided by the Budget, we can seek improvement and renew our strengths and go from strength to strength.  However, it is undeniable that there are still some people who are vulnerable.  If we do not offer them a helping hand, they will give themselves up as hopeless and finally be phased out.  We believe that in a prosperous and progressive society which emphasizes human rights and concerns, such a scenario is hardly justified.





	Let me discuss the problems facing the unemployed first.  Last Wednesday, I moved a motion on the Comprehensive Social Security Assistance Scheme (CSSA) in which I urged the Government to come up with various measures to encourage the unemployed to rejoin the workforce.





	In recent years, the number of single-parent and unemployed CSSA recipients has increased sharply.  As a result, many simplified this situation and blamed the CSSA for nurturing lazy bones.  I have much reservations about this view.  What is most important is that we must understand that making such statements does not solve the problem.  The crux of the problem is to give incentive to these unmotivated people and to change their misconception that "retraining is useless" and "being unemployed fares better than being employed".  That is the way to renew their strengths.    





	The elderly are in a slightly different position.  Recently, I have read from a Book of Quotations the following: "The young and the aged should understand that services for the elderly are not a kind of charity but the fruit of their contribution to society at their tender age."





	Actually this statement was made by Mr CHAU Tak-hay about 10 years ago when he was the Regional Secretary (Hong Kong and Kowloon).  Although not much had been done by the former British Hong Kong Government in welfare for the elderly, I am glad that a government official had affirmed this principle more than a decade ago.





	The Provisional Legislative Council endorsed the Mandatory Provident Fund Schemes Ordinance not long ago.  However, when we sigh with relief, thinking that the elderly have finally secured retirement protection, I cannot but remind Members that the Mandatory Provident Fund (MPF) Scheme would not bear fruit until two or three decades later.   But our elderly problem is very urgent now.





	After the launch of the MPF, the number of CSSA recipients and old age allowance will not decrease.  On the contrary, it will increase because our population is ageing.  At present, the numbers of people at the age of 65 or above is about 600 000-odd while the numbers of recipients of CSSA and old age allowance are 110 000 and 440 000 respectively.  In other words, about 80% of the elderly are now receiving different kinds of assistance and allowance.  Before the MPF effect is seen, this burden will continue to be shouldered by the Government alone.  More importantly, we are unable to assess the financial situation of these 440 000 old age allowance recipients, who account for 65% of all aged people in Hong Kong.  We do not know how many of them are the so-called "sandwich elderly" who are not yet entitled to CSSA but are approaching the poverty line.  Once they have depleted their meagre savings, they will have to rely on CSSA. 





	Recently the Social Welfare Department invited an American scholar, Professor CHEN Yung-ping to Hong Kong.  He is an expert in the financial situation of the elderly.  Open seminars for the exchange of views had been held and he raised some points on the problem in Hong Kong.  He pointed out that before the MPF schemes became mature, Hong Kong society still had to face a very long transition period during which the Government inevitably would have to face the aged people's pleas for financial assistance.  He suggested that solutions, such as the establishment of an interim retirement fund for the elderly or extension of employees' retirement age in a flexible way, should be proactively worked out so that the MPF system could function in a more effective way.  Besides, at a time when we have sufficient reserves, the SAR Government should set aside a fund from our huge reserves in order to cope with the financial needs of the elderly in the next two decades or so.  





	Madam President, when there was a wrangle, which was particularly heated yesterday, between Honourable colleagues and the Financial Secretary concerning the duty on fuel,  I chose to make a long speech on the elderly and the unemployed.  It seems that this does not match that atmosphere.  But I believe the President will not promulgate the Ten Commandments like Moses banning me from discussing other unpopular issues or expressing my concerns.  With these remarks, I hope the Financial Secretary will give more active response to the problems concerning the elderly and the unemployed in next year's Budget.  Thank you, Madam President.


	


	


PRESIDENT (in Cantonese): Henry TANG.








MR HENRY TANG (in Cantonese): Madam President, I once thought that being the last Financial Secretary in the run-up to the transition would be in the most difficult position because it would be very difficult to have a free hand to draft a decent Budget amidst the political uncertainties.





	Unexpectedly, after the handover, when political factors have faded out, we encountered a financial turmoil in the region.  In one fell swoop, Hong Kong's social and economic climate has taken a downturn.  The Government has to meet the public aspirations and to wade off assailants who are waiting in the wings.  Now I know that being the Financial Secretary at this point of time is the most difficult job.





	It is so nice that the Financial Secretary, in spite of the difficult time, can manage to draw up a Budget which wins applaud from all sectors.  Even parties in this Chamber who are so keen to vote against anything would find it difficult to find fault with the Budget.  Hardly ever do I heap praise on anybody, but this time, I have to heap praise on the Financial Secretary that this is a very good Budget.  "Donald, you are amazing!"





	How good is the Budget?  The adjustment in the marginal salaries tax rates and tax bands would ease the plight of the middle-income group who are the hardest hit by the financial turmoil.  The reduction in the percentage charge of Rates will benefit more people and the business sector ─ a request which my Honourable colleagues and I have been lobbying for all these.  I believe other colleagues have expressed their views on this.





	Today, I would like to focus on the question of how Hong Kong's competitiveness can be enhanced.  I like the title of this year's Budge in particular: "Riding Out the Storm, Renewing Hong Kong Strengths".  "Riding out the storm" is certainly our immediate pressing task, while "renewing Hong Kong strengths" is an equally important task in our current economic downturn.





	Some people have described the Asian-Pacific financial turmoil as a "blow" to Hong Kong's economy.  It has reduced, in one fell swoop, our stock market value by a quarter, and our real estate by one third.  But optimists like me would regard it as a shock, a mental shock that prompted us to reflect on the direction of our economy.  Should we continue to indulge in speculation in real estates, in stocks, in stamps and in coins or should we keep our feet on the ground to develop a diversified and comprehensive economic structure?





	Long before the financial turmoil, I had been emphasizing that Hong Kong's economy had been disproportionately tilted towards the financial and services sectors at the expense of industries.  The weighting of the manufacturing industry has dropped from 24% in the 1980s to 7.2% last year.  I think this is an unhealthy trend.





	The recent development of the situation has further proved that excessive reliance on the financial industry cannot give our economy sufficient support.  I am glad that the Financial Secretary has stressed the importance of a stable economy in the Budget.  The development of high-tech and high value-added industries and the enhancement of our productivity is the essential ingredient for a healthy economy.  





	The Financial Secretary holds fast to prudent financial management and emphasizes the free market mechanism.  He has proposed a number of measures to encourage business growth.  All these measures are useful to industrial development in Hong Kong, directly or indirectly.





	Take the example of Profits Tax reduction.  The Federation of Hong Kong Industries and I as well as other bodies in the sector have been lobbying for the reduction of Profits Tax rate from 16.5% to 15% to put it on a par with the standard Salaries Tax rate. 





	We have been urging for this with good intentions, and I am glad we have finally convinced the hard-nosed Financial Secretary who proposed a reduction of 0.5 percentage point.  However, in the coming year, we will continue to lobby for a further one percentage point reduction in order to attract foreign investments.





	For other measures such as a freeze on fees and charges, a reduction in Air Passenger Departure Tax and arrangements for avoidance of double taxation are marvellous ideas.











	We can liken the shaping up of our economy to the brewing of fine wine.  In addition to favourable climate, skilful experts, sophisticated treatment processes, we need the all too important good grapes.  A top quality brew of wine is usually a mixture of a variety of grapes.  If one kind of the grapes is of inferior quality, then, however good the rest of the grapes are, however careful the brewing process may be, this bottle of wine is just not a superb bottle of wine.





	High technology and high value-added industries are precisely the top grade grapes we need in the brewing of a top quality bottle of wine.





	In his policy address last year, the Chief Executive mentioned that the Hong Kong Special Administrative Region (SAR) Government would encourage enterprises to move in the high value-added direction.  It would also encourage innovations and support the development of new industries.  Evidently, the Budget has not done enough to achieve this objective. 





	The Budget proposes to expand the scope of tax reduction for expenditure on scientific research to cover capital expenditure.  This is of course welcome news.  However, is this enough?  I have been advocating an 200% tax reduction for scientific research expenditure.  This is not overly generous towards people in that sector.  In fact, scientific research may not yield fruits and the money invested may go down the drain.  Thus double taxation deduction would encourage more researches to be done that would help Hong Kong to become an invention centre in the Asian-Pacific Region.





	To upgrade the quality of local scientific research, we need the involvement of the business sector.  But more importantly, however, we need the Government to set a good example.  I am glad that the Government has devoted more resources to this area.  But I am sure more people will continue to lobby for increasing the resources for scientific research from the present 0.04% of GDP to 0.5%.





	I am glad that the science park has finally got the funding for the first phase of construction.  I hope the Government will give this project more support.  I would like to urge the SAR Government to launch the industrial and commercial park and the establishment of a second-board stock market so that companies involved in science and technology undertakings can raise capital in the market.








	Most of our businessmen have set up factories in the Mainland and export their products through Hong Kong.  Import, export and re-export are all subject to ad valorem tax, which is commonly known as customs duties which have led to heavy administrative costs and tax liability. I hope the Government would take heed of this special situation and reduce the ad valorem tax.





	I have been advocating that industries should play a more important role in Hong Kong's economy.  I am sure we now have an opportunity brought about by the Asian financial turmoil to set a specific target.  I hope our industries would take up 12%, instead of 7.2%, of the GDP in the next 10 years.





	We may not achieve this target in the short term, but it is by no means unattainable.  We need to reach above all else a consensus in the community.  We cannot simply rely on the industrial and commercial sector.  Rather we must have tripartite co-operation between the employees, employers and the Government.  We must work with one single heart.  We must recognize that industries can offer us stable job opportunities which are indispensable to our economy.





	I have no intention of asking for direct government subsidy to our industries.  I believe in the free market economy.  All I am suggesting is a clear target for the Government to promote a business friendly environment, and I certainly hope that the Government will point to a clear direction in which businessmen can strive for the target and renew their strengths. 





	Thank you, Madam President.     








PRESIDENT (in Cantonese): Mr CHAN Choi-hi.








MR CHAN CHOI-HI (in Cantonese): Madam President, in the first fiscal Budget for the Hong Kong Special Administrative Region (SAR), the Government proposes to increase various tax allowances and to freeze most fees and charges.  But this does not mean that this will bring long-term benefit to the people.  A temporary applause cannot be referred to as an indicator for successful financial management.  In my view, the most important thing is to revitalize the Hong Kong economy as early as possible.





	Undoubtedly, there are various proposals in the Budget in response to the requests of all sectors.  Tax allowances are very attractive to all social strata, particularly the middle class.  We are told that the growth rate for expenditure in the next financial year will be 11%, but it is only 6% in real terms after deducting inflation.  Can we ride out the storm and renew Hong Kong strengths as the Budget's title says?  I doubt it.  The small and medium enterprises were hit especially hard in the financial turmoil.  Let us bear in mind that they are the backbone of enterprises in Hong Kong. The entrepreneurs of these enterprises are disappointed at this Budget for the absence of concrete measures to help them tide over the difficulties.  Although there is a half percentage point of decrease in the Profits Tax rate, what use has it for them if business is running thin and they are making losses?  Some opined that this measure is just a drop in the ocean and it cannot solve the problem.  The most serious problems they are now facing are unfavourable internal and external economic factors, dampened consumption desire and high rentals.  In my opinion, the Government should provide more low-interest loans to these small and medium enterprises so as to tide them over the short-term difficulties.





	Aid for the small and medium enterprises will not pose a great burden on government expenditure.  In the latter half of 1997 when the economy slackened, Hong Kong's fiscal surplus stood at $77 billion.  By the end of the year, our total reserves stood at $440 billion with the addition of the Land Fund.  Hong Kong is one of three countries or regions in the world with the biggest reserves.  I wonder if the Financial Secretary would like to take a look at the dark side of society to see how the poverty-stricken people such as the elderly, the helpless and the unemployed lead their lives and then consider whether or not to store more wealth among the people.





	Madam President, in this year's Budget, the Financial Secretary has proposed a new approach in defining the appropriate level of fiscal reserves which should be within a range plus or minus 25% of M1 money supply of Hong Kong dollar.  This is not only an unprecedented approach in Hong Kong, but also rarely seen in other parts of the world.  We found that the fiscal reserves as at March 1998 had exceeded M1 money supply by 100%.  This reflects that the reserves have much exceeded the cash in circulation.  Basically this is a rare phenomenon in the world.  If we do not try to think of ways and means to flexibly use our reserves in order to defend and improve the people's livelihood, I am afraid that our reserves may become the light refreshments of the speculators.





	Madam President, I think what is most important now is to stimulate the economy.  Recently I attended a joint meeting on a Hong Kong Exposition.  Attendants included people from the hotel industry, tourism industry and retail industry.  They felt excited at the idea, hoping that this would propel Hong Kong economy further.  Up to now there has been no concrete response from the Government and the Economic Services Bureau is still exploring it.  I would like to ask the Financial Secretary a question: If we can lend US$1 billion to Thailand, why can we not spend $6 billion for a Hong Kong Exposition to revivify our economy?  We are looking forward to an early and positive reply from the Government.             





	Turning to the tourism industry, tax concessions are provided in the Budget.  However, they would not help much because hotel rentals are still on the high side compared to other Southeast Asian countries.  A reduction in the Hotel Accommodation Tax rate will not lead to a substantial decrease in hotel rentals.  As a matter of fact, the hotels' occupancy rate is on the low side.  There has been at least a 30% drop compared to the same period last year.  Some hotels have indeed reduced rentals in order to stimulate the economy.  However, would tourists come to Hong Kong just because the Hotel Accommodation Tax or Air Passenger Departure Tax has decreased?  I do not think these two are the inducing factors.  The most important thing is whether Hong Kong is an attractive and competitive tourist spot.  The Government should offer deliberation to this and give us a proposal as soon as possible.





	Let me talk about a fundamental issue now.  I find that our tax base has been dwindling.  On an informal occasion, I discussed this issue with the Financial Secretary who responded to my remark quite strongly.  He said, "Mr CHAN Choi-hi, do you have the sufficient courage to shoulder the political consequences?  Do you have the courage to say this openly?  If you do, I will insult you in public."  I do not think he can insult me today because he does not have the floor today.  But he would have the chance at the next meeting.  I think this is a very important issue.  Whether he has the political courage or not, he has to face the issue of a narrowing tax base and respond to that sooner or later. 





	In the last two days, the more topical issue has been the fuel duty.  Some people with party affiliation frankly said that they would take other actions if the Government does not reduce the rate.  I am always the "One-vote CHAN", because of my lone voice.  Although the Honourable Henry TANG said that we cannot find bone in an egg,  I may be able to do that with this Budget.  If we unite, I am sure the Financial Secretary will concede.  Maybe he is now staging a psychological war against us by allowing us more latitude first in order to keep a tighter rein on us afterwards.  As a Chinese saying goes, "Warfare is based on deception", maybe he is now putting a smokescreen on our eyes and staging reverse psychological warfare.  I guess he may concede in the end.  Hence I would not say that I would vote against the Budget at this point of time.





	I so submit.      








PRESIDENT (in Cantonese): Mr YUEN Mo.








MR YUEN MO (in Cantonese): Madam President, the 1998-99 Budget is the first Budget compiled by the Government of the Hong Kong Special Administrative Region (SAR) following its establishment.  It was compiled with "a high degree of autonomy" and with special meanings.  During the period when it was being compiled a financial turmoil broke out in Asia.  We in Hong Kong also suffered a blow and our economic prospects became unclear.  Against the rapidly fluctuating economic conditions, the SAR manages to propose a budget for nearly $300 billion in public expenditure.  This shows that we have the ability to manage our own business well.  





	Before the financial turmoil in Asia emerged, people in general had expected the Government to invest more in infrastructure and human resources to boost the economic vitality of Hong Kong.  They also hoped that the Government would increase the supply of housing units and make improvements on various welfare items.  After the financial turmoil, however, tax reduction has become the earnest request of all sectors.  The Budget has responded to this request by proposing a number of tax reductions, and although they cannot satisfy everyone, they nevertheless show that the Government is being considerate.





	After the reunification with our motherland, the SAR Government still has the financial means to subdue certain external impact.  While the financial turmoil in Asia was raging we defended the linked exchange rate and minimized the impact with our strong fiscal reserves.  The 1998-99 Budget follows the principle of "keeping expenditure within the limits of revenue", which is in the long-term interest of Hong Kong people.  After the turmoil, the stock market fell abruptly, the property market slowed down, and business turned poor, all in detriment to the people's livelihood.  At this time of hardship, the budget proposals for various tax concessions can help people and the businesses out of their difficulties,  showing that the Government is facing up to the reality.  I think this first Budget of the SAR Government can achieve the aim of riding out the storm to a certain extent.





	The Budget proposes to invest $80 billion over the next five years to construct more new roads, railways and port facilities which will be helpful to our transport industry.  The plans for roads, railways and ports announced by the Government show that a number of these projects are connected with the Mainland.  This will help strengthen transport links between Hong Kong and the Mainland, and expand the operation of the transport industry.





	Double taxation has been haunting us for years in the shipping and airline business.  With more activities in shipping and airline business in the Mainland market, there have been calls for solving the problem of double taxation.  The Government is actively dealing with this problem and is continuing its negotiation of double taxation relief arrangements with our aviation partners.  The Government proposes to amend the Inland Revenue Ordinance to provide reciprocal tax exemption for shipping income so that Hong Kong shipping companies can benefit from the tax relief offered by those countries with similar reciprocal legislation.  The Government has also reached an understanding with the relevant authorities of the Central People's Government on the avoidance of double taxation between the Mainland and Hong Kong.  These arrangements will reduce the operating costs of Hong Kong shipping companies and airline operators, and enhance the competitiveness of the transport business in Hong Kong.  These will also help to further expand the commercial activities across businesses and to strengthen the position of Hong Kong as an international centre for transportation.  So, they are a great achievement.  





	However, we take regrets to note another budget proposal which is related to the transport industry.  It also comes indeed as an unpleasant surprise to me  for its rather negative and counter-productive effective.  It is about the increase of duties on fuel by 6%.  Despite the objective of "riding out the storm" and the various tax reductions underlying the Budget, the increase deals a blow to the transport industry which is already facing many difficulties.  The proposed increase will have a profound effect on taxis, minibuses and goods vehicles.  The business of these operators are poor already after the financial turmoil which has led to an economic recession and dealt a blow to the tourism industry.  If the Government fails to lend a helping hand to the industry on the one hand and increases the operating cost for the industry on the other by way of the fuel duty increase, how can it claim to be minded in riding out the storm with the people?





	The said increase will only bring an additional $300 million or so to the Treasury, a small sum in comparison with the reserves which stand at over $400 billion.  For a Budget with a surplus of $10.7 billion, that same sum is minimal indeed.  It can hardly be used to balance the Budget.  But it will certainly add a great burden to the operators who will have to pay an additional several hundreds dollars or more every month.  Hence there are numerous objections to the proposed increase!





	It is not justified to say that increasing duties on fuel is beneficial to promoting policies on environmental protection.  But LPG-powered taxis are at the experimental stage only and we are not sure if they will succeed.  Even if they will, the Government has a responsibility to make changes on our vehicles in stages to promote the use of LPG fuel.  The Government will then need to provide huge tax incentives to encourage the switch to the new fuel.  But for now, operators of taxis, minibuses and goods vehicles have no choice but to use diesel vehicles.  It seems impracticable to promote policies on environmental protection through tax increase before new environment-friendly products are invented to replace petrol and diesel vehicles.  Is the Government trying to force us to abandon our cars?





	I have contacted operators in the transport industry a number of times.  I found they are all against increasing fuel duties.  Therefore, I think the Government should be considerate and understand the difficulties they are facing.  The tax should be frozen to allow transport operators to ride out the storm as everyone else does.





	Overall, the Budget for this fiscal year is a practical one.  The only regret is the proposed 6% increase in fuel duties.  Several days ago, the Financial Secretary made some comments regarding the increase.  He said if the Provisional Legislative Council did not approve the increase he would consider withdrawing some of the tax reliefs and reductions.  This I think is a blunder!  This comment of the Financial Secretary's is rather inept as almost everyone is asking for a freeze on the fuel duties.  If the Financial Secretary can listen to public opinion by withdrawing the proposal to increase fuel duties, the first Budget of the SAR Government would be more convincing.





	Madam President, I so submit.








PRESIDENT (in Cantonese): Dr Charles YEUNG.








DR CHARLES YEUNG (in Cantonese): Madam President, the first Budget compiled by the Government of the Hong Kong Special Administrative Region (SAR) alone has been released, in the wake of a financial turmoil.  The Budget has obviously gained wide acceptance by all sectors in the community, by all political parties and by the general public.  The Budget, entitled  "Riding out the storm, Renewing Hong Kong strengths", sticks to the prudent principle of keeping expenditure within the limits of revenue.  It also proposes a number of tax reduction measures and a freeze on all fees and charges, having taken onboard the opinions of various sectors in the community.  So, it has catered to the interest of every social stratum and shows the SAR Government's good faith in riding out the storm together with the people of Hong Kong.





	Madam President, to boost the economy the international community has employed effective policies which mainly relate to reductions in tax and increase in public expenditure.  Often a budget basing on such policies is a deficit budget.  In compiling the Budget, Mr Donald TSANG, the Financial Secretary, has followed the said principles but his is a budget with surpluses.  This is amazing, and indeed a blessing for Hong Kong.  





	The adjustments to the marginal tax structure proposed in the Budget and the new tax deduction for home mortgage interest payments greatly benefit the middle class.  As we all know, the middle class in Hong Kong is a most active social group in the economy.  They constitute the core of taxpayers and consumers and have been regarded as an important pillar in the Hong Kong economy.  





	The middle class in Hong Kong suffer most in the Asian financial turmoil.  In addition to loss in asset value, they suffer mental frustration.  That is why Mr Donald TSANG, the Financial Secretary, has to find a suitable balance between  their rights and obligations.  In the Budget, Mr TSANG proposes to provide unprecedented tax reductions to help them get over their financial and mental hardship.  They will help the middle class restore faith in the economy, boost consumption and gradually prevent the community from losing heart, pushing the overall  economy forward. 





	Madam President, the Budget proposes bringing the Profits Tax for businesses down by 0.5 percentage point to 16%.  Other measures proposed include allowances for 100% write-off in investments in machinery and in computer software and hardware.  Tax allowances for depreciation in commercial structures will be doubled, and double taxation relief arrangements have been reached with the Mainland.  All these will help the businesses lower the cost of operation and definitely help long-term investment in production.  All these incentives for business are the correct measures to take. 





	In the past, the Government used to adopt a positive non-intervention policy.  In his last budget, Mr TSANG said little on promoting the businesses.  But in the present Budget, Mr TSANG obviously has said a lot more on incentives for the businesses.   He has proposed a list of means to keep Hong Kong a good place for business, including developing the industrial estates, building a science park, and developing old industrial structures and offices into flexible "smart buildings".  While many people have accused the Government of not helping the industries to develop, the Budget has put forward a number of measures as incentives for business.  This shows that the Government has not neglected industrial development in Hong Kong.  Moreover, the policies proposed do not resort to administrative means to interfere with business.  They only create a favourable business environment by using multiple measures such as tax incentives and preferential treatments for expenditures.  The Hong Kong Progressive Alliance (HKPA) has made repeated submissions to the Government about the said measures and the Government has adopted some of them for improvement.





	In boosting the economy, the means suggested in the Budget are basically long-term ones.  Not many short-term ones are proposed to help business (in particular, small and medium businesses) tide over the difficult time.  For example, the Government has not adopted the HKPA's suggestion to set up a loan fund of not more than $20 billion, despite the huge reserves it holds.  The loan fund is meant to help small and medium enterprises to maintain their present development and to avoid lay-offs or close-downs.  Indeed, the Government should help business operators tide over the difficult time so that they can have a break from the high interest rates to avoid more businesses being pushed into another trough.  Business operators and workers are in the same boat.  If something bad happens to one party, the other party will surely be hurt and the whole boat will sink.





	The Government must also understand that it has to face squarely the fact that due to high operating costs in Hong Kong, most factories have moved north into China and the service industry is following the trend.  We hope the Government can tackle the problem.  If the Government did not improve the business environment quickly and effectively, the employment situation would become worrying.





	If Hong Kong is to brave the crisis created by the financial turmoil and take steps to revive the economy, it must have faith.  Hong Kong has lost comparatively little in the Asian financial turmoil because of the huge reserves and our faith.  That the Budget has managed to offer reductions in tax and increases in expenditure within the limits permissable under the principles of prudent fiscal management is indeed helpful to securing the confidence of the international community and the Central Government of China.





	In conclusion, we can clearly see what measures are available to "ride out the storm" but there remains a lot to be done before we can achieve the other part of the theme of the Budget: "renewing Hong Kong strengths".  As the Book of Changes says: "A gentleman should persistently renew his strengths like the ever evolving firmament.  The spirit of "renewing strengths" is required to make Hong Kong a stable and prosperous place.





	With these remarks, I support the motion.  








PRESIDENT (in Cantonese): Prof NG Ching-fai.








PROF NG CHING-FAI (in Cantonese): Madam President, the 1998-99 Budget continues to adhere to the principle of fiscal prudence and living within one's means.  Fulfilling the Basic Law's stipulation on achieving a fiscal balance, it helps to strengthen the confidence of the international community in Hong Kong.  


	The Budget also takes into account the damage done to the overall economic environment of Hong Kong by the financial turmoil in Asia.  Heeding the demands of people from different social strata, it proposes a number of measures to stubilize confidence and help people ride out the storm.  It shows that the Hong Kong Special Administrative Region (SAR) Government is sincere in its pledge to tide over the difficulties with the people.  





	Thus, the Budget has won a round of applause from the people.  





	However, after the applause, we have to consider carefully whether the Budget can really achieve the target of "riding out the storm and renewing Hong Kong strengths".  To me, it might be able to achieve the target of "riding out the storm", but it falls short of "renewing Hong Kong strengths".  In terms of strengthening our future economy and laying a foundation for development, I do not see that this Budget has brought us any pleasant surprises.





	I would like to examine whether the Budget can "renew Hong Kong strengths" or whether it is inadequate for "renewing Hong Kong strengths" from three aspects.  





High value-added and hi-tech industries





	First, I will look at the first Budget of the SAR from the point of view of "promoting high value-added manufacturing industries and hi-tech industries".  Promoting high value-added manufacturing industries and hi-tech industries is the Chief Executive, Mr TUNG Chee-hwa's, pledge and this has been unanimously agreed by Members of this Council.  There is no city or region in the world that can maintain prosperity and stability forever if it neglects its local industries.  If we say that the financial turmoil in Asia has taught us a lesson, we must be saying that it has served as a kind of a dose of sobriety.  It has taught us that a region's economy is very weak if it merely relies on a few industries like finance and property.  It has made more people understand that Hong Kong can only renew it's strengths by diversifying its economy.  Therefore, we must develop hi-tech industries.  However, the Financial Secretary's Budget seems not to place much emphasis on hi-tech industries which can strengthen our economy.














	The Budget no doubt provides more support to Hong Kong's manufacturing industries, but it is still not enough.  In particular, it fails to provide more constructive and effective deductions for expenditure on research and development.  This is a regrettable mistake.  As we all know, Hong Kong's expenditure on the research in industrial technology has always fallen behind advanced countries and Asia's three Little Dragons.  If government allocation to research and development still only accounts for only 0.1% and 0.2% of the GDP and it fails to actively stimulate private investment in research and development, we can say that Mr TUNG Chee-hwa's policy declarations about "placing emphasis on research and development", "placing emphasis on high and new technology" and making Hong Kong "an innovation centre" will just be empty talk.  I hope that in terms of tax policies and the policy on expenditure, the Budget can really create an environment in which Hong Kong's hi-tech industries can renew their strengths.  The Government should come up with long-term development goals and plans today and link research and development with the GDP, as well as maintain a long-term, continuous and comprehensive policy on development of technologies.  Promoting research and development by enterprises is the key to enhancing the competitiveness of our products, and to our spirit of renewing Hong Kong's strengths.  





Training of qualified people and scientific research





	Now, I would like to look at the Budget in respect of the training of qualified people and scientific research.  Let us first look at the expenditure on education in the Budget.  The total expenditure on education in the Budget is $53.2 billion, the largest item of the Government's public expenditure, accounting for one fifth of total government expenditure.  This reflects the Chief Executive's emphasis on education.  However, there are three points to which I would like to draw Members' attention.  





	First, since the Government places particular emphasis on basic education, the total allocation for the Education Department this year exceeds $26 billion.  It is right to place emphasis on basic education.  However, what concerns us is whether this huge input can be put to good use.  We raise this concern because there are already indications that the money is not put to good use and that it may not achieve the desired results.  The Government proposes to spend $2.5 billion on enhancing the use of information technology in school teaching.  However, there are no detailed plans for buying computers, replacing computer hardware and providing computer software, as well as providing schools with the technical staff for maintenance and support.  No wonder that many schools doubt whether the promotion of information technology can achieve the desired results.  While I do not wish to cite other examples, I only wish to say that in order to ensure that the education funds are put to good use, it is useless just to add more personnel such as creating a new post like an assistant secretary.  Instead, the Government should adopt more effective measures to improve education administration.  In this respect, I urge the Government again to listen to the views of the profession and respect the views of consultative bodies in implementing its policies.  I believe no matter who is right or who is wrong, we do not wish to see the collective resignations by members of consultative bodies happen again.   





	Second, in terms of tertiary education, the budget for the eight tertiary institutions under the University Grants Committee for the financial year 1998-99 seems to have been slightly increased on the surface.  However, since the number of students has been increased by several hundreds, the budget has in fact been cut.  In this respect, the Government has kept its promise of making a "10% cut in expenditure on higher education in the next three years" and started applying its axe to higher education.  With regard to the decision of cutting expenditure on higher education, I have repeatedly reminded the Government that this is unwise.  Today, I will not repeat my arguments.  I just wish to quote the policy address of Mr TUNG Chee-hwa again, "Innovation, adapting to new technologies and developing new industries will always be important for Hong Kong".  He also said that "my aim is to make Hong Kong an innovation centre not just for ourselves, but for South China and the region".  Hong Kong's tertiary institutions which are responsible for training qualified people, scientific innovation and applied research have been encouraged by Mr TUNG's far-sighted words.  However, with the Budget, he has asked them to pursue excellence with limited means, since "god is going to give them heavy responsibilities".  Certainly, our tertiary institutions will not allow themselves to drift in adversity.  But if they manage to renew their strengths, it must be because of other reasons rather than this Budget has given them any impetus.  The expenditure cut in the Budget is a cold wind detrimental to the training of qualified people, to a more rapid pace of enhancing scientific research in Hong Kong's tertiary institutions, and to the development of Hong Kong's new technology industries.  














	Third, the 10-year infrastructure projects of nearly $200 billion might sound impressive.  However, it would be a great pity if the Government does not tailor its policies to Hong Kong's engineering companies, professionals and workers, so that they will be given priority in using and developing their management skills and technical knowledge in these large-scale infrastructure projects.  We cannot allow another weird scenario like the one where unemployment roared in an unprecedented rise while the new airport project was in full swing.  I hope our new rose garden plan in which we invest huge sums, including the road projects which will cost $80 billion, will improve Hong Kong's business environment, increase the job opportunities for workers, as well as training more management, engineering and technical personnel in infrastructure projects.    





Environmental protection





	Madam President, the item which is subject to the largest expenditure cut in the Budget is the environment.  All in all, its budget has been cut by 14.9%, while its recurrent expenditure has only been increased by 5.1%.  Discounting the annual salary increase, this might represent a zero growth or even a negative growth.  This has already aroused the discontent of many people concerned about Hong Kong's environment, who question whether the environment is neglected due to the downturn of the economy.  





	Actually, to be honest, Hong Kong's achievement in environmental protection is by no means remarkable.  The Budget's neglect of environmental protection reflects the weak environmental consciousness of the Hong Kong Government.  Last year, after Mr TUNG Chee-hwa's policy address was delivered, many people in the community criticized that it disregarded environmental issues.  Unfortunately, the Budget has not made up on this.  The Financial Secretary in charge of government resources does not seem very environment-friendly.  In the ambitious infrastructure projects, he pays little attention to environmental protection which has a lot to do with whether sustainable development can be secured.  





	In contrast, with regard to the question of increasing fuel duty, the Budget has demonstrated a twisted kind of environmental consciousness.  Fuel duty is increased by 6% allegedly because of the desire to restrict the growth in the number of vehicles and reduce environmental pollution.  However, at present, unleaded fuel is relatively environment-friendly.  Before cleaner fuels are available, the Government should not increase duty on unleaded fuel.  As the Honourable Yuen MO said just now, the trial use of Liquefied Petroleum Gas by taxis has only just begun and taxi operators still have no alternative to diesel oil.  Using environmental protection as an excuse for tax increase cannot but seem hypocritical.  The increase in fuel duty will no doubt increase the operating costs of taxis, mini-buses and buses.  Apart from adding to the burden of operators, the fare increase that will follow will result in inflation.  Therefore, it is unwise to increase fuel duty.  I especially support a freeze on unleaded fuel duty.  Just as many colleagues already said so yesterday and today, I sincerely hope that the Financial Secretary can scrap the increase in fuel duty, so that I can unreservedly support this Budget which aims at riding out the storm with the people.  





	Madam President, in concluding his long Budget speech, the Financial Secretary said that "Honourable Members, it is now up to you." Madam President, let me infringe on his intellectual property right and say to the Financial Secretary: "Mr Secretary, it is now up to you."





	I so submit.  Thank you, Madam President.             


	                          





PRESIDENT (in Cantonese): Mr WONG Siu-yee.








MR WONG SIU-YEE (in Cantonese): Madam President, before the Budget was announced I released an article entitled: "Avoid deficits, relieve hardship, and promote development".  The theme of the Budget by Mr Donald TSANG, the Financial Secretary, was "Riding out the storm, Renewing Hong Kong strengths".  Two of the words used have the same meaning of what the title of my article was about.  I have to thank the Secretary for that.   I suggested to "avoid deficits".  This the Budget has achieved, and with surpluses.  As regards the part on "riding out the storm", by and large, the public feels that the Budget can help them relieve hardship.  But the greatest weakness of the Budget lies in the ways to "promote development".  I will talk about this in the later part of my speech.





	Here I would like to tell the Secretary a piece of good news.  After the publication of the Budget, I conducted a questionnaire survey within the retail and wholesale industry about their opinions of the Budget.  I sent out about 2 000 questionnaires by mail and received 102 responses through the mail or fax.  The return rate was around 5%.  One question asked in the questionnaire was on the trade's rating of the Budget.  41% of the respondents gave it 80 to 89 marks, 35% 70 to 79 while no one gave it a fail (that is, below 60%).  Let me congratulate the Secretary on that.





	My survey shows that most of the people in the trade think the Secretary's Budget can cater to the general public.  They think however the Government needs to put in more effort in stabilizing the economy, improving the business environment, curbing inflation, providing job opportunities, enhancing training and providing encouragement to the industry. 





	I would like to analyze the results of my survey in some detail.





	First, About the trades of the respondents.  We can see there is an even spread among the trades.  27% came from wholesalers and retailers in tea, medicine, restaurants, food (including fruits and vegetables, meat, candies, poultries, and eggs), 24% from merchants in machinery and instruments, metal, plastics, paper, sundries, photography, furniture and decoration, 25% from jewellery, watches, handicraft articles, cosmetics and tourism, and the rest 24% from fashion, cloth, shoes and general trade associations.





	As regards the standard used for the rating, I set 100 marks as the full marks, and 60 the passing mark.  Of the respondents, 41% gave the Budget 80 to 89 marks, 35% 70 to 79 and 12% 90 to full marks and again 12% 60 to 69.  When asked if they felt there was any help given to the retailers and wholesalers, 20% said they did not find any help but nearly 60% (that is, 58%) said they thought there was help.  The rest 22% said they did not know.  From the figure, it seems 58% was an encouraging number, but most of the respondents said they thought the help was not sufficient.  They hoped the Government could help them alleviate the difficulty or solve the problems they face in their operation.





	Let me quote from a Mr CHEUNG, a long-time trader in the wholesale and retail business.  He said he could use a simple phrase to describe the state of the businesses: Goods are cheap but people have not the money to buy.  He said he had been in the business in Tsim Sha Tsui for 30 years or so but he had never seen such poor business.  Few tourists are coming.  Local customers are scanty as well.  The economy is not good.  The unemployed grows in number.  Without income how can people have the money to buy or consume?  He said although the Profits Tax would be cut, it was not going to help the trade in any material way.  A Mr YUNG from the Sugar Merchants' Association, Hong Kong, shared the same view.  Both thought a 0.5 percentage point cut in Profits Tax is not a big help to the trade.  A Mr LAU from the Kowloon Fresh Meat Retailers' Association Limited thought the Government should increase the personal Salaries Tax allowance because the people would then have the money to buy and hence boost the retail market.





	A Mr LUI , who is a member of the Hong Kong Tourists Association, said in general the Budget is beneficial to the people in Hong Kong.  It can prevent hardship temporarily, but he hopes the rates can be lowered further and continue for two more years.  





	About reviving the tourism in Hong Kong, individual shop-owners and those from various trade associations have shown that they are very much concerned about the position.  For example, a Mr LEUNG from the Federation of Hong Kong Watch Trades and Industries Limited, a Mr LAU and a Mr NG from the Hong Kong Metal Merchants Association, a Mr CHOY from the Hong Kong and Kowloon Machinery and Instrument Merchants Association Limited, a Mr LAM and a Mr YIP from the Hong Kong General Chamber of Commerce, and a Mr TSANG from the Kowloon Jewellery, Jadestane, Gold and Silver Ornaments Merchants' Association all expressed their views.





	The views expressed by most of them can be summarized in the comments from a Mr FUNG from the Photographic Instrument Merchants Association for Hong Kong and Kowloon.  Mr FUNG pointed out: "We are just passing each day waiting and seeing what happens next because the power of the landlords are not properly checked.  This affects the long-term development of small to medium-sized retailers and wholesalers."





	A Miss LAM from the jewellery and jadestone business proposes to open more sight-seeing spots, such as building an Asian film city or hosting a world exposition.  She also proposes stepping-up promotion abroad for Hong Kong.  Furthermore, she suggests the Government should set aside funds to clean Hong Kong, especially in popular spots for tourists to protect the image of Hong Kong as the Pearl of the Orient.  A Mr CHOW from the fashion retail business is of the view that the Government can consider lowering their costs by reducing the business registration fees.





	Some merchant associations said the Government is not doing enough in reviving small to medium-sized businesses and encouraging investment in industry.  For example, a Mr CHOY from the Hong Kong and Kowloon Machinery and Instrument Merchants Association Limited considers it is not really correct to think industry should go to the Mainland and tourism and finance to Hong Kong.  The Government can in fact consider giving active support or taxation preferences to investors in the industries to help lower their production costs.





	Let me quote from a Mr MAN from the catering industry about the overall survey result: "Basically the Budget can cater to practical financial management principles.  But it would be better if it could propose some strategic arrangements to boost the overall economy of Hong Kong."





	Madam President, what I have said reflects the views of the retail and wholesale industry about the Budget.  The industry is the most sensitive one in the economy.  As soon as factors for an economic recession appear and the propensity to spend is affected, the industry is the first to suffer.  The performance of the industry shows the position of the Hong Kong economy and people's livelihood.  We must listen to the views of the industry and treat them with due respect.





	Madam President, next I would explore the changes in the philosophy of financial management in the first Budget of the Hong Kong Special Administrative Region (SAR).  The Financial Secretary has compiled a budget different from those in the past in terms of spirit and principle.  He tries to change the positive non-intervention policy stressed in the past to tell people that the SAR Government is determined to act.  We may analyze the position from several angles.





	First, the Government adopts the Hong Kong dollar money supply under the M1 definition as the benchmark and considers that fiscal reserves should stand at between $300 and $500 billion.  This means that in future Hong Kong does not need to accumulate unlimited reserves.  It can use an appropriate amount on boosting the economy and improving people's livelihood.  Although theoretically the higher the fiscal reserves the greater the public confidence is, higher reserves mean higher opportunity costs.  This is in a way a loss.  Therefore, I hope the Government can keep the reserves below $500 billion as stated in the Budget to avoid an excessively high level of reserves so that resources are saved.





	Next, to ride out the storm the Budget has proposed tax cuts, a freeze on fees and charges and deductions in Rates.  While the measures can benefit the general public, they can also give mental support to the middle class who are the biggest losers in the financial turmoil.  Therefore, they may make people feel the Government is being kind.  Moreover, the measures only entail $13.6 billion in terms of government expenditure in the next fiscal year.  In the Financial Secretary's words, the cost is more than off-set by the political gain.





	Unfortunately, the Government has failed to come up with any practical measures to revive the economy.  This shows that same mistaken priorities do exist between positive non-intervention and the determination of the Government.  





	To boost industry, tourism and insurance, the Budget cuts the Profits Tax rate by 0.5 percentage point.  It also allows expenditure in research, production facilities, investment in computers, depreciation, refurbishment and renovation for commercial buildings to be amortised over a period of five years.  So, it seems the Government is trying to be kind to everybody.  It seems it is determined to act, but it is in fact doing very little to revive the economy.  Positive non-intervention is a cosmetic cover that betrays the Government's impotence as far as reviving the economy is concerned.





	The Budget also proposes a number of projects and increases expenditure on housing construction.  This is typical Keynesianism, trying to save Hong Kong from a recession through active government intervention.





	I think that the fallacy with positive non-intervention and the determination of the Government to act is government intervention when market force has yet proved to have failed.  I recall in the Financial Secretary's budget last year, he categorically stressed that tax deductions for mortgages was against his principles.  But some of the budget proposals this year do run counter to these principles and interfere with adjustment by the market.  In fact, adjustments in property prices is the result of an abrupt rise in the prices, leading in turn to a chain adjustment in asset prices.  They did not indicate that the market has failed.  The tax deduction for interest on mortgages is obviously a "market rigging" act to give the market an artificial boost.  It makes people feel there is something to gain if they buy properties, enticing them to buy.  In fact a rise of 5% to 10% in property prices will completely off-set the gain in tax deduction.  








	Madam President, from the two points I have mentioned above, we can see the change in the philosophy of financial management by the Government.  On a conceptual level, the Government has deviated from the positive non-intervention policy it has been sticking to.  We will have to wait to see if the change can transform into the determination of the Government to act in helping people ride out the storm, and at the same time to allow the Government some flexibility in financial management.





	The Budget is obviously inadequate in boosting the economy and cultivating new areas of growth and helping new enterprises to turn Hong Kong around.  From the Budget, we can see that the Government is being benevolent.  Nevertheless, the people will be disappointed if they are expecting a Government that is determined to act.  Hence, I hope the Government can do more to revive the economy.  I also hope the Government can give careful consideration to opinions from the industries.





	Before I end my speech today, I would like to quote two opinions for reference by the Government.  The examples are apparently different but they are equally meaningful.  





	The first example comes from a talk I gave at a meeting held on Monday by the Rotary Club concerning the Budget.  Some members present raised an interesting question.  They asked: "We have the same group of government officials before and after 1 July, but why did they appear so efficient before that day and useless after?"  Their explanation was that under British rule, policies, like food, were prepared for us by the British Government.  Officials then acted as waiters to serve the food.  The chance of making mistakes was small.  At worst, some food would be spilled perhaps onto customers out of carelessness in the process of serving.  But now officials need to play the chef, responsible for food selection and preparation.  With greater responsibility, the chance to make mistakes increases.





	Another example comes from an Uncle HUI from the retail and wholesale sector.  In his response to the questionnaire, he wrote: "I am perfectly confident that government officials are determined to do their best for Hong Kong after the reunification."











	The two examples adequately illustrate that people have certain expectations of the Government and have confidence in it.  The question is whether senior officials and the rank and file alike have unprecedented courage and a sense of commitment to shed the old colonial management habits to lead Hong Kong steadily forward to realize the principle of "Hong Kong people ruling Hong Kong".





	Madam President, I so submit. 








PRESIDENT (in Cantonese): Mrs Selina CHOW.








MRS SELINA CHOW (in Cantonese): Madam President, at the historic moment of Hong Kong's reunion with China, the whole world's attention was focused on Hong Kong.  There, the Chief Executive, Mr TUNG Chee-hwa, witnessed by the whole world, promised Hong Kong a brighter tomorrow.  The brighter tomorrow promised then has indeed proved to be a reality through the implementation of the "one country, two systems" policy.  Not only everyone's earlier worries whether Hong Kong can maintain its long enjoyed freedom and the rule of law have been totally swept away, but the actions taken by the Central Government to show its resolution of not interfering with the affairs of the Hong Kong Special Administrative Region (SAR) have further strengthened our confidence.





	We could never have anticipated that the financial turmoil which started last year has cut short the security that we have felt after our reunion with China. Hong Kong people's aspirations for tomorrow have changed as a result of the various external factors.  We really wonder whether Mr TUNG and his government can take determined measures to resolve Hong Kong's present financial crisis to fulfil his pledge for a brighter tomorrow.





	The Chinese title of the Financial Secretary's Budget speech for this year is, in straight translation, "Benefiting the people, relieving their difficulties, and constantly striving to become stronger" but the English title is, "Riding out the storm, renewing Hong Kong strengths".  The former is perhaps meant to admonish everyone to make preparation for the difficulties ahead, but what is the strengths that the latter means?  And who is to renew those strengths?  The manufacturing industry which made so many achievements two or three decades ago has given Hong Kong people great pride but it has now declined so much that its production only accounts for 15% of our GDP as a result of the relocation of the factories to the north.  Taking its place are the various service trades, and among them, those that directly earn foreign exchange are of course the tourism industry and the retail and catering industries that are closely related to it.





	It has been reported recently that Hong Kong's position as the shoppers' paradise has declined and it is no longer considered the world's number one.  With the depreciation of our neighbouring countries' currencies, the strong Hong Kong dollar has weakened our competitiveness and we can no longer depend on this faded reputation to attract foreign tourists.  If tourists do not come to shop, what else can they do here?





	In recent years, tourist spots have been driven out by urbanization.  Urban renewal has moved the "bird street" in the old district into a bird garden but the mood and feeling are no longer the same; the "cloth street" has become neither fish or fowl after moving into the Western Market; and there is not even a proper parking lot in the Stanley market, the only market away from the urban area.  Recently, some people have actually suggested rebuilding it.  Once the food stalls by the street are all moved into the market, would tourists still appreciate the place?  If even bathroom windows in buildings have aroused the Financial Secretary's attention and got improved, then the preservation of tourist spots and historic and cultural landmarks should justify recognition by the Government through its planning and policies.





	I need not tell you that the retail industry has suffered the shortage of workers for years.  As early as three years ago, as the representative of the functional constituency of wholesale and retail, I had already pointed out that the retraining programme had completely neglected the needs of the retail industry.  The Vocational Training Council has all along attached great importance to the training of hotel staff, next come catering workers.  But the retail industry has so far taken a definitely inferior position.  Today, this problem finally receives the attention of the Secretary for Manpower and Education who is working with the industry to study this problem.  This initiative is commendable.  But the effect will depend on the Government's determination to work with the industry and how much resources it intends to commit to this effort.  I will continue to follow up on its development closely.








	Another thing that is troubling the industry is the various tedious licensing systems.  A supermarket is required to obtain eight licences before it can open.  One supermarket group told me that every year the licensing fees cost them over $4 million and under the "users pay" principle, the Government spends the money and the operators pay.  Owing to the terrible red-tape of the licensing system, few operators would wait till they get all the licences before opening their business and they are thus penalized.  The whole licensing system is simply absurd and pathetic.  The Financial Secretary and his high level staff do have the desire to improve the business environment as the Chief Executive determines to do.  But unfortunately, the relevant departments are facing one obstacle after another.  I have heard one licensing official actually breathe out ravings such as he did not care about the efficiency.  Such an attitude is very common.  It is no wonder that the pace of the improvement is so slow that it is downright unacceptable.  If the high level government officials do not set definite objectives and give all licensing powers and responsibilities to just one licensing board, the problem will never be solved properly.  I urge the Financial Secretary to seriously consider the structural reform, the reform that the Liberal Party considers to be the most feasible, so as to achieve the most efficient and beneficial results.





	To create a good business environment, the Government has to show that it is willing to listen to the views of all sectors.  Although the Budget has promised to freeze all government fees and charges for a year, the present level of some fees and charges is already resented by the industrial sector.  For example, the grievances against the sewage charges have not gone away with the abolition of the Sewage Services Trading Fund because the basic problem as regards how the levels of the sewage charges and trade effluent surcharge are to be determined has not yet been settled.  Another charge under reproach is the rocketing business registration fee over the last few years.  In the present economic downturn, I am sure that the Government will hear many appeals for a review of the fees.  To the medium and small businesses, this financial burden is especially hard to bear and these businesses of small capital have in fact accounted for the majority of Hong Kong's commercial operating units.





	The above examples are views that I have heard from operators of various services trades and there are actually many more other than these.  But the businessmen, especially those operating with a small capital, are not used to expressing their views in high profile, but very often they will seek help only when the situation has reached a point that they cannot endure anymore.  They are, however, a very important group whom we cannot overlook because in their hands lies Hong Kong's power to create wealth.





	In fact, one big problem that the Government has to look squarely at is that more and more of the middle-class people ask whether tomorrow would really be better.  They not only fear that the misfortune of losing their jobs or businesses might fall upon them but are also worried what the future would bring even after they have made it through this unfortunate time.  What they need now are some realizable prospects that they can look forward to, something that can bring hope to them and Hong Kong.  Today the Government can no longer evade its responsibility of providing the assistance demanded by various industries and trades with the excuse of "positive non-intervention".  The Government should assist the industries that have the abilities and good performance to stand up again on the world stage.  This is investment, not intervention.  During the 1960s, the Government's policy was to give vigorous support to the manufacturing industry which also gave rise to the establishment of the Textiles Advisory Board, Hong Kong Trade Development Council and the Swire School of Design.  Thanks to the Government's stimulation and initiative, the textiles and apparel industries can enjoy its world renowned position today.  Today, there is a need for the Government to reset the position of Hong Kong and outline a new image, the image that Hong Kong can still stand up in the international community after the establishment of the SAR.  Hence, the Government must formulate a completely new publicity strategy to be implemented abroad.  It should also tie it in with practical actions.  For instance, it has to turn from being passive in the past to being active to let the world see the new outlook of Hong Kong; rather than keeping defending itself by emphasizing that "business is as usual in Hong Kong".  The Government should display a grand plan for the future, likening it to the re-birth of a phoenix.  I believe it will definitely leave a deeper impression on people's mind.





	I would like to point out once again that I hope the Government will attach importance to the creative industry.  New concepts are most capable of being disseminated to every corner of the world by means of different media.  It is true that high value-added industries are not hi-tech industries but are equal to high creativity, wide vision, keen market awareness and good taste.  We do have the talents.  I have heard that the City University is organizing a faculty of multi-media production.  There are plenty of employers waiting and there must also be many young people aspiring to pursue this field.  Now everything is ready except one crucial element.  The Government must set its eyes on the future and make far-sighted investments to pave the way for the successful development of the local intellectual property.








PRESIDENT (in Cantonese): Mr CHEUNG Hon-chung.








MR CHEUNG HON-CHUNG (in Cantonese): Madam President, after the financial turmoil, the economic environment in the Asian-Pacific area and Hong Kong has changed substantially.  The people of Hong Kong generally come under the pressure of the economic downturn and the properties of many people and enterprises have depreciated, incurring heavy losses on them.  In the face of the uncertainties and bleak prospects, the people are worried and anxious.  So they have great expectations for the first Budget of the Hong Kong Special Administrative Region (SAR), hoping that the Government would return the wealth to the people, reduce their burden and stimulate the economic development in order to revive Hong Kong's economy.  Specifically, the public does hope that the Government would cut down on the taxes to relieve their hardship, and it would at the same time freeze the increase of all fees and charges, increase its expenditure on the improvement of the people's livelihood, and increase the investments in the infrastructure to promote local economic development. 





	On the whole, the Budget has managed to benefit the people by relieving their hardship, but among all classes in society, the middle class has always received the least help from the Government but the impact of the financial turmoil on them has been the greatest.  The middle class is the greatest beneficiary of the various tax reductions put forward by the Financial Secretary, ranging from the Salaries Tax concessions, mortgage relief to the Rates concessions.  A recent analysis conducted by a fund management company has pointed out that if the present sluggish economy continues, many in the middle class will lose their jobs.  These people are the mainstay of our economy and if it really happens that many in this class lose their jobs � which has never happened before in the numerous past economic downturns in Hong Kong, its impact cannot be underestimated.  Therefore, it is essential to help these people who are the backbone of our community to ride out these difficult times.  To reduce their tax expenditure will only cut down the contribution of the people in this stratum to government revenue.  To require the people to pay less is a strategy for restoring wealth to the people.  It is much more positive and effective than just handing out a great deal of welfare benefits and large sums of money, and it is also more in line with the Hong Kong spirit of self-reliance.  Coupled with the freezing of all government fees and charges, the general public can have a chance to recuperate.





	In order to stimulate economic development, the SAR Government is going to invest $230 billion in infrastructural construction in the next four and a half years.  These investments will improve Hong Kong's competitiveness, stimulate the economy and create more jobs.  Comparatively, the Government's abilities seem to fall short of its wishes in promoting the business development and its policies seem to be filled with the shortcomings of being piecemeal.  The Government has always laid great emphasis on promoting the local service industry in the past and worked very hard in this respect.  But as soon as the financial storm hits Hong Kong, the tourist industry, financial services and other related businesses immediately show their weakness and inability to withstand the trials.  If the Government continues its past policy of taking the service industry as the economic locomotive, when Hong Kong is hit by an even stronger financial storm, it will be devastated.  Therefore, the Government must engage in other financial activities, including the promotion of hi-tech industries and information technology to make Hong Kong an information centre in addition to a global financial centre.  Only by diversifying its economic activities will Hong Kong be able to withstand bigger trials.





	Madam President, my colleagues of the Democratic Alliance for Betterment of Hong Kong (DAB) have expressed their views on the various aspects of the Budget and I will concentrate on the expenditure on transport.





	The expenditure on transport-related constructions has dropped 17% as compared to last year's.  We believe the reason may be that the various infrastructural constructions of roads have reached the peak in the last few years and this year's drop in expenditure may be purely financial and accounting arrangements.  We learn that the Government is going to invest $230 billion in massive construction projects in which $185 billion will be spent on the construction of large-scale transport systems including the West Rail, the Ma On Shan to Tai Wai Rail Link and the Tsueng Kwan O Extension of the Mass Transit Railway.  The DAB welcomes the Government's allocation of $50 billion for the construction of new road networks such as the North Lantau to Yuen Long Highway � Route 10, and we also welcome its allocation of $25 billion to carry out a number of road improvement works, including widening the Tolo Highway.  We believe that the expenditure of a total of $200 billion on the improvement of the transport systems will benefit the local economy and also create large numbers of employment opportunities.  The public does have high hopes for the implementation of the electronic road pricing scheme and the new arrangements of the franchised bus routes on Hong Kong Island.  We hope that the Government will do better on these two items.  On the whole, the DAB is satisfied with the transport aspect of the Budget.





	Madam President, the DAB is strongly against the Government's proposal to increase fuel tax as the aim of the Budget is to relieve the people's hardship.  While most of the taxes are reduced, only the fuel tax and tobacco and alcohol duties are increased.  We have no objection to the increase of tobacco and alcohol duties for after all cigarettes and alcoholic drinks are not daily necessities.  But the many lorries, minibuses, taxis, public vehicles and all commercial vehicles have to consume fuel and these vehicles are directly or indirectly related to the people's livelihood.  The fuel tax increase will definitely be transferred to the people and increase their burden, running counter to the goal of relieving their hardship.





	Madam President, we have noticed that the number of civil servants in Hong Kong will have a substantial increase, breaking the 200 000 mark in this financial year.  In regard to their proportion to Hong Kong's 3-million working population, it means that about 14 workers will have to provide for one civil servant ─ a high proportion not seen even in other advanced countries.  The Government requests to create 3 600 more civil servant posts in this financial year, incurring an increase of billions of dollars in recurrent expenditure.  We have already had a huge team of civil servants and I feel that any further expansion is questionable.  The Government should consider the former government's practice of commissioning consultants or employing workers on a contract basis in those departments which need more manpower to handle individual projects, avoiding expanding the permanent establishment as much as possible so that the civil service system will not be excessively expanded.  A simple government framework used to be the main factor for Hong Kong's success in the past.  On the whole, with the exception of the increase in fuel tax, we are in support of the SAR's first Budget.














PRESIDENT (in Cantonese): Mr MA Fung-kwok.








MR MA FUNG-KWOK (in Cantonese): Madam President, since the establishment of the Hong Kong Special Administrative Region (SAR) Government, every sector of the community has gone through the transition.  However, since the end of last year, Hong Kong has inevitably been affected and hit by the financial turmoil in our neighbouring Asian regions, and the local economy has undergone dramatic adjustments.  Fortunately, due to its relatively prudent fiscal policy in the past and the relatively substantial fiscal reserves it has accumulated, Hong Kong has been able to withstand the blows of this turmoil.  As we all know, we save for a rainy day.  With an adjusting economy and the sudden onset of pressures, the general public expects the SAR Government to make allowances for their difficulties in the Budget for the new financial year.  They also hope that the Government can take measures to stimulate the economy and improve the overall social condition.  In drafting the Budget, the Government has listened to the views of the community and those reflected by Members of the Provisional Legislative Council and responded to their requests to a certain extent, evident in the various tax concessions.  On the whole, the Budget is commendable and the public reaction has also been extremely positive.      





	In the Budget, the Financial Secretary has proposed several tax concessions, from which the middle class benefits the most.  Some regard them as a sign of the Government's preference for the middle class.  But I wish to point out that the middle class is an important pillar of the economy and its operation.  All along, they have shouldered a heavy burden in personal income tax, while receiving the least welfare benefits or rebate from society.  Thus, they have always felt somewhat unfairly treated.  When the economy is subject to adjustments, they come under the greatest pressure.  Due to the lack of housing benefits in the past, most people have to provide for their own homes.  Under the present circumstances, they have to bear the additional burden from the increase of interest rates on their mortgages almost without exception.  In addition to the sharp drop in the prices of their flats ─ their main assets, they might also have to face the threat of salary slashes, lay-off or unemployment.  Therefore, the personal allowances, allowances for dependent parents and the new tax deduction for mortgage interest payments are quite timely for the middle class, for they can serve to reduce their sense of injustice, so that they will feel cared by the community, thereby enhancing their sense of belonging to the community.  I believe they will respond positively and contribute to the joint effort for reviving the economy in the future.





	For the middle and lower classes, the series of tax concessions might not be able to reduce their living burden completely.  They still have to worry about their livelihood because tax liability is no longer their primary concern.  I hope that the SAR Government can actively face the aggravating problem of the disparity between the rich and the poor and provide more assistance to low income groups or the unemployed.  One cannot always rely on Comprehensive Social Security Assistance.  Priority should be given to helping the unskilled to enhance their technical skills and providing retraining so that the unemployed can regain confidence and find employment again.  Otherwise, the problem will snowball.  





	The Financial Secretary has proposed in the Budget a number of incentives for business which are worthy of our support.  In the present difficult times, they give relief to businessmen and provide more attractive conditions for the development of Hong Kong's business.  Only with the development of enterprises will unemployment be reduced and Hong Kong's economy stimulated.  Actually, only if Hong Kong's economy starts to recover soon will the general public be given relief.





	During the economic adjustments, the Hong Kong public has particularly high expectations of the Government's measures to tide them over.  I am sure the officials of the SAR Government will understand this, and I wholeheartedly support the freeze on fees and charges proposed in the Budget with a view to reducing the people's burden.      





	However, the Budget raises again the question of adjusting the fuel duty.  Last week, when I was on duty at the Complaints Division of the Provisional Legislative Council, I dealt with complaints of the transport sector about the increase of fuel duty and gained a deep understanding of their plight.  The Government's proposed increase on fuel duty will add to the already heavy burden of drivers.  Faced with a depressed economy and poor business, professional drivers are the first to be affected.  During the past few months, professional drivers such as taxi and truck drivers already felt the pressure of diminishing income.  If the Financial Secretary again proposes to increase the fuel duty by 6% at this stage, it will add at least $600 to $700 to their monthly operating costs, which is by no means a small sum.  Do we really have to add to the pressure of living of the over 100 000 professional drivers and their families?  Does this not contradict the aim of the SAR Government to help the people ride out the storm? 


	The Financial Secretary has proposed to increase the fuel duty on grounds of environmental protection, citing diesel vehicle emissions as the major contributory cause of air pollution, and the inexpensive price of diesel oil as an incentive for continual public use.  Therefore, he justified that diesel oil duty should be increased.  I think no one would object there is a need to improve air quality in Hong Kong.  However, there are ways other than increasing the fuel duty to improve air quality in Hong Kong.  The Government can consider reducing the duty on other types of fuels which cause less pollution, so as to encourage professional drivers to turn to other fuels, instead of punishing them.  





	Besides, professional drivers cannot stop using diesel oil overnight.  For instance, with regard to taxi drivers, the Government launched the Liquefied Petroleum Gas taxi pilot scheme only a few months ago and the result is not yet known.  Before a practical substitute comes onto the market, it seems impractical to force taxi drivers to give up their diesel oil taxis for which they are still paying instalments.  As for heavy trucks, there cannot possibly be any alternative or substitute within a short time.  With the general tax reductions, a freeze on fees and charges and with a surplus over $10 billion, the Budget has little justification to increase fuel duty on the grounds of reducing pollution or on account of the environment. 





	I am very disappointed by the Financial Secretary's remarks that if the Provisional Legislative Council vetoes the proposed fuel duty increase, he will withdraw some of the tax reductions.  Actually, it is not at all convincing to say that a few hundred million dollars of lost revenue would seriously affect the general revenue of the SAR Government.  I hope that the Financial Secretary will accept the proposal to freeze the increase of fuel duty so as to tide everyone in Hong Kong over, rather than tarnishing the spirit of the entire Budget.     





	In his policy address last year, the Chief Executive, Mr TUNG Chee-hwa, proposed several policy initiatives, most of which have been embodied in the Budget.  The most obvious example is the concessions related to the elderly.  The dependant parent allowance is greatly increased to encourage caring for the elderly.  The new tax deduction for mortgage interest payments can also give incentive to people to purchase their own homes, giving the Budget a human touch.  The Government's proposal to inject huge sums into basic education is very wise.  However, I must point out that the resources to be injected must be suitably deployed and used where required.  With regard to computer education and mother-tongue education, more professional opinion should be obtained as a basis for the drawing up of policies.  As to the cut in fundings for higher education, it is not a good policy in the long run, since this would affect the promotion of the development of hi-tech industries or high value-added industries as proposed by the Government. 





	In his policy address, Mr TUNG Chee-hwa elaborated on cultural policies in various respects.  However, we have found no reflection of this in the Budget, especially when relevant policy bureaux will be undergoing changes.  While the remarks of the Secretary for Broadcasting, Culture and Sport that he felt like a "commander without soldiers" with regard to his supervision of culture and the arts still ring in our ears, it is reported that the relevant policies will in future come under the Home Affairs Bureau, which means a case of "moving the monks and tearing down the temple".  Given the unclear hierarchical structure and directions of decision-making, and the rather wishy-washy implementation of the relevant policies, one wonders whether the SAR Government has neglected policies on culture, the arts and sport.  I have repeatedly stressed that the return of sovereignty provides a special opportunity for the future cultural development of Hong Kong.  I hope the SAR Government will grasp this opportunity to promote cultural development in order to improve the overall quality of the people and attract talented people to stay in or come to Hong Kong.  This will also help to promote tourism and attract more visitors to Hong Kong, at the same time developing the SAR into a cultural metropolis for cultural exchange between East and West.





	In his policy address, Mr TUNG also mentioned the importance of developing information technology.  However, this Budget has failed to provide a budget for the new information technology and broadcasting bureau and made no proposal on the relevant allocation of resources.  I hope that the SAR Government will expeditiously furnish information to the Provisional Legislative Council on the staff arrangements and budget of the information technology and broadcasting bureau, so that we can have a better understanding of the SAR Government's policy on co-ordinating the overall development of information technology in Hong Kong.  





	With the promotion of hi-tech industries by the SAR Government, we will have many innovations and inventions in the future which will form the basis for high value-added industries.  At the same time, the protection of intellectual property rights in Hong Kong must also be strengthened.  With regard to the protection of intellectual property rights, the Budget provides for an additional 49 posts for the enforcement of measures for the protection of intellectual property rights, in order to put an end to the blatant infringement of intellectual property rights in Hong Kong.  While 49 posts are not a small number, I doubt if they will be effective in containing piracy activities in Hong Kong.  I hope the SAR Government will consider allocating more resources to step up enforcement and prosecution as well as provide education on respecting and protecting intellectual property rights, in order to create an environment conducive to innovation and the development of information technology in Hong Kong.                                      





	I have to stress that since the SAR is an exporter of intellectual property rights, the protection of intellectual property rights should be extended from Hong Kong to overseas.  The Government should strengthen its role in the same way Washington has provided strong support to the relevant industries in the United States.  The Government should strive to obtain overseas governments' protection of local creations.  Only in this way can local high-tech industries and creative business develop, and Hong Kong's influence, creativity and competitiveness be enhanced.  





	On the whole, this year's Budget has adhered to the principle of fiscal prudence and living within one's means.  As the first Budget of the SAR with a relatively conservative surplus of over $10 billion, it is acceptable.  However, I hope the Government can review its policy of maintaining a large surplus next year.





	I so submit.  Thank you, Madam President.  


	      





PRESIDENT (in Cantonese): Mr Henry WU.








MR HENRY WU (in Cantonese): Madam President, I did prepare a speech yesterday, but as it was very similar to the speeches of many of my colleagues, I have to make some amendments to my original speech so that it would not sound like I am copying their ideas.  I find that it is indeed very difficult to finish making the amendments at the last minute, for I have just completed my revision to the speech.  Some people claimed that the Financial Secretary had made some major last minute changes to the Budget, but I think that it would not have been any easy job had it really been the case. 





	The 1998-99 Budget is the first Budget of the Hong Kong Special Administration Region (SAR) Government, and since it was prepared at a time when Asia is hard hit by the financial turmoil, it has become the focus  of international and local attention.





	Though we have successfully defended the linked exchange rate, Hong Kong's economy as a whole and the public at large has paid a very huge price for the defence.   There have been collapses in the stock and property markets, the assets of Hong Kong people have depreciated, and confidence in Hong Kong's economic prospects and the spending power of the public weakened.  We have been trying to defend the linked exchange rate by means of high interest rates, and as a result, the operational costs of businesses have gone up, and many businesses have been closed down or on the verge of closing down.  Investment plans have been shelved and the pace of Hong Kong's economic development slowed down.  We could see that the economy of Hong Kong is now in a very painful stage of adjustment.





	Madam President, the Honourable CHIM Pui-chung said yesterday the Budget debate of this year was rather monotonous and he hoped to add more colour and flavour to the debate by using a more relaxed approach.  I would, therefore, like to take everyone to watching a swimming gala at the indoor swimming pool of the Kowloon Park.  Let us listen to the following comments of the commentator: This is the last dive for the Hong Kong high platform diving competition of this year.  The last contestant is Donald.  Donald is now climbing slowly up the high level diving platform and he seems to be very nervous because this is the first time he has the opportunity to win a gold medal in this competition.  However, it seems that he does not stand a very good chance of winning because ...... the momentum is building, the momentum is building!  Oh, why has Donald stopped?  Is he afraid?  Is he withdrawing?  I do not know.  The spectators are getting impatient and we could hear jeering and booing.  However, it does not matter for Donald is now walking up slowly to the edge of the platform, and he is going to make the most difficult dive we have ever seen.  Up he jumps into the air, dives straight into the water and only splashes up a few water droplets.  Marvellous! Absolutely marvellous performance!  There is a standing ovation for Donald.














	Let me now take you back to this Chamber.  At a time when Hong Kong is under different pressures, it is by no means an easy job that the Financial Secretary has managed to uphold the prudent fiscal policy of "living within our means" and presented us with a balanced Budget (I would give him a score of nine).  The Financial Secretary is also good at creating false impressions by leading the public to believe the worst and finally turn their disappointment into happiness and criticism into applause.   Technically speaking, I think he should get full marks for his performance.





	As many of my colleagues have pointed out, a number of tax concessions have been provided for businesses and individuals alike, and there is also a great increase in respect of recurrent expenditures, for example, housing, health care, social welfare and education, in accordance to the direction laid down by the Chief Executive in his policy address, and it could be said that there is something in the Budget for everyone without exception.





	The Financial Secretary was indeed well-intentioned when he proposed to increase duties on fuel coupled with a freeze on government fees and charges.  As most of my colleagues have pointed out, this increase is impractical, illogical and unreasonable.  Given the competence and wisdom of the Financial Secretary, there is no way that he would fail to foretell the responses of Members of this Council and members of the public to the proposed increase.  If we were to say that he could not foretell our responses, it will be an insult to him.  Obviously, everything is in the grasp and within the expectation of the Financial Secretary.  I believe he has only done so because he wishes to uphold the policy of "everything will remain unchanged" after the handover, and that there will still be controversies, demonstrations and protests after the Budget is delivered, but in the end, the Government will show that it is sympathetic to the views of the public and there will be a happy ending.  So once again, I have to give the Financial Secretary full marks for his outstanding tactics.





	So, when we look at the degree of difficulty, skills and tactics, I think the Budget should get almost full marks.  Congratulations, Mr Financial Secretary, the gold medal is yours!  (Though, it still remains to be seen how you are going to earn it!).  However, I hope that the Financial Secretary would not get carried away by this gold medal, because the problems of Hong Kong are not over yet, and we still have to face the pressure of speculations on the linked exchange rate of Hong Kong dollar; competitions from Southeast Asian countries; the profound significance of high interest rates on our economy; the unemployment problem in Hong Kong; various social problems and so on.





	Madam President, the Financial Secretary has also stressed that it is very  important to "renew Hong Kong strengths". In comparison with our neighbouring countries, we have two advantages over our competitors in South East Asia in the wake of the Asian financial turmoil, and they are: (1) we have strong fiscal reserves; and (2) we are backed up by China.





	According to the Financial Secretary's forecast, by 31 March 1998, our fiscal reserves will stand at $446 billion.  The robust reserves have enabled us to meet our public expenditure commitments, launch major infrastructure projects to stimulate the economy, and to defend the linked exchange rate in times of financial turmoils, despite the economic hard times.





	The suitable utilization of our reserves is very important.  I would like to emphasize that we will be wasting our money if it is not well spent.  Therefore, in monitoring government expenditures, we have to "take an in-depth and long-term look".  After glancing through the 1 184 paged expenditure estimates and attending all the special meetings of the Finance Committee, I am worried about two aspects: first, is our Government making proper use of our resources without spending too much money on items like consultancy studies?  Second, is our Government making good use of our manpower and that it is not overstaffed?





	Madam President, I have often voiced reservations about government expenditures on consultancy studies at meetings of the Public Works Subcommittee scrutinizing government expenditure proposals or at meetings of the Finance Committee.  There are two major reasons for my reservations: (1) the method for calculating consultancy fees is outdated for it is inappropriate to use a multiple of three which is too high; and (2) it is also inappropriate to commission too many consultancy studies.





	I do not think today is an appropriate occasion for holding discussions on the calculation of consultancy fees for a lot of technicalities are involved, and it is also time-consuming, so I would just restrict my discussion to the fact that the Government is spending too much money on consultancy studies.














	At the special meeting of the Finance Committee, I asked the Highways Department that, of the $156.5 billion projects to be undertaken by consultancy firms for the year 1998-99, how much is consultancy fees.  The Government replied that it was around 16%, that is, $25 billion, and 8.7% of the total public expenditure for the year 1998-99, or the total recurrent expenditure on social service in the same year, or 14.3 times the staff costs of the Highways Department for the same year, or its staff costs for 14 years before adjustments for inflation.  Right now, we are only talking about the consultancy fees of one department!  So, I have asked for more information from the Government on the total government expenditure on consultancy fees, and I hope that the Government will conduct a review in the future on the commission of consultants.





	I think there is enough expertise in the civil service framework to deal with all or some of the consultancy studies.  At the same time, it is also obvious that the consultants have to collect a lot of information from relevant government departments and this would mean additional workload for the staff of various departments.





	Madam President, I began to have strong feelings about consultancy services since the stock market crash in 1987 when the Government spent $5 million on commissioning "Haye Davidson" to conduct a review on the stock industry.  On that particular occasion, most of the work was done by civil servants, with the stock industry providing the data and conducting the various consultation exercises, it was therefore unnecessary and unjustified to spend such a large sum on consultancy fees.





	In my scrutiny of the estimates, I noticed that the work of various policy bureaux is duplicated and that resources are not spent in a well co-ordinated manner.  I have pointed out at the meetings of the Finance Committee that, at present, there are at least three different policy bureaux dealing with slope works, and they have commissioned their own consultants to undertake studies or carry inspections on completed slope works.  In regard to the legal service, we are aware that the Department of Justice has been passing their work over to other policy bureaux, thus expanding its staff establishment in a disguised manner.

















	Madam President, we are aware that streamlining government structure is the long-term goal of many places, but it seems to me that our Government is moving in the opposite direction and it has not taken any positive action in streamlining government structure and making good use of its manpower resources.  Therefore, I hope that the Government will streamline its structure and save on public funds when it reviews its establishment in the future. 





	Madam President, let me now take you to a World Cup soccer game.  Several nights ago, I watched a most magnificent game, and I would like to review this game with you.  Let us listen to the comments of the commentator: It is now one minute towards the end of game, "double-mouth team" is one goal short and the result of the game will depend on the performance of the key player.  Now the ball is at the back field of the "double-mouth team" under the control of Donald.  Donald gets the ball and is bringing it to the front, there he sees "IT Chi" appears suddenly on his left.  "IT Chi" is running very fast, so fast that he has run up to  the middle of the field in no time.  Donald passes the ball to "IT Chi", and "IT Chi", having got the pass, moves forward along the flank of the field.  "IT Chi" sees "flying YU" running up from the back of the field to help the attach.  They pass the ball to one another, and very soon they are moving towards the goal posts.  Now the game is getting so excited that even the Chief Executive has stood up to watch.  "IT Chi" notices that Donald has run up to the penalty area, so he passes the ball forward to Donald.  Donald strikes a big kick and the ball flies straight towards the goal.  Suddenly everything comes to a standstill and the television screen blacks out.  Has the broadcasting director screened out that episode?  It seems that we are now at the  "crossroads of our lives".  Those who thinks that Donald has made a score and the game has come to a draw to the benefit of all, please say "aye", and those who are against, please say "no"?





	Madam President, we are now back in this Chamber.  As regards the result of the ball game, it would be best if the two teams drew and everyone benefited.  However, the final outcome will be: "Donald, it is up to you!"





	Madam President, I so submit.  





	  





PRESIDENT (in Cantonese): Mrs Sophie LEUNG.








MRS SOPHIE LEUNG (in Cantonese): Madam President, three weeks ago, the Financial Secretary submitted the first Budget after the establishment of the Hong Kong Special Administrative Region (SAR).  Actually, this Budget is also the last budget before we enter the 21st century.  Here, like my colleagues, I would like to express some of my views on this Budget.  I wish that Members would take a few minutes' time to use your rich imagination like the movie wizard, Stephen SPIELBERG, to freely fantasize what kind of world we would have in the next century. 





	I believe that in the next 10 years, smart sensors will fill every corner of the world.  By the year 2020, we would see corporate executives sitting in solar-powered offices to discuss investment projects or design plans with colleagues in other parts of the world via the satellite television.  At home, we would use biodegradable television designed by the most sophisticated computer software.  After work, we would travel by electricity-powered vehicles equipped with very sophisticated maps fed with information about traffic jams, showing us which way to go to avoid them.  After going back to our home equipped with thermostats controlled by sensors, we would spend a peaceful night with our families.  At that time, when we run into our neighbours in the morning or evening, we would greet each other warmly "good morning" or "good evening"; our children would not be addicted to computer games any more for all kinds of enlightening games would be available to them and these games are also designed to prepare them for the various social needs and the future career.  The Victoria Harbour would no longer be hazy and misty as a result of air pollution.  Would our 21st century be like that?





	This is not a dream exclusive to movie masters have.  Some of these dreams are already happening before our eyes.  Other countries are heading towards the new people-oriented era where there are this kind of high technology, high individual productivity and no pollution.  The problem in front of us is: Is this place called Hong Kong that is filled with talents also preparing to venture into such an era?  What can all of us here in this Chamber do to lay the foundation for this new era for our next generation and their next generation?











	Madam President and fellow colleagues, we, the Liberal Party, think that this year's Budget does relieve the people's hardship while maintaining the principle of a free market economy, and we do appreciate and welcome it.  However, it is obvious that the budget lacks a vision for long-term economic development.  Here, I wish to reiterate that I do not dare, nor hope, nor want to be the wise guy after the event.  I wish to pool everyone's effort to put forth some suggestions on how to lay the foundation for the 21st century for our next generation.





	I would like to discuss this issue in two perspectives.  The first is the rejuvenation of our industries and enhancement of our competitiveness.  In this Budget, the Financial Secretary proposes to allocate $1 billion to fund the applied research, industrial and services support and for productivity improvement.  The Financial Secretary also proposes to allow an immediate 100% write-off for new expenditure on plant and machinery, and also computer hardware and software.  The annual depreciation allowance for commercial buildings is also raised from 2% to 4%.  All these measures obviously lay emphasis on encouraging enterprises to invest in the capital to modernize their facilities.  The commercial and industrial sector also welcomes these proposals.





	Nevertheless, if we wish to develop Hong Kong into a high technology and high value-added industrial centre, what do we need to do?  Is it enough just to talk about it?  Should the essential job be the enhancement of our long-term competitiveness?  In the last 20 years, the position won by our industries is mainly the result of our export industries' superior competitiveness in terms of the quality and costs of their products, coupled with the Government's insistence on maintaining the free trade principle, tearing down tariff barriers and facilitating the development of our industries.  Our workforce has also been able to inherit and develop their flexibility and versatility, allowing us to catch up with the advancement of the international market.  We have always prided on our flexibility, saying that today we produce plastic flowers, tomorrow wigs and the day after tomorrow some other new products.  When we enter the new era where high value-added export products are the main trend, however, our competitiveness seems to have seriously fallen short of this requirement.  We cannot help but ask ourselves and consider whether we would still be able to speak so proudly 10 years from now when we compare our achievements with the major cities of other Southeast Asian countries and even the major cities in China.








	Not long ago, I took a taxi one night.  The driver was about 30 years old, a young man full of vigour, and we started talking.  He told me that he dropped out of school at 15 and started working as a tour guide.  At 16, he already made $20,000 a month.  What can we still do for a young man who can start a career as soon as he ventures into society, who is flexable and who can create his own future?





	He went on with his story.  He realized that being a tour guide, he could only make a living with his eloquence and service for a short time.  He felt that he needed to plant his feet on solid ground.  In his twenties, with the money he had saved over the years, he opened a small electronic components company.  His business ran relatively smoothly; in seven years, his business was already thriving and he carried on with his business and earned the profits that he deserved.  However, late last year, he had to close his business because there were not enough electronic factories that needed his service.  At this point, he could only rent a taxi to drive.  He told me that he was rather upset in the first month but then he realized that ultimately he had to reconcile to the reality.  He is only 30 years old and there may be other opportunities for him in future.  When I met him, he had worked as a taxi driver for over two months.  I really admired him and so we continued with our conversation.





	Having heard all his fortunes and misfortunes, I felt sad.  There are many such young people with the enterprising spirit and smart mind.  They are willing to work quietly to contribute their share to Hong Kong's industrial development but the change in the business environment forces them to give up.  What promises should we give them or perhaps what attitude should we take towards this situation?





	Madam President and fellow colleagues, are there no prospects for Hong Kong's industry?  Or is it that our whole community simply lacks foresight and does not understand what we need to develop our industries?  In the recent financial turmoil, everyone says that we may have invested too much in the service industry.  If this is really the case, what should we do then?  I very much agree with the Honourable Mrs Selina CHOW that it is high time that we reset our position, and we can no longer depend on the various established advisory bodies as they may have already gone out-of-date.  We should head toward this new era, adjusting our directions or setting new goals to meet its demand.





	Hong Kong's industries are at a new stage.  Of course, the Government has told us that it always maintains the non-intervention policy and we also agree to such a policy.  However, over the past 10-odd years, we have found that the Government lacks the means to withstand and often gives in to various pressures � social pressures and pressures from political parties � and formulates many pieces of legislation that affect our business environment.  And this is an undeniable fact.  I hope that those who will participate in drawing up future policies would, base on their conscience, seriously study the situation with the Government to formulate an industrial policy for the next 10 or even 20 years.  Only by so doing can there be hope for the rejuvenation of our industries.





	Here, I would like to talk about the textile and apparel industry also.  To add high value to the products is to have designs that lead the trend and it is something that we are able to do; for high technology, it means manufacturing procedures that marry high efficiency with low pollution.  Having the above and coupled with the management personnel whose expertise reaches the international level, we can easily take the lead in the fashion industry.





	There have been suggestions recently that we should move the textile and apparel industry to places where labour costs are lower.  In this connection, some local newspapers have reported on the fashion industry of France and Italy and made a comparison between the industry of both countries, during which they have interviewed the founders of many brand names in both countries.  The French brands have been on the decline because the French people think that they no longer need to make the apparels themselves and have moved the garment factories out of France over the past 10-odd years.  But the Italians soldier on quietly and as a result their brands have gained more and more renown and gradually eating up the other's share in the international market.  We have this ability but why do we not take action?  Why are we not contributing to Hong Kong's economy?  I wish that everyone would consider this: When everyone talks about high value-added and high efficiency, what are you talking about?





	Secondly, I would like to talk about the aspect of people-orientation and the nurturing of talents.  For our industries to go high value-added, the success depends on our supply of skills and talents, and the road ahead is very rough.  The Honourable LEE Kai-ming has said earlier that vocational training can be of real help to the unemployed only when it catches up with the changes of time.  I totally agree with him.  Our unemployed workers should be classified into three categories.  We cannot simply consider them as one homogenous group, namely, the unemployed, and neither can we say that they are all from the grassroots.  One category of them are blue-collar workers, the second are semi-skilled workers and the third are white-collar workers who are better educated.  Under these circumstances, our community and the Government must realize that there are three different categories of unemployed workers before they can provide practical retraining for them.





	In the long run, retraining is not a panacea for all maladies.  We cannot only think about retraining but neglect the major issue, that is, education.  What targets should we set for our education system?  One survey conducted in the United States recently has found that in the next century, people will on average engage in four jobs of completely different nature in their entire life.  Will our next generation be able to cope with these four changes?  In this generation, we already experience great hardship in the face of just one change.  What is the goal of our education?  Our goal should be to nurture a generation of youngsters who are keenly aware of and highly adaptable to the surroundings, and very sensitive to the various issues in life.  Only then will they have sufficient self-confidence to face the future world and can we resolve the juvenile problems that our society is facing now.  Actually, I feel that this society of ours does owe our young people a lot.





	Finally, I would like to mention that Mr LEE Kai-ming has also said that if we have done our part well, we will not be afraid of labour importation.  On the contrary, we can take advantage of the foreign resources to build Hong Kong into a society of high technology and high productivity.  Only when we have a good business environment and abundant supply of skills and talents can foreign investments be attracted here.  Only when there is ample supply of investments can employment opportunities be genuinely created; and we cannot just keep asking for money from employers as it will never solve any problems this way.





	Madam President and fellow colleagues, Hong Kong is no longer a "borrowed place" and we are no longer living in a "borrowed time".  I hope that everyone will give our best together and head towards this goal.





	Thank you, Madam President.














PRESIDENT (in Cantonese): Mr YEUNG Yiu-chung.








MR YEUNG YIU-CHUNG (in Cantonese): Madam President, I have listened to many of the Honourable colleagues' speech on the Budget,  most of which have approved and affirmed it, and I am no exception.  I think that it is a Budget worthly of our support as it is stable, practical and balanced.  At the same time when this Budget is affirmed, the community has given many different comments and advices such as the forecast on economic growth, the measures to stimulate the economy, the ways to stabilize the property market, and the level of reserves.  As our views are diverged, we need to further explore and study in these areas.  





	I wish to express my personal views on two rather prominent questions.  Firstly, should we look after the middle class?  Some critics have commented that the Budget is in favour of the middle class. But my question is: Why do we not help them?  Is it that they have no contribution to society so they should not share the fruits of  prosperity?  The answer is obviously negative.  These criticisms are indeed far from the reality and smack of breaking up the community.  The middle class has paid taxes consistently, enjoyed little social benefits, but suffered the most during the financial turmoil.  The middle class is naturally the group which receives most favours when the Government wishes to ride out the storm.  This approach is not only practical, but also conducive to stimulating the economy.             





	The majority of teachers in Hong Kong belong to the sandwich class and they need to shoulder a heavy burden to pay mortgages and rents.  The Budget has relieved the teachers' financial burden as well as bringing positive signs to encourage them to pursue further studies by introducing Salaries Tax concessions, new deductions on home mortgage interest payments and training expenses concessions which rise sharply by 50% from $20 000 to $30 000 annually.  The budget is warmly welcomed by most teachers.





	Secondly, should the Budget be more generous?  It is considered that the SAR Government can make more strenuous efforts to ride out the storm, and I personally agree with this view.  With our fiscal reserves standing at over $450 billion, the Government seems to be too "mean" when it makes the annual fiscal budget with a surplus of $10.7 billion, which is yet a conservative estimation.  So there is still room for manoeuvre in riding out the storm.  The Government can neither make a deficit budget in times of the most disastrous financial difficulties in Hong Kong, nor make a surplus budget for the purposes of riding out the storm to the largest degree, and stimulating the economy.  It can both store and return wealth to the people to help the Hong Kong people tide over the difficulties as early as possible.  The increase in fuel tax, in particular, has generated lots of criticisms recently.  It seems that it is not necessary for the Financial Secretary to be so rigid about the merely $0.3 billion revenue and insist on such a controversial reason to levy the duties.  He has risked universal condemnation of being inhuman to show no pity; of being unwise to lack political wisdom; and of being cowardly to show reckless courage only.





	Nowadays, companies often cut staff and close down due to the economic slump.  Unemployment rate keeps rising, especially among the middle class of which an increasing number are unemployed.  Under these new circumstances and new trends, the Government should pay close attention and consider proper ways to solve the unemployment problem of the middle class as soon as possible.





	I wish to discuss the education question in particular:





	In the year 1998-99, the Government has made quite a satisfactory budget on education expenditure.





	Firstly, the fundings for education are increased considerably.  The total education expenditure for the new fiscal year is $53.2 billion, or 3.5% of the GDP.  It is a relatively large increase compared to 3.3% last year and it makes a record in history.  The recurrent expenditure on education is $42.9 billion, a substantial increase of 6.3% comparing to last year's figure.  It has outperformed the 5.7% real growth for all the other policy areas and the 3.4% real growth in recurrent expenditure on education in 1997-98. 





	It is considered that the actual growth rate of the total education expenditure for the year 1998-99 is far too low at 1.4% only.  In fact, there are reasons or excuses behind this.  The Government has granted a $5 billion lump sum for the Quality Education Fund in the year 1997-98.  If this special sum is excluded, the total education expenditure has increased by 12.7% comparing to last year's figure, which is not a small growth indeed.                     





	Secondly, there is a breakthrough in the graduate force for the primary schools.  I have commented during the Second Reading of the budget for the year 1997-98 that the progress of increasing the graduate force for government primary schools is very slow.  I pointed out that it was doubtlessly a "fantasy" to achieve the goal of having 35% of the primary school teachers in Hong Kong being graduates in 2007.  The goal will only be achieved if the number (350) of graduate primary school teachers is increased.  It is a congratulating sign that the number of graduate primary school teachers will be increased by nearly four times from 350 last year to 1 380.





	During the Budget debate last year, I proposed "we should make the number of whole-day primary school students in proportion to the number of primary school students in Hong Kong as our objective in promoting whole-day schooling."  I was gratified that the proposal has been accepted by the SAR Government.     





	In addition, the Government has allocated resources to provide additional native English-speaking teachers for secondary schools, to provide all kinds of support to schools using mother-tongue as medium of instruction, to provide additional clerical support for primary and secondary schools and to promote the application of information technology and so on.  All these have indicated that the SAR Government is "committed, capable and willing to spend" in developing education.





	Certainly, the budgeted estimate for expenditure on education does have deficiencies.  For example, the progress of primary school whole-day schooling is very slow.  There is an increase of only 21 whole-day primary schools for the year 1998-99, which is less than the 26 whole-day primary schools for the year 1997-98.  The subsidy on pre-school education is very little, just $110 million, which is of little assistance to improving the Kindergarten Subsidy Scheme.  It also turns the clock back on the work of reducing the number of students in each class.  That the number has not been reduced, but increased by two pupils instead is really astonishing.





	I would like to make several suggestions for the future development of education in Hong Kong.





	Firstly, to maintain an increase in education expenditure, particularly to a large degree in kindergarten subsidy and primary school education expenditure.  Two years later in 2000, the funding for education should be increased from the present 3.5% to 4% of the GDP.





	Secondly, to improve the salary scale of primary school teachers and create a separate scale for graduate teachers, as well as to resolve the phenomenon of "same work different pay" immediately between graduate primary school teachers and graduate secondary school teachers.





	Thirdly, to fully implement the "one social worker per school" arrangement as soon as possible.





	Fourthly, to improve the study environment in schools and install air-conditioning facilities in primary and secondary schools in Hong Kong as soon as possible.





	Fifthly, to allocate a computer technician in every primary and secondary school in Hong Kong to take care of all computer management, maintenance and repair work in schools.  





	Sixthly, to put into practice the medical insurance scheme for all subsidized schools' teachers as soon as possible.  This Council has passed a motion on this matter and related government officials have made positive responses.  But since this initiative cannot be incorporated into this Budget in time, so we hope that the Government will study and implement it when it formulates the next budget.





	We hope that when the SAR Government injects more resources into education, it has to strengthen its monitoring of the effectiveness of education investment.  Apart from being "willing to spend", it should also "pursue cost effectiveness".  Not only should the enormous education fundings be used properly, but used effectively as well.





	I so submit.  Thank you, Madam President.





	 


PRESIDENT (in Cantonese): Mr Andrew WONG.








MR ANDREW WONG (in Cantonese): With your indulgence, Madam President, I should like to follow the Honourable Allen LEE's example of reading out a letter in my speech.  My aim is not to say that I have contributed to the concessions in the Budget, as everyone both within and outside the Council have contributions too.  I just wish to comfort Mr Donald TSANG, the Financial Secretary through this letter, and I also wish that he will not be offended as the saying goes, "since one has the courage of making convictions, one must be prepared to accept the consequences."





	Madam President, this so-called "Hong Kong family letter" which was completed only this noon reads as follows:





"Dear Donald, my alumni of a different class from the same school,





	"You truly suffered yesterday!  The Budget, which the general public warmly welcome and helped the Chief Executive win his popularity back again, was criticized, probed and jeered, and it is too painful to see that.  Therefore, I returned home at 5 pm yesterday, but you had to stay in the Chamber and listened to 34 Members making speeches, you had truly suffered.





	"The job of the Financial Secretary is really not an easy one!  Donald, your role is not only like "a clever housewife who manages her home" and saves up expenditures, but also "generates wealth" and takes control of the tax revenues and income.  In addition, you have to "prepare for the bad times" and look after the overall economy.  You know that I have lectured on Public Finance Administration in the Chinese University for over 27 years. So I have a profound understanding of the difficulties of being a Financial Secretary.        





	"Firstly, I must discuss the standard for government fiscal reserves levels as set down in the Budget.  In fact, you know that you are not the first Financial Secretary who set down this standard.  When Sir Philip HADDON-CAVE, the Financial Secretary set it down in the '70s, it came to nothing due to the economic downturn.  The reason why you mentioned this matter about the standard is because it is very difficult for you to reject the demands to increase the use of reserves.  These demands can be contradictory to the prudent financial management principle of expenditure growth not exceeding economic growth.





	"You have not "set rigidly" the standard for the reserve level.  As once it is "set rigidly", do we have to both increase tax and reduce expenditures to cope with our finances if our reserves are depleted to certain levels?  You have smartly said, "it is important to stress that I have proposed these guidelines in the light of present conditions, fresh from the experience of an historic regional financial crisis.  My colleagues and I will review the guidelines once we have built up some experience in following them."  (Paragraph 61 of the Budget speech)





	"Maybe you are too smart.  Sometimes a smartie will suffer because he is too clever.  It may be better to be more sincere.  Is it not correct that your budget tries to firstly, increase expenditures on the principle of expenditure growth not exceeding economic growth; and secondly, provide tax concessions on the principle of not damaging the long-term stability of tax revenues?  Thirdly, leave the reserves as they are, as our reserves are by chance very sufficient now at $446 billion.  Would it not be better that you may try to think about it and be honest?  Or do you like the citizens, Members and politicians to call you Donald Duck or a miser?"





	Madam President, I go on to write as:





	"Secondly, the expenditure. Members asked for a further increase of expenditure yesterday to ride out the storm and stimulate the economy.  This can indeed achieve what is written on the Budget headline, "Riding out the storm, Renewing Hong Kong Strengths", and I have the same feeling about it.  I have all along thought that the Government's administrative duties are two-fold, primarily in "relieving the pain of the people" and secondarily in "increasing human freedom".  This view is philosophically different from the views of major political parties and other Members.  It is not purely because I think that it is morally superior to "relieve the pain of the people", but because we can constantly strive to become stronger only if we have freedom.  To increase freedom is a strong booster to stimulating society and the economy.  Economic development should not be guided, supervised or even monitored by the Government, or the economy will become a pool of still water or even totally diminish under wrong decisions. 





	"Though I am dissatisfied with the Budget estimates for initiatives to ride out the storm and "relieve the pain of the people", for example, the meagre $380 increase in Comprehensive Social Security Assistance, I understand that all the policies covered the expenditure estimates were set down beforehand, and we cannot amend them completely in the Budget.  I understand you not because I have taught Public Finance Administration for 27 years, but by practice.  When you first worked as the Sha Tin District Officer in the early 1980s, I was the Chairman of the Finance Committee of the Sha Tin District Board.  When I prepared the policies in the expenditure estimates, they were initially decided by the various district board committees and the district board general meetings.  The overall expenditure estimates of the Government is also set down in the same manner.  I wish that in the year 1998-99, you will not resort to limited resources as the grounds to turn down the requests of each board or department to amend old policies and submit innovative policies, but will meet the demands of expenditure to ride out the storms and relief the pain from people.





	"According to the table in paragraph 76 and Appendix A (page 14) of the Budget, we can see the culmulative growth in government expenditure and in public finances relative to the culmulative growth in GDP.  Both of them are lower than the culmulative growth in GDP all the year round.  In fact, the Government has the capability to further increase public expenditure at this stage.  Article 107 of the Basic Law does not restrict that it cannot be higher than the GDP for every year, but it is to "keep the budget commensurate with the growth rate of its gross domestic product.  Therefore, Donald, you do not have to be overly prudent."





	Madam President, I continue to say to the Financial Secretary that,  





	"Thirdly, government revenue.  Donald, your 1998-99 Budget is a big success as well as a failure.  Though we cannot say no one will follow what you have done in your proposal on the several tax concessions, it is indeed unprecedented.  Though it cannot satisfy everyone, it is generally welcomed by the people.  You are so bold to introduce the new measures of home mortgage interest tax deductions.  Though it cannot satisfy everyone for its five-year restriction and the annual amount at $100,000, it is still a big step forward in marching towards the objective of "everyone can purchase his own home".  It also makes people think that the Government has pity in freezing government charges.    





	"When you mentioned the proposal to increase the tobacco duty according to inflation, I cannot reject it.  Even if you mention to increase the alcoholic drink duty to reflect inflation, I will not reject either.  Regarding an increase in fuel duty pegged to inflation, I do not have any strong opinion for generally speaking, the increase in fuel duty is meant to suppress the excessive use of vehicles and fuel.  I accept this, or even I should accept this.  However, Donald, when you insisted on the increase and then issued a warning in handling the objections of all parties, the industry and the political sectors, you made a big mistake.  I think it has nothing wrong to insist, or your insistence will even be admired because "you have chosen what is good and persist in adhering to it".  However, when you said you would adjust or amend and withdraw other revenue proposals, it was not wise and humble and came through as some sort of intimidation.





	"Donald, you should be aware that though we are debating the question on the Second Reading of the Appropriation Bill 1998, Members must take this opportunity to exert pressure on you and urge you to promise to withdraw or amend those bills related to the fuel tax increase.  To bargain with Members cannot stop them from criticizing in their discussion of the seven items including the Second Reading of the Dutiable Commodities (Amendment) Bill 1998.  But you cannot practically withdraw any one of the seven bills before their Second Reading is completed for this is prohibited under the Rules of Procedures.  This approach will further generate a heated debate on the Second Reading of the Appropriation Bill 1998, so what is the point of doing so?





	"I expect that the Appropriation Bill 1998 will be passed.  Members are just asking not to increase the fuel duty, so just accept it and submit related amendments by the Government, or else all the parties and Members will try to propose an amendment as fast as possible to reduce the fuel duty to the 1997-98 level.  I suggest that you should never make any amendment to other tax concession bills, or the controversy will not only be escalated, but the Government must be bound to fail.  It should also not withdraw other tax concession bills after they have been read the Second time, or else it will greatly disappoint the people and undermine their confidence. 





	"Donald, I really appreciate the speeches of the Honourable David LI and Paul CHENG.  They admire you and I also give you 99 points for the Budget.  I understand it is difficult being a Financial Secretary, so please do not add new difficulties to yourself.





	"Donald, I will pray for you, and for Hong Kong as well.





Your old classmate Andrew 12 March 1998."





	With these remarks, Madam President, I support the Second Reading of the Appropriation Bill 1998.        


	


    











PRESIDENT (in Cantonese): Mr Howard YOUNG.








MR HOWARD YOUNG (in Cantonese): Madam President,





Airport Passenger Departure Tax and Hotel Accommodation Tax





	The tourism industry welcomes Financial Secretary's move in reducing Airport Departure Tax by half to $50 when the new airport opens on 6 July 1998, and in reducing Hotel Accommodation Tax from 5% to 3%, thus reducing the costs to tourists visiting Hong Kong.  The Liberal Party has been calling for a reduction in hotel tax for more than two years, and are happy that our pleas have now been heeded.





	However, we all understand that the little money which tourists can save as a result of the reductions will not be enough to attract tourists, and the tourism industry will still need to find ways to attract tourists to Hong Kong.  The significance of the action by the Government in this instance is not merely in dollars and cents, but in the message conveyed to our community and to overseas tourists that : we do care for tourism.





		When the Airport Passenger Departure Tax was last reduced from $150 to $50 a few years ago, it was not supported by all Members of the Legislative Council.  Some people, perhaps including some of those parties and individuals sitting here today, have accused the Government of neglecting the needs of the elderly for the sake of tourists and those who were rich enough to travel.  I recall that the tourism industry had to lobby hard to get Members to vote (there was a division then) the reduction through.





	This time, I think everyone will support the reduction.  This in itself is a reflection that the recent downturn in tourism has brought home the message loud and clear that everyone should support the tourism industry.





	I hope the reduction will serve as a stimulus for the community and the trade to act in concert to bring tourists back.








	As a result of greatly devalued Asian currencies, prices in Hong Kong will appear to be a great deal higher than those of our neighbouring countries.  Many tourists are now visiting our neighbouring countries instead of Hong Kong  because of our high prices and lack of new tourists spots .  The Government must take active measures to conduct studies on and allocate funds for developing new tourist attractions like a Hong Kong Exposition.





Spirits duty





	I am disappointed that the Government did not lower duty on spirits to match that of wine in this year's Budget.  Even though the reduction in wine duty had been a controversial subject in last year's budget debate, and it was anticipated that the reduction would result in reduced revenue for the Government, it turned out that the gross revenue collected on wines had actually increased by 7%.  Hoteliers have also passed the benefits of the reduction on to their customers to the satisfaction of all.  I hope that the Financial Secretary will consider reducing spirits duty next year.





Subvention to the Hong Kong Tourist Association





	The growth rate for subvention to the Hong Kong Tourist Association next year has been cut in comparison with last year.  Since there was a decrease in the number of tourists visiting Hong Kong in 1997, more provision for promotion should be allocated to attract more tourists to Hong Kong.  Many of us have noted that in Hong Kong, Southeast Asia and Europe, there appears to be more tourism promotion by Singapore than Hong Kong on the television and in magazines.  In a time of downturn in the tourism industry, government subvention to the Hong Kong Tourist Association should be increased for promotion of the Hong Kong tourism industry.





	It has been confirmed by recent international surveys that Hong Kong still has a lot to offer as a destination.  If we do not devote major efforts to spread the message and promote Hong Kong's attraction as a tourist spot, how can we expect tourists to know what we have to offer?  We must not take a thriving tourism for granted.








Environmental protection





	While the provision for most areas has increased, the provision for environmental protection saw a negative growth of 14.9%.  In an age of increasing concern over environmental issues, more provision should be allocated to protect our fragile environment.  The Government should be able to see the importance of such important issues, not just as some other efforts on promoting alternative tours, but for the health of every citizen.  The Government must act early before our environment is too damaged.





Tax deduction for home mortgage interest payment





	I support the Financial Secretary's proposals on providing tax deduction for home mortgage interest payments.  Ever since when I was an Urban Councillor, back in 1979, 1980 and 1981, I suggested that there should be a similar tax allowance.  Recently I went through the official record of proceedings of the Urban Council annual debate, which is the only occasion on which Urban Councillors are allowed to speak on non-Urban Council matters.  Some of the criteria I mentioned then for taxpayers to be eligible for the tax allowance were:





	1.	the flat must be a completed residential flat issued with occupation permit;





	2.	the taxpayer and his family must actually be dwelling in the flat themselves and not let it out to others;





	3.		the ownership must be in the taxpayer's name; and





	  4.	the tax allowance should be limited to one flat per family.





	The criteria which I mentioned were indeed very similar to what the Financial Secretary has proposed in this year's Budget, and I am sure they are in line with many similar opinions expressed by members of the community over the years.  This is also in line with the belief and efforts of the Liberal Party over the past few years in providing relief for home owners.  It merits our support.














Relax travel restrictions for mainland Chinese visitors





	Even though not directly related to the Financial Secretary's Budget speech, I wish to thank the Financial Secretary on behalf of the tourism industry for bringing back good news to the industry that the Mainland will relax travel restrictions for mainland visitors after his meeting with Mr LIAO Hui, Director of Hong Kong and Macau Affairs Office in Beijing.  In recent years, the Mainland has become our biggest source of visitors, and even though the number of tourists from Southeast Asian countries has declined as a result of the recent economic downturn, the number of tourists from the Mainland has not been affected.  In view of the considerable growth in the Mainland economy in recent years, a relaxation on travel restrictions for mainland visitors will not only benefit the tourism industry of Hong Kong, but also help the catering and retailing industries tide over their present difficulties.





	However, I must point out here that our service standards must be improved, as complaints have been received from mainland visitors that they are not well treated.  The public should be educated to realize the importance of tourism to our economy, and we should be courteous to all visitors, including those from the Mainland.  In this respect, the Hong Kong Tourist Association's "be a good host" campaign which was launched last week would help to educate citizens on the importance of the tourism industry.  We are aware that Thailand has also got great ambitions to achieve the target of attracting as many as 500 000 mainland visitors/trips to Thailand in this year.  Therefore, the Hong Kong Tourist Association's "be a good host" campaign should be rendered the same kind of support as the Budget.





	I so submit.    








PRESIDENT (in Cantonese): Mr Bruce LIU.








MR BRUCE LIU (in Cantonese): Madam President, today, the Provisional Legislative Council holds a debate on the Budget after the establishment of the Special Administrative Region.  This can be regarded as the first and the last time in history, as the next Budget debate will be in the Legislative Council.  








	Although I will also stand as a candidate in the Legislative Council Election, it seems that I have just taken part in a battle that has seen its result even before it is started.  As this debate is so historic which can be regarded as once in a blue moon and should not be missed, I, of course, will not miss this opportunity to speak for the grassroots.





	Madam President, after his presentation of the Budget, the Financial Secretary has attended various consultation meetings in applause.  Until yesterday, he continued to score more merits than demerits in society.  However, the situation reversed suddenly yesterday.





	Today, I do not wish to join the list of big hands.  However, I would like to represent the Hong Kong Association for Democracy and People's Livelihood (HKADPL) to point out some concrete, minor or very microscopic problems in the Budget which we are not satisfied with.  These are all concrete problems.  I would like to point out seven microscopic points.  Although they cannot be regarded as the "seven sins" of the Budget, I would take them as seven deficiencies.  I hope the Financial Secretary can strive for improvement on these problems.





	The first one is what I call "seeing but not noticing".  In the discussion of the Finance Committee, a lot of Members noticed one point and that is that Hong Kong has some city traps which should not exist in such a modernized society.  However, up till now, the Hong Kong Government has put very little effort in this aspect.  One of the matters is that among the 50 000-odd private buildings in Hong Kong at present, half of them are over 20 years old and they are in a very dilapidated state indeed.  The problems in these buildings such as illegal structures, blocked fire escapes as well as numerous dangerous signboards can in fact be resolved.  However, the Government has put very limited resources in this aspect.  To what extent is it limited?  For example, the Government said that it would assist some owners to set up Owners' Corporations to mitigate the problem.  It was a case of much said but little done.  In the actual implementation, only 12 extra liaison officers were employed.  The Secretary for Home Affairs is shaking his head.  He, of course, should shake his head!  And he should shake more vigorously for with such a limited increase of manpower, how can the problem be resolved?  This deficiency, which is known as "seeing but not noticing", is very serious.








	Moreover, the Government said that it would assist some owners to set up Owners' Corporations.  How many buildings are expected to be assisted in future?  The answer is 200 blocks.  There are altogether 50 000 buildings in Hong Kong and the Government can only assist 200 blocks.  If all buildings are given assistance to complete the task, how many years will it take?  It takes 10 years to assist 2 000 blocks and 100 years to assist 20 000 blocks.  That is to say, it will not be completed until the century following the next.  Such "snail's pace" progress obviously cannot improve the problems encountered by Hong Kong.





	The second deficiency is known as "heaving but not listening", that is, the Budget can be regarded as ignoring the difficulties faced by the grassroots completely.  In particular, for the elderly who are now waiting to be admitted by homes for the aged, I consider that the services provided are really insufficient.  I see that many elderly have to wait for years and some even answer God's call while they are still waiting.  Will the Government put more effort into this aspect and pledge that if there is a genuine need, they can be admitted by the homes for the aged after they have waited for a year?  In fact, the Government can achieve this.





	Secondly, after attending some meetings with the public housing residents, there are always someone criticizing Mr WONG Shing-wah excitedly.  Some of them are the crowded households.  They wonder whether it is useful to talk so much?  After they have moved into the public housing units, the Government seems ignored them.  The Long Term Housing Strategy Review launched recently seems to have ignored the problem of crowded households completely, stating that the standard of crowded households would not be reviewed at the moment.  The Government has invested too little on these people indeed.  I hope that the Government will put more effort into crowded households under the Long Term Housing Strategy.  The HKADPL will encourage those affected to voice their need to the Government.





	The third deficiency is that "the Government will not help you even it is able to do so".  According to a recent survey, the public is concerned mostly about the problem of unemployment.  We have discussions on this issue for a long time.  How to solve this problem?  Certainly, it can be solved through retraining, job matching and other methods.  Another way is to set up an unemployment fund to help those who are temporarily unemployed.  As regards the proposal made by Miss CHAN Yuen-han yesterday, the HKADPL has raised a lot of opinions on this issue in the past.  I hope the Government can consider this proposal again and not to ignore it completely.





	Another problem is Rates.  The Government said that Rates would be reduced a little bit in response to the anxious voice of the masses.  We urged that Rates should, at least, be reduced by two percentage points.  Ultimately, the Government only reduced the rates by 0.5 percentage point.  In fact, the Government could do more in this area.  I considered that the Rates should, at least, be reduced by 0.8 percentage point to 4.2% as suggested by Mr LEE Kai-ming, or even one to two percentage points.  In fact, as regards the Urban Council, its rates revenue has not yet reached the lowest limit.  If the Urban Council and the Regional Urban Council can set off each other and be viewed as a whole, there is still much room for the Government.  However, the Government is not willing to do more and move further.  It is very disappointing.  As regards the 8% increase in personal allowance, it is just better than nothing.    





	Moreover, concerning the problem of cage homes, they still exist in such a civilized society like Hong Kong.  In the past two years, I have attended the public hearings of the International Covenant on Economic, Social and Cultural Rights held by the United Nations.  The international community cannot understand why Hong Kong, with fiscal reserves as much as $ 500 billion, cannot resolve the problem of cage homes.





	Members of the Provisional Legislative Council visited Singapore recently.  The social condition of Singapore is similar to ours but they do not have cage homes.  Can we formulate a social policy and a timetable to solve the problem of cage homes once and for all?  In fact, the Government can do more in this area but why does it not put more effort into it?  On 2 July this year, the Bedspace Apartments Ordinance will be fully implemented.  By that time, a lot of people who have genuine need may become homeless because of the implementation of this Ordinance.  The Government said that 27 accommodation places would be reserved to meet the demand.  Will 27 places be sufficient?





	The fourth deficiency is "the Government has not helped you but assumed that it has done so".  Who will lodge the largest complaint?  Those who have been waiting for the allocation of public housing for years and are still suffering from the high rents of private housing.  I have raised a similar question in the Question and Answer Session.  The Budget has not offered them any help.  They have to suffer from high rents.  They have to wait for seven years on average and some even have waited for many years.  Does the Government have any methods to help them?  The HKADPL proposes that they should be granted with rent assistance.  In fact, the Government can consider this suggestion thoroughly.  But again it has closed its doors on this.  Can the Government do more in this area?





	The fifth deficiency is "with the intention but not the ability", that is, the Government has not tried its best.  Take an example.  When the Ombudsman attended the meeting of the Finance Committee, I raised a question.  The number of cases handled by the Office of the Ombudsman has increased greatly.   It is because in the past, the cases should be referred by the Members of the former Legislative Council, and later, the Office could receive the public's opinions directly.  Thus, the number of cases has increased greatly by over 10 times.  The figure they provided shows that the workload is different from that in the past and the manpower should be increased by 2.1 times.  Therefore, they applied for an increase of staff from the Government.  In fact, 10 posts should be added, in which six of them are chief investigation officers, two being senior investigation officers and two secretaries.  The Government has however made provision for only two posts in the Budget.





	I deeply sympathize with the situation of the Ombudsman.  At that time, I wanted to query further but as it was very late, I had not done so.  I consider that in order to maintain a fair, high quality and high standard Civil Service in Hong Kong, the job of the Ombudsman is very important and it deserves our support.  With a shortage of investigation officers in the Office of the Ombudsman, their working efficiency will definitely be affected.  Actually, the Office requires 10 additional staff and the Government has only offered two extra posts.  I would like to ask, can this decision be regarded as an example of maladministration?  At that time, I wanted to complain to the Ombudsman that it was a case of maladministration.  I hope that in the next financial year, if the request of the Office is reasonable or there is a genuine need to employ more staff, the Government will support them.





	The last two deficiencies have nothing to do with the content of the Budget but are problems arisen during the whole consultation process by the Financial Secretary with the Members of this Council.      





	The sixth deficiency is "bluffing".  Mr Frederick FUNG has raised opinions on this point yesterday.  We refer to the way in which the issue of fuel tax has been dealt with.  The Government and the legislature should, in fact, maintain a relationship of partnership and co-operation.  When the legislature has reached a conclusion after a detailed discussion, however, the Government said that since Members have proposed to reduce the revenue by $300 million, the Government would try its best to reduce other tax reliefs by $300 million.  That is to say, the Government is determined to safeguard the sacred and inviolable net surplus of $10.7 billion.  This method adopted by the Government, obviously, runs counter to the legislature.  Shall we co-operate or start a new struggle?  I hope that the attitude of the Financial Secretary who has not spoken in these two days, but listened instead, or was willing to listen, or was just listening but not minded to speak, is not a temporary change.  In the Come Away Home, there are a few lines which are very suitable for him: "I know the past is beyond recall, but the future is still within my grasp.  I have not wandered far astray; I feel I am back on my right track."  When we vote down the proposal for increase in fuel tax, I hope the Financial Secretary will not run counter to us.





	The last deficiency lies in the fact that the whole consultation exercise seems to have been a case of "cry wolf".  Mr LAU Kong-wah and I have mentioned this point, and he has expressed something similar earlier that the Financial Secretary has released some "false information" during the process of the consultation, or say, he is "under the guise".  While information he released just kept on bad-mouthing, the actual situation is however not like this.  This is not only a psychological warfare, but also a case of "talking incoherently", giving Members a feeling that they have been made use of.  That we had seen fit to have breakfast with the Financial Secretary was meant to get an understanding of the actual consideration he would make so that we could offer him our opinions.  If the information he released was completely different from the actual situation, I think that Members, no "fools" as they are, may not be willing to have breakfast with him again in a year or two.  We urge the public officials to be honest.  This is the most basic requirement and virtue of a person.  I hope the Financial Secretary will not adopt this kind of method again in future.





	Lastly, I would like to state our stance towards the whole Budget on behalf of the HKADPL.  Although there are seven deficiencies, lots of insufficiencies and inadequate efforts for the grassroots in the Budget, the Financial Secretary has tried his best.  Therefore, we will vote for him for the first time.  However, if he does not co-operate with us in the fuel tax issue, we will still condemn him by that time.  Thank you, Madam President.








PRESIDENT (in Cantonese): Mr IP Kwok-him.








MR IP KWOK-HIM (in Cantonese): Madam President, in an article entitled the Herdsman by Guanzi, it says "the world worries not little wealth, but worries few talents to distribute the wealth".  It means when we administer a country, it is not necessary to worry that it has no wealth, but we shall only be anxious about nobody knows how to distribute the wealth sensibly and properly.  The situation in Hong Kong is very similar to what Guanzi has described.  Hong Kong's budget defies comparison in East Asia, but it is now facing the worst times since World War II.  The Government is urgently required to help the citizens heal their economic wounds caused by the financial crisis.  The emergency healing policies are namely, to reduce tax, to set down policies to stimulate economic growth, and to increase employment opportunities.  The Financial Secretary has time and again said that he will not be Moses, and he will not excessively use the taxpayers' hard-earned money in exchange for an instant applause, to prevent us from having any expectations for the Budget.  Nonetheless, the first Budget of the Hong Kong Special Administrative Region (SAR) Government was finally published and won support from the general public, especially the middle class who were overjoyed to see the dawn among difficulties in the economic downturn.





	It is a well-known fact that the middle class in Hong Kong is the most active in social and economic activities.  40% of the 1.4 million taxpayers aged between 30 to over 40 years belong to the middle income group.  Paying tax is a civic obligation, while enjoying the services and welfare provided by the Government is the right of the citizen.  It is an indisputable fact that the obligations and rights of these middle class have lost balance.  In this Asian financial crisis, the middle class is the first to suffer, not only in terms of the loss in assets, but also in terms of the strong attack to their spirit.  Many of them have purchased or paid mortgages for their properties with all their savings.  With the plunge of prices, they are not only affected by the rise in interest rates, but also influenced by their depreciating properties.  On the other hand, with the plunge of stocks, their wealth has shrunk.  The economic downturn has also affected the labour market.  The present unemployment trend is obviously different from the past as the middle class has now become the target to be laid off.  This new trend of unemployment is somewhat like adding insult to injury to the middle class.





	There are unprecedented tax concessions in the Budget for the middle class, such as the mortgage interest allowances, the widening of tax bands and so on.  These can help pacify the middle class and relieve their psychological pressures, playing a positive role to keep them ride out their recent storms.





	It is doubtlessly correct for the Budget to direct at "riding out the storms", but we think that it is not far enough.  An obvious example is to reduce just 0.5% of the rates percentage charge for as short as one year, and the Treasury will forego $1.7 billion only.  The Government is obviously stingy as the estimated surplus is $10.7 billion.  The Rates cut, compared with the surplus, is only a drop in the ocean.





	Now, we can see "riding out the storm" right in front of us, but to achieve the other half of the Budget theme ─ "renewing Hong Kong Strengths" ─ is a long and strenuous way ahead.  Everyone must have the spirit of "renewing Hong Kong strengths" to build up a prosperous Hong Kong.





	Madam President, the SAR Government has been established for more than half a year.  The Government can function as normal, but it relies on a group of civil servants to devote their efforts to serve the public in Hong Kong.  During the economic downturn, and frequent lay-offs in big organizations, the Government, as the biggest employer in Hong Kong, will increase 4 017 posts for the year as proposed in the budget.  This expansion of the civil service ranks is unprecedented in recent years.  There is indeed practical needs to increase manpower to cope with the new development in society, but as an administrative body which manages the civil servants all over Hong Kong, the Civil Servants Bureau must closely monitor each government department to ensure that no redundancy is found in the structure and no public fund is abused.  Following the structural growth in civil servants, effective management is very important.  Therefore, we find that the Civil Service Bureau's programme to hold new advanced courses for top level civil servants as a trial scheme next year is commendable.





	Hong Kong is a place where the East meets the West.  After its return to the home country, the civil service system aimed at serving the general public has made increasing use of Chinese and Putonghua.  Thus there is a genuine need to enhance civil servants' knowledge of Chinese affairs.  In the next three years, the Budget will allocate $112.8 million for computer facilities and Chinese typing training courses to secretaries, clerks and administrative staff from all departments.  This shows that the Government is determined to use Chinese in the civil service system, and the Democratic Alliance for Betterment of Hong Kong (DAB) supports and welcomes it.  However, while the Government provides facilities to speed up the use of Chinese by civil servants, the Civil Service Bureau must make regular reviews on the use of Chinese by the civil servants to ensure effective use of the resources.





	Madam President, I wish to switch the topic of discussion to environmental protection.  Compared to last year's figure, the expenditure on environmental protection expenditure has decreased by 14.9% in the Budget (with a provision of only $6.4 billion), the largest decrease among all policy groups in the Government.  Some public opinions have reflected that our resources should be concentrated on improving Hong Kong's economic conditions in the present downturn, leaving environmental protection to a later date.  However, I have watched a television programme earlier about an interview with some foreigners.  When they were asked on which aspect they were not satisfied with Hong Kong, the answer was the pollution problem in Hong Kong, in addition to the expensive hotel room charges and commodity prices.  I cannot say whether these tourists are representative or not, but one thing I can confirm is that environmental protection is important to the Hong Kong business environment as well as our competitiveness.  Therefore, expenditure on environmental protection is absolutely an investment.  Besides, to improve the environment will be of great benefit to the health of all citizens.                                           





	The Government has explained that that the expenditure on environmental protection is reduced this year is because most of the large-scale environmental protection infrastructure projects are nearing completion.  So the non-recurrent expenditure has decreased with a similar drop in the overall expenditure.  Madam President, though it may be the case, it reflects that Hong Kong does not have any large-scale new environmental protection projects for this year or the next.  The existing infrastructure for environmental protection certainly cannot catch up with the development of Hong Kong, in particular our waste disposal will continue to rely on the landfills.  The central incinerator facility, which has been debated for a long time, also remains at the stage of feasibility and location study.  I am afraid that it will take another 10 years before the project can be completed.  It really makes people worry, with such a speed, that whether waste in Hong Kong will have any place to go some time in the future.


	Moreover, the Budget has earmarked over $50 million (40% of the overall expenditure on waste disposal) for disposal of chemical waste.  However, the chemical waste pollution problem is not solved at root for it is directly related to the present chemical waste disposal policy.  To quote engine oil as an example, as the firms which generate waste oil need to pay several hundred dollars to the Environmental Protection Department (EPD) or the recollection firms to dispose of it, some of them who are not willing to pay the charges just dump their oil illegally.  At the same time, the Government has to spend an additional tens of million dollars to burn the waste oil.  This approach not only fails to minimize the effect of pollution, but is also unwise in making up for the pollutors' responsibilities with public funds.  In fact the Government may consider exporting the waste oil for recycling, with the exporters paying for the recollection charges.  It is also possible to collect charges as a future disposal fund when the lubricant is imported.  It is believed that apart from improving the condition of illegal dumping of waste oil, the Government will not need to spend a large amount of public fund to subsidize waste oil disposal.





	Madam President, waste disposal is merely a temporary solution to protect the environment, and the permanent cure is to reduce generating wastes and enhance the public's awareness of environmental protection.  The SAR Government has perceived this problem, and introduced a consultative document on "Waste Reduction Plan", scheduled to be published in the middle of this year.  The emphasis of the plan has obviously shifted from minimizing pollution to minimizing waste production.  To make the public understand and agree with this change, it is very important to launch publicity drives to educate them.  However, the EPD is allocated only $300,000 for this initiative and the Government Information Services Department $1 million, adding up to a total of merely $1.3 million, a merge 6% of the scheme's total expenditure.  One really cannot help wondering the effectiveness of the whole programme.





	Madam President, the Financial Secretary has mentioned in the Budget that the Government will make another injection into the Environment and Conservation Fund.  This the DAB welcomes.  It is obvious to all what the local environmental protection groups have done to promote education for environmental protection.  However, due to insufficient resources, the coverage and effects of the Fund programmes are very much restricted.  A further injection into the Fund will doubtlessly encourage the environmental protection groups to participate in community education on environmental protection more positively.  Therefore, the Government should maintain this partnership relationship and try to use local forces to promote education in environmental protection.


	Another major environmental protection scheme the Secretary for Planning, Environment and Lands is working on is a trial scheme for Liquefied Petroleum Gas (LPG) taxis.  The scheme was launched last November with encouraging response from the community.  The Government should take this opportunity to expand the coverage of LPG powered vehicles scheme and increase resources to cope with this.  Besides, it should also closely study other types of environment-friendly vehicles so that we can bid an early farewell to diesel powered vehicles in Hong Kong.





	Madam President, "riding out the storm" is absolutely a very pleasant phrase.  Undoubtedly, the several tax concession proposals in the Budget have relieved the Hong Kong citizens, but it is not sufficient at all.  It is the responsibility of the SAR Government to lead the Hong Kong people away from the overcast.  To "renew Hong Kong strengths", we cannot rely solely on the will of Hong Kong people.  The SAR Government must create new development opportunities for the Hong Kong people, must build up an environment useful to competition and assist the underprivileged to return to society.  I believe that to revive the Hong Kong economy is not an empty dream, nor "riding out the storm and renewing Hong Kong strengths" official bragging.





	Madam President, as the Honourable CHENG Kai-nam has been hospitalized for treatment to his low back ailment, he cannot attend the Provisional Legislative Council meeting today to make a speech on the Budget.  The 10 DAB Members attending the meeting have made speeches to express the DAB's viewpoints and opinions on the Budget.  It depends on what the Financial Secretary is going to do!  The DAB's overall assessment of the Budget can be summed up in "riding out part of the storm and waiting for renewing Hong Kong's strengths."





	Madam President, I so submit.    








PRESIDENT (in Cantonese): 56 Members have spoken on this motion.  All Members in the Chamber have already spoken.  Dr LEONG Che-hung.








DR LEONG CHE-HUNG (in Cantonese): Madam President, thank you for permitting me to speak again.  I move that the debate on the Second Reading of the Appropriation Bill 1998 be adjourned to the meeting on 18 March 1998.








PRESIDENT (in Cantonese): I now propose the question to you and that is: That the debate on the Second Reading of the Appropriation Bill 1998 be adjourned to the meeting on 18 March 1998.








PRESIDENT (in Cantonese): I now put the question to you as stated.  Will those in favour please say "aye"?





(Members responded)








PRESIDENT (in Cantonese): Those against please say "no".





(No Member responded)








PRESIDENT (in Cantonese): I think the "ayes" have it.  The "ayes" have it.








NEXT MEETING





PRESIDENT (in Cantonese): In accordance with the Rules of Procedure, I now adjourn the Council until 2.30 pm on Wednesday, 18 March 1998.





Adjourned accordingly at twenty-one minutes to Seven o�clock.
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