114 HONG KONG LEGISLATIVE COUNCIL.

13th October, 1938.

PRESENT:—
HISEXCELLENCY THE GOVERNOR (SR G. A. S NORTHCOTE, KCM.G)).

HIS EXCELLENCY THE GENERAL OFACER COMMANDING THE TROOPS (MAJOR
GENERAL A. W.BARTHOLOMEW, CB.,CM.G., CBE, D.SO).

THE COLONIAL SECRETARY (HON. MR N. L. SMITH,CM.G).

THE ATTORNEY GENERAL (HON. MR. J A. FRASER, M.C,, Adting).
THE SECRETARY FOR CHINESE AFFAIRS (HON. MR R. A. C. NORTH).
THE FINANCIAL SECRETARY (HON. MR. S. CAINE).

HoN. COMMANDER G. F. HOLE, RN. (Retired), (Harbour Mader).
HON. MR. R. M. HENDERSON (Director of Public Works).

HON. MR. T. H. KING (Commissoner of Police).

HON. DR P. S. SELWYN-CLARKE, M.C,, (Director of Medicd Services).
HON. SRHENRY POLLOCK, KT, K.C, LLD.

HON. MR. J. J. PATERSON.

HON. MR CHAU TSUN-NIN, CBE

HON. MR LO MAN-KAM.

HON.MR S.H. DODWELL.

HON. MR LEO D'ALMADA E CASTRO, NR.

HON. DR LI SHU-FAN.

HON.MR A. L. SHIELDS.

MR . B. C. K. HAWKINS (Deputy Clerk of Coundils).

Presant by invitation of His Excdlency the Governor were His Excdlency the
Commander-in-Chief, Vice-Admird Sir Percy Noble,
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K.CB., CVO, Lieut. Cmdr. P H. Maheson (Hag-Lieutenant, H.M.S. Kent), the Right Rev. H.
Vdtorta, Vicar Apostalic of Hong Kong, the Hon. Sir Robert Kotewdl, KT.,CM.G,, LL.D., and
Dr. Cedly Williams

MINUTES.
TheMinutes of the previous meeting of the Council were confirmed.
PRES DENT'SADDRESS,

H.E. THE GOVERNOR.—Honourable Members—The presentation by Government
of the esimates for the next year isasuitable occason for ashort review of the drcumstances
in which the Colony finds itsdf and for an indication of the intentions of Government in

respect of the Colony's principd problems

Before beginning that task, which | will perform asbriefly as1 can, | take the opportunity
to express the hope that the new method of dedling with the estimates, which my predecessor
foreshadowed and | have gladly gpproved, will in practice commend itsdlf to you. The debate
on the resolution shortly to be moved by the Honourable the Financid Secretary will, it is
hoped, give an opportunity to members to discuss the generd finendd policy of the
Government; criticiam of detals in the draft estimates, on the other hand, will, | suggest, be
more gppropriate to subsequent discussons in the Sdect Committee, to which | expect the
draft estimates will be refarred, or, dtenaivey, to a later sage of the discusson of the
resolutionin Coundil.

Economicsand Finance

If 1 pass quickly over the economic aspect, in the narrower sense of the words, of the
Colony's affars it will be because, so far as finance is concerned, | do nat wish to take the
Council'stime on asubject which will befully set before them thismorning by my honourable
friend when he addresses himsdf to the principa business of to-day's meeting. There are only
two mgor itemsof finanad policy of which | will make mention: thefirg isthe changein the
system of water finances and the second the method of making what is known as the military
contribution.

Regarding the former, | hope thet the scheme now approved, which isset out in detall in
the esimates, will be found to be a satifactory compromise between the merging of water
financesin the generd revenue and expenditure and the compl ete separation which some have
advocated. The new arrangements are designed to secure ultimate control by Government
while ensuring, firdly, that adequate provison is made for the mantenance of the
undertaking's cgpitd equipment and, secondly, that water consumers pay no more and no less
than is necessary to meet the true cogts of supply.
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Asfor themilitary contribution, | could not fall to be sruck, soon after my arivd, by the
innumereble practica difficulties produced by the present method of cdculaing the
contribution and | addressad the Secretary of State Some months ago proposing anew method
of assessment which would do away with those embarassments. | have not yet had a reply
from the Secretary of State, but | Sncerdy trust that some improvement in the present method
may be agreed in the near future.

THE OUTLOOK.—Turning to economic issues in generd it gopears, & any rate on the
aurface, that the actud finandd outlook is satisfactory. With a large nomind surplus and a
prospect of alarger revenue this year than ever before in the Colony's history, there seemsto
be no danger of shortage of cash; though it is pertinent to add that conditionsin the Far Eat
make it advisable to review the figure which has in recent times been looked upon as a
sufficient cash baance, viz, $10,000,000. But the economic problems of a community are not
confined merdly to questions of cash finance; they indude aso the right devdlopment of the
essentid sodd sarvices which bring in ther own returns. As the Financid Secretary's
memorandum makes dear, the edimates of expenditure which are now before you show big
increases in the fidds of public hedth and public safety, induding defence, and much of thet
increased expenditure must be looked upon not only as permanent but dso as indicaive of
greeter demands of the same naturein thefuture: | shdl indicate later amaterid increase under
the head, Education, which results from the report of the Teacher Training Committee. This
report was not taken into congderation when the department’s budget was being framed. On
the other hand, while the Colony is not likely to experience financid gringency this year or
next, it is not to be expected that its revenues will maintain thar presant dimensons, patly
fortuitous as they are, when Sino-Japanese hodlilities come to an end. The prospect must be
faced, therefore, tha ather the polides represented by these devdopments of the sodid
services must be reversed or more revenue mugt be found. The former dternativeis, | hope,
unthinkeble: asfor the latter, it will not be serioudy contended thet this community is heavily
taxed a present and | bdieve that | correctly interpret the sentiments of the mgority in
assarting that further taxation to provide the amount necessary to support and develop those
policies could be borne without hardship, provided that fair and equitable means of levying it
arefound.

How that should be put into effect | am not prepared at thisSageto say: it isasubject for
dose expat examinaion. Our present sources of revenue are few and not very flexible
Moreover, owing to our specid economic conditions, certain obvious sources of revenue
aopear to be ruled out; but | am sure that it would not be beyond our abilities to devise means
of broadening the bags of taxaion in the Colony. | intend, therefore, in the near future to
gppoint a committee to make a thorough, but 1 hope not prolonged, examinaion of this
problem, which | believe to be, on along view, the mogt important financid question now
facing the Colony.
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STATISTICS—While on the subject of economics | may mention my intentionto crestea
Satidica Branch of the Colonid Secretarid. In many respectsthe datidticd informeation a the
digoosd of this Government is deficient or unscentificdly arranged; thereis a serious lack of
meachinery for the co-ordination of such ddigics as exis, and in nearly every case these are
crude In such drcumgtancesit might with sometruth be aleged that figures are given to usto
conced the facts. The fird-rate importance of wel-digested and well-corrdaed daidicsto a
Colony, which is s0 largdy dependent upon commerce and has, for example, such grave
population problems as Hong Kong, is indigoutable and the move will, | hope, be appreciated
locdly.

TRADE—The subject of economicsleads naturdly to thet of trade: the main facts of the
gtuation are too wel-known to cdl for recitd here. Summarised they are that thetotd visble
trade of the Colony was during the fird eight months of this year gregter than for the same
periodsin 1937 and 1936 by 15% and 58% respectively. As, however, this goparent progperity
is due to the misfortunes of our neighbours it is in no sense gratifying to its immediate
beneficaries

Trangportation.

The problems of the Colony rdevant to trangportation are numerous and of fird-rate
importance. Hong Kongis classed among the principd segportsin theworld; it isin process of
becoming a very important junction for an increesng number of ar sarvices and thereis a
prospect of a big increase in its rallway treffic. It is scarcdy necessary to add that these
problems cannat be considered atogether independently of each other.

THE PORT—On 31gt December, 1949, dl exiding pier leases expire and it is not the
present intention of Government to renew them. This decison raises severd vitd i1ssues, the
principa one beng whether the harbour is to be devedoped by Government, by an
independent corporation such asa Port Trug, by private enterprise or by some combination of
these methods. Closdy connected with the problem of adminidration is that of the physica
deve opment of the harbour.

In view of the eminent importance of these questions | intend to ask the Secretary of
Sate'sassgancein the sdection of oneor more expartsin port organization to whom they can
be submitted for investigation and advice.

NEW TuG—The question of whether thetug "Kau Sing" should be replaced was under
discusson when the esimates were framed and they, therefore, contain no provison for that
purpose. Government, however, has been investigating the advisability of building a vesd
which could sarve asalighthouse tender, atraining-vessd for the Hong Kong Nava Volunteer
Force and ameans of transport for the
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officer in charge of the Southern Didrict when visting the idand: it could dso be put to
occasond use for junk and sampan rescue from typhoons, anti-smuggling duty and so forth.
The provison of such acraft ssemsto be highly desirable: accordingly, the Sdect Committee
will be asked to express their views on the indusion of amount ad hoc: the codt is put a

AIR SERVICES—The rgpid growth in the use of this arport, with its progpect of grester
expandonin the near future, calsfor congderation being given to the adequacy of the exiging
accommodation and adminidrative arangements. As Honourable Members are aware, the
agrodrome servesadud purpose, being used both by the Royd Air Force and divilian aviators
It is to be expected that the former use will grow rather than diminish, but | am not able to
make any ussful forecast of its growth. Civilian machines, however, ae coming in rgpidly
increas ng numbers and tonnage. For ingance, during the first seven months of this year 7,700
passengers used the aerodrome, that number being more than double that for the whole of
1937, while goods and mail tonnage for the former shorter period was four timesthat for the
previous twelve months. The revenue from fees and licences collected by the Air Services
Department dso shows the very rapid growth of thistraffic. In 1937 it amounted to $25,800:
the firgt seven months of 1938 have dready brought in $35,600 to which should be added
$15,800 on account of chargesfor storage, rent and rates collected by the Treesury.

There arefive dr lines dready usng the arport and it isinevitable that the number will
grow. There is the further important factor that the modern agroplane tends to take
progressively longer runs in which to become ar-borne. In view of these important issues |
have appointed asmdl expert committee to examine the existing aerodromein the light of its
probable future needs and to advise upon what geps, if any, should now be taken to meet
them.

THE KOWLOON-CANTON RAILWAY —Physicd connexion with the Canton-Hankow
Ralway, now an accomplished fact, will, it may be assumed, lead to a large permanent
increase of traffic when peace again returns to China It has dready led to the indtitution of a
bi-weekly through passenger sarvice to Hankow and further traffic developments may be
expected in due course. The necessity for the erection of godowns and the condruction of
additiond ddingsisdear and plansarein preparation to thet end.

POSTS AND TELEGRAPHS—The ativities of the Postmadter Generd's department have
undergone severd changes and much growth during the lagt few months. On the one hand
Messs Cable & Wirdesshavetaken over dl commercid wirdesstransmisson reception and
ddivery. On the other, the department is now respongble for dl our internationd wirdess
communicationsand resarved officid sarvicesin the Colony; it aso receives and didtributes dll
meatter coming from press agendes throughout theworld. Theincreasein ar-borne mail
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has been phenomend and the new "All Up" sarvice with Greet Britain will bring a grest
expandon of the Colony’s Ietter mall. The progressivey high slandard attained by the Hong
Kong Broadcasting Stetion is meeting with the gppreciation which it desarves. | understand
that the number of current licences now extant have passed the ten thousand mark, an increase
of 18.5% over the number extant thistimelast year.

Foresry and Agriculture.

The esimates reflect the intention of extending the area under forests and a the same
time of tightening up consarvation methods egpedidly in respect of timber geding. |
understand that there has dready been anotable decreasein thiskind of larceny.

The Superintendent of the Botanica and Forestry Department has been indructed to
report on the posshilities of agriculturd development of the New Teritories induding the
larger idands. An agricultura reconnaissance of Lan Tau will be undertaken shortly and if the
results are sufficiently promising it will be followed up by an agriculturd survey. Admittedly,
it would, initidly, be rather expensve to make a smdl-settlement scheme attractive to the
pessant famer type but | beieve that it might prove remunerdive in the long run. In this
connexion it is noteworthy that of the 240 tons of fresh vegetables consumed daily in Hong
Kong alittle over 30 tons are grown in the Colony, the remainder coming from Kwangtung
Province and dsewhere. The figures for fresh meat ae equdly driking. Obvioudy it is
undesirable that the Colony should be so greatly dependent on externd sources for such
essentid commodities If such ascheme aso succeeded in relieving Victoria and Kowloon of
someof their unwanted sguatters and unemployed the Colony would be benefitted in a second
direction.

The Sodal Services. |. Heelth.

LIVING CONDITIONS IN HONG KONG—The two principa causes of human ill-being,
manutrition and dum housing conditions, dominate, | regret to say, the lives of avery large
mgority of Hong Kong's population. My predecessors set on foot two lines of inquiry which
amed a combetting these two enemies of human hedth.

NUTRITION—The Nutrition Research Committee gppointed by Government in 1937
has presented an interim report. The committegs main function was to fodter research into
locd nutritiond problems, and through its own efforts as wel as through exising socd
welfare organizations to make available to the people of Hong Kong the advantages of the
modern knowledge of nutrition.

THE Committee sponsored invedtigations into nutritiona disorders of pregnant women
a the Tsan Yuk Hospitd and smilar problems complicating the convaescence of cholera
patients. It dso carried out an important inquiry into the vitamin treetment of certain types of
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manutrition and accorded assstance to the Committee on the Overcrowding of Prisons by
evauating various officid prison diets and by making recommendations thereanent. Public
interest was invited to the subject of dietetics, and a series of taks on feeding of infants,
children and motherswas broadcad.

The Committee made two recommendations in its interim report, (1), the cregtion of a
whole time Nutritiond Research udentship, and (2), the enlargement of the Committee with
aview to increased attivities on its part. The former of these, dthough it has my full gpprova
in prindple, has not been carried into effect in the draft estimates as | am advised that it is
doubtful whether a suitable officer will be avallable in the near future: the latter has been
caried out and thereinforced committeeis continuing its functions.

HousING—The actud report of the Housing Commission, which will shortly beinthe
hands of members, is short but pregnant and there is gppended to it a thoughtful and
informative sudy of the principa features of Hong Kong's problems of this nature, made in
the light of the past experience of other countries. This gppendix is gated in the report to be
"only one of aseries of memorandd’ which Mr. W. H. Owen, the secretary of the Commisson,
compiled for the consderation of members. | endorse very strongly the high commendetion
which the Commission gaveto Mr. Owen'sva uable servicesto them.

The report brings out the essentid interdependence between dum dearance, hygienic
housing of the poorer dasses and town planning and, wisdy, it makes no pretence of being
find: itsmain recommendations, briefly summarised, are

() That surveys of many different kinds should be put in hand & once, in order to
esteblish thefacts of the case:

(2 that competent authorities be set up for thet purpose

(3 tha expert advice be sought when these prdiminary investigations have been
mede, beforeremedid expenditureisbegun on alargescde.

There are severd other suggestions of less, but far from inggnificant, importance, some of
which, a any rate, could be put into effect inthe near future.

The paragrgph which dedls with the requidte surveys is so cogent and comprehensve
that | quoteit here—

"Before the actua dearance of dums can be undertaken, it will be necessary to
prepare asurvey of loca industry and housing, each in rdation to the other; to prepare a
urvey of exiding buildings, particularly houses, in order to find the number and
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Stuation of thase which do not conform to acceptable Sandards; to prepare akey plan as
a guide to redevelopment as opportunity occurs, to survey Stes and prepare plans for
possble new devdopments; and to prepare legidation and devise machinery necessary
to give efect to town planning and housng schemes This preparaiory work and
eventud congructiond work will take many years and some form of permanent
authority will be necessary to organize, carry out and control such an undertaking.”

To cope with these surveys and the measuresto betaken inthelight of theinformation derived
from them the Commisson's counsd is that a consultative committee be gopointed to advise
Government on town planning and housing matters and that a permanent sub-department of
the Public Works Department be gppointed to carry out the actua surveys.

| have not yet had time to obtain the advice of the Executive Coundil on this very
important matter: the viewswhich | now express, therefore, must be looked upon as my own.
Persondly | am of the opinion that it would be better to sat up a once a Town Planning
Authority, containing technicdly eguipped members, whose functionswould be to meke these
invedigations and, subsequently, to submit for Government's condderation programmes of
town planning, dum dearance and housing, which, when goproved, the Authority would
cary out. In order to ensure liaison between the Urban Council and the Town Planning
Authority | condder that the Chairman of the Urban Councl should presde over the
Authority. | hope that voluntary helpers will be forthcoming for the conduct of the socid
surveys which are necessary for this purpose: these will provide a fidd where University
sudentswould find plenty of scopeand | trust that it will goped especidly to them.

A fundamentd issue is rased by the Commisson's obsarvation that there is no escgpe
from the sodd evils resulting from excessive populaion—excessve, that is, rddivey to the
number of people who could subss themsdlves properly upon the wage-fund avaladle in
Hong Kong, in thewords of the Commission "o long as an enormous reservoir of population
exigs a our door, unless it is a remedy which presents very serious difficulties, namdy
redriction of immigration." Such a policy of redriction would, | agree, be a momentous
innovation, asfar as Hong Kong's history goes, though it is commonplacein other parts of the
world: neverthdess| hold that it isour duty to face factsand to do right accordingly.

How the reform of housing and town planning is to be financed is a matter which can
safdy beleft to the future: it is quite obvious that such schemes as may be approved after the
facts have been ascartained can only be put into execution on aplan which will extend over a
long period of years it is dso gpparent that it will be codtly though not necessarily non-
remunerdive in the long run: further consderation & the present time of how theinitid cogts
areto be covered would befutile
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My recommendetions to the Secretary of State for the Colonies will be on these lines,
unless in the meantime | am persuaded to the contrary. The whole subject is of fird rate
importance and | do not wish to sampede public opinion upon it: | shdl, therefore, not submit
any such recommendations until the members of this Coundl have had time to form and
express thar own views On the other hand, the matter is not one which permits of indefinite
postponement: | hope, therefore, thet critics of the report and my expressed intentions will
ddiver themsdveswith no long ddlay.

PREVENTION OF DISEASES—Intimatdy connected with the mgor issues rddive to
nutrition and housing two other activities need to be congtant and ubiquitousif ahigh sandard
of public hedth isto be atained and maintained: these are infant welfare and antiepidemica
work. The former goes to the root of the matter, viz, the physicd wel-being of a human
community isin direct ratio to the education in hedth subjects which it recaives. The injury
uffered here and dsewhere by young children through the ignorance of wel-intentioned
mothersis gppdling. | am aware that much excdlent work is being done by the charitably-
indined and by Government to this end; but the pogtion will not be satisfactory till anetwork
of adequate wefare-centres covers the whole Colony. | hope to see a big extendon of this
beneficent activity during the next few years.

Epidemiologicd work hereis on the increase and, happily, without serious objection on
the part of those subjected to its discipline. During the firs Sx months of this year 823,530
persons were vaccinated againg smdl-pox under the powers recently conferred upon the
Medicd Department, very little difficulty being encountered by the operators. Theincurson of
cholerathis year following on the serious epidemic of 1937 proved that strong measures were
necessay to comba it. Quarantine was ded ared againg the infected partsin South Chinaand
was accepted by the Authorities there in aspirit of loya co-operation which this Government
gopreciaeshighly.

OTHER PREVALENT DISEASES—Tuberculogs, beri-beri and venered diseese are three
diseases which make great havoc among the poorer dasses here—obvioudy the fird two go
back to nutritiond and housing defects: the third is under spedid investigation & the moment.
Recently the arrangements made with the Shek Lung Mission for the treetment of lepers have
been revised and extended.

SALE OF FOOD—Two useful messures aimed a the prevention of diseases were passed
by the Urban Counail recently. One made compulsory the pasteurization of al milk sold tothe
public: this will come into effect on January 1<t next. The other controlled the manufacture
and e of recondtituted milk and cream. The problem of how to ded with food-hawking,
licensad and otherwise, is Hill to be solved. 1t is dosdy bound up with the very difficult
problem of excessve populaion to which | have dready dluded and may haveto
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wait for solution until peace returns to China But the fact must not be forgotten that the
practice of food-hawking endangers public hedth and isasign of backward adminidration.

HosPTALIZATION—It is, | believe, generdly known that some months ago | gppointed
a committee to report on the whole hospitdization sysem of this Colony with
recommendations for itsimprovement. | understand thet it is making very thorough and wide
investigationsinto itssubject.

REFUGEES AND DESTITUTES—A full datement having been made in this Coundil
recently of the intentions of Government for the housing of the Colony's surplus populaion
during thewinter it is unnecessary to dwell on the subject on thisoccasion.

Three campsarenow in course of erection, viz,

a North Point cgpableof holding 1512 peasons

a KingsPak oo 1,368
a MaTau Chung oo 2,016
o1 4896 persons.

The capitd cogt entailed is $545,000: maintenance cogts with the camps occupied to the full is
put a approximatey $1,000 per diem.

COST OF LIVING—The rise in the cogt of living, in respect of rents food and,
occasondly, firewood is somewhat disturbing. The measurestaken to counteract the tendency
of the firg of these have met with some success, though they have not, of course, solved the
whole problem. A very condderable portion of the population is ungble to find any
accommodation whatever and, as | have just daed, the public purse is being put to heavy
expenditurein order to house such persons during the winter. Food prices, it is reckoned, have
risen to the extent that to subsist alabouring dass family of four cogts about 8% more to-day
than was the case a year ago. The podtion is kept under dose review in the Secretariat for
Chinexe Affars

TheSoda Services 11. Education.

TEACHER-TRAINING—The committee gppointed to advise upon the training of
teachers has produced a very useful report. | have not been able to discuss it as yet with the
Executive Coundil, o what | say on the subject to-day must be regarded as my persond view.
That view is, briefly, that the committeds advice should be implemented as soon as is
practicable Not dl their recommendations are cgpable of immediate fulfilment: indeed it is
cdear that some of them were
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put forward as schemes intended for gradud implementation as drcumgtances dlow: al of
them, however, gopear to meto be acceptable on that underganding.

| congder that Government should initiate action upon the recommendations of the
report asfollows—

@

@

Post-graduate teachers—The pogt-graduate course which is advised for Anglo-
Chinese schoal teacherswould be held at the Hong Kong University and therefore
presents no immediate problem. The average number in the dass probably would
be about twelve, Sx with and Sx without scholarships, and, for thefird year or two
a any rae, itscogt would be unlikely largdly to exceed thet of the exiding system.

Non-graduate Anglo-Chinese and \ernacular Sthool Teachers—(@) The
nurang sgers quarters bdonging to the old Government Civil Hospitd are being
examined with aview to converting them into hostel accommodation and lecture
and other rooms for the sudents taking the two two-year courses If thet provesto
be impracticable it would be necessary to make some temporary arrangement and
to gve further condderation to the whole question of housng the Traning
Inditute.

(b) Theteacher-training aff should be drawvn asfar asispossble from the
deff of the Education Depatment, they being replaced by the engagement of
Universty graduates as magters on the department's Saff.

It will be advisable to proceed tentatively with whatever schemeis ultimately goproved
and it is not possible, therefore, to make any firm esimate of expenditure: but the following
gives areasonable forecast of what the recurrent cogt to the taxpayer would be if action were
to be taken in accordance with my ideas on the subject, formed asthey arein consultation with
the Vice-Chancdlor of the Universty and the Acting Director of Education.

The assumptionson which the caculation is based are that—

@

@

©)

the Indtitute will train twice as many teechers for the vernacular schools as for the
Anglo-Chinese schoadls,

in eech of the firg two years of the Inditute's exisence 24 teechers-inHraning of
each type will be accepted. In the third year and thereafter 24 will be accepted for
the Anglo-Chinese schools and 48 for the vernacular schoals

by the beginning of its second year norma wastage will have reduced each year's
new entry by one-sixth: this process would in its fourth year give the Inditute a
pupil population of 132;
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(4) 132 pupilsingx dasseswould require asteaching Saff 1 Principd and 7 magters.

On thisbads the cogt of the Inditute in the fourth year is put a $60,000, againgt which
may be szt the saving of $20,000 which is the amount presently expended on evening and
normd dassesfor teachers Two tables are gopended showing how thesefigures are reduced.

If these courses begin in accordance with the foregoing outlines at the beginning of the
next academic year, viz,, in September, the recurrent cost for 1939 will be in the
neighbourhood of $8,000.

Public Safety.

DEFENCE—Honourable Members will see congderable incressss in the edimates
under the head, Defence. | do not think that these will be adjudged as premature or exceeding
the needs of the case. In passing | make mention with pleasure of the greater part to be played
inthe Defence Corpsby Chinese.

Itisamatter of regret to methat | am unableto provide for the new heedquartersfor the
Volunteer Defence Corps, but their eventud Sting depends upon the settlement of one or two
wider questions which | hope can be brought to an issue of much advantage to the Colony. |
have dready mentioned that congderation is being given to the provison of a tug which
would sarve as atraining-vessd for the Hong Kong Nava Volunteer Force. The big demands
of the Air Raid Precautions Office mudt nat, | fear, be regarded in any way asfind; nor should
it be assumed that they represent dl that will be required even for the forthcoming year: aswill
be obsarved the greater part of the estimateisfor "Mohilization Stores” a the round figure of a
quarter of amillion dollars.

PASSPORT CONTROL —The rgpidly increasing number of passengerslanding at this port
has for some time put a full passport examination service beyond the physicd abilities of thet
section of the palice force engaged in that duty. Such a serviceisanecessity a a port such as
this and the estimates for next year contain abig increase of police personnd for that purpose.
Opportunity has been taken of this expangon to trander pasport office work to the Police
Department from the Colonid Secretariat.

CRIME—HFrom more than one source come disturbing Satements that juvenile crimeis
on the increese. The Colony is not yet properly equipped to ded with young criminds: the
Remand Home and the Indudrid School do much vauable work: but they are, a bed,
expedientsand it will, | fear, be necessary to provide asuitebleinditution in the near future.
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HEROIN—The increase in the use of this drug is highly deplorable. | am aware that
persons of other races than Chinese bear a great guiilt in this matter and | cannot express too
grongly my detestation of their conduct. At the same time without local help they could do
little harm to China and it is for the Chinese themsdves to fight and win this battle. Every
Chinese man or woman who takes any part in this nefarious indudiry is an enemy of hisown
nation and should be so regarded by every right-minded person. | hope thet the time is soon
coming when Chinese public opinion will range itsdf so forably againg this man-killing
industry and will put anend toiit.

PRISON DEVELOPMENT NEEDS— have recaved from the recently arived
Commissoner of Prisons severd suggestionsfor the re-organization of thelocd prison system,
and these are under congderaion. Ther principd amsare—

() moredficent reformatory methods,
(2 reduction by various means of the numbers confined in Stanley Prison.

| hope that before long it may be possble to inform this Council of Mgor Willcocks
proposasin detall and that provision for some of themwill be madein Sdect Committee.

PROTECTION OF WOMEN AND GIRLS—The legidaion passed this year for the better
protection of women and girls has | trudt, provided sufficdent sfeguards agang ther
exploitation by the unscrupulous. When the pressure upon the Attorney Generd's Department
becomes|lighte—and thereislittle progpect of that in the visble future—it may be consdered
desrable to recadt the exiding law in thisregard. But there is no urgent need for such action.
Honourable Members will be glad to learn that the recent legidation is working effectively
and amoathly.

MOTOR TRAFFIC—I| am informed that there are now 5,000 motor vehicles and 10,000
motor drivers in the Colony. As a not unnaturd result there has been a sarious increase in
acc dents connected with mator vehides. In these circumstances it would be unwise further to
defer the revison of our motor traffic legidation and the incdluson therein of provison for
compulsory insurance againd third party risks. This would have been done long ere this but
that this Government has been for some years awaiting draft modd legidation on the subject:
there seems, however to be little progpect of itsarrivd in the near future and | have requested
the Attorney Generd and the Commissioner of Police to confer with aview to the production
of the necessary hillsand regulaions

Labour and Indudry.
LABOUR DEPARTMENT —FOr some years the advisability of the cregtion ether of a

Labour Department or the post of Labour Officer within one of the Secretariats has been under
condderaion by this
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Government and | have now decided upon the latter dternative. The duties of the Labour
Officer will indude supervison of employment, paticulaly in o far as the lavs and
regulaions designed to benefit and protect labourers are concerned; investigation of the cost of
living and wagerates, the prevention and settlement by condliatory means of indudtrid
disoutes, and the promotion of methods of collective bargaining. The firg duty of the officer
gopointed to this pogt will be to sudy its somewha voluminous literature and especidly the
terms of the labour conventions to which Hong Kong, as an important unit of the British
Empire, should adhere, and therefter to organize his office accordingly. For thetime being a
any rate hewill be attached to the Secretaria for Chinese Affars. Thefollowing figures, which
show the growth of manufacturing indudtriesin the Colony, may be of interet to Honourable
Members. On December 31<, 1933, there were 300 factories regisered here, employing
38,550 persons: on July 31, 1938, therewere 779 employing 54,090 persons

BOILER INSPECTION—Regulaions governing the use and condition of boilers are in
process of being drafted.

MINING REGULATIONS—Recently Government reached the condusion that the mining
regulations of the Colony cdled for review and amplification. The Governor of Mdaya very
kindly put a my disposa Mr. A. E. Kershaw, M.C., one of that Government's Wardens of
Mines, who has furnished amost useful report: action will be taken thereupon in due course. |
take this opportunity to express this Colony's thanks to the Mdayan Government for the help
given by them.

Public WorksExtraordinary.

Vay full information on the Government's proposas for Public Works extraordinary
expenditure has been placed in the hands of members this morning. As the Honourgble the
Fnancid Secretary points out in his memorandum, next year'slist contains a number of maor
works, to be financed from revenue, which form part of afive-year devdopment programme
and incdludes a new Government House | invite the atention of Honourable Members to a
sessond paper lad thismorning, which makes public full detalls of thet programme.

| ds0 wish to bring to their natice item (k) in the Waterworks Schedule of New Loan
Works which is to be found in Appendix VI (). The intention is to begin next year
invedtigative work in the Ta Lam Chung Vdley, where another large sorage resarvoir is
planned. This year's experience has shown how necessary it is, in order to keep pace with the
congtant increase of consumption, to add to our reserve supplies. It may be expected, therefore,
if the invedigations go wdl, that the 1940 edtimaes will contan provison for the
commencement of large new works there. Meanwhile the completion of the catchwaters to
supplement the supply running into the Shing Mun reservoir will be pressed on.
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Miscdlaneous.

THE REVISION OF THE LAWS—The issue of the firs volume of the Revised Laws is
welcome. The honourable and learned Attorney Generd informs methat other volumesarein
preparaion and will belad inthis Coundil in successon as soon asthey are readly.

HONG KONG TEAM AT BISLEY —I| have been asked by Mgor Stears, who organized
and cgptained the Colony's team a Bidey lagt July, to convey to Honourable Members a
message of thanks for the finandd hep given by the Coundil. This done endbled the team to
aopear: asiswdl-known, thelr shooting did them and the Colony grest credit.

This address was printed before the invasion of the Kwangtung Province by Japanese
forces had begun. The outbresk of hodilities SO dose to its border is of course a metter of
grave and regretful concern for this Colony. As | have pointed out dreedy, three-quarters of
our fresh vegetable and alarge proportion of our fresh meet supplies come from that province.
Secondly, the Colony must face the progpect of an additiond serious refugee problem arising
from thisinvason: as Honourable Members are no doubt aware, certain seps are being taken
to cope with that eventudity: thesetogether with the military and police precautions which are
necessary in such circumstanceswill entall heavy charges upon the Colony's funds. Again, the
interruption of Hong Kong's long-established trade with China will bring heavy losses upon
the revenue and upon commerce.

| need nat mention the many other ways in which this Colony will or may be adversdy
afected. | am confident, however, that the dtizens of Hong Kong will face these new
difficulties with good sense and dignity, relying upon the British Government to do dl in its
power to protect their interests.

| now commend the busness of the ses5on to the earnest care of the Coundil.
(Applause).

PAPERS

THE COLONIAL SECRETARY, by command of H.E. The Governor, laid upon the
table thefollowing pgpers—

Regulaions made by the Governor in Council under the Pleasure Grounds and Bathing
Places Regulation Ordinance, 1936, Ordinance No. 29 of 1936, dated 16th
September, 1938.

Form prescribed by the Governor in Council under section 42 of the Merchant Shipping
Ordinance, 1899, Ordinance No. 10 of 1899, dated 31¢ Augus, 1938.

Amendment made by the Governor in Council under section 2 of the Emergency
Regulaions Ordinance, 1922, Ordinance No. 5 of 1922, to the emergency
regulaions, dated 16th September, 1938.
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Rules made by the Governor in Coundl under section 6A (1) of the New Teritories
Regulation Ordinance, 1910, Ordinance No. 34 of 1910, dated 21t September,
1938.

Order made by the Governor in Councll under section 99 of the Public Hedth
(Senitation) Ordinance, 1935, Ordinance No. 15 of 1935, dated 219 Septembe,
1938.

Amendments mede by the Governor in Coundil under section 3 of the Adulterated Food
and Drugs Ordinance, 1935, Ordinance No. 8 of 1935, to the regulaions, dated
23rd September, 1938.

Amendment made by the Governor in Councl under section 39 of the Merchant
Shipping Ordinance, 1899, Ordinance No. 10 of 1899, to Table T of the
Regulations, dated 23rd September, 1938.

Recisson of the Order meade by the Governor in Council on the 19th February, 1938,
under section 18 of the Quarantine and Prevention of Disease Ordinance, 1936,
Ordinance No. 7 of 1936, dated 29th September, 1938.

Dedaration under section 18 of the Quarantine and Prevention of Disease Ordinance,
1936, Ordinance No. 7 of 1936, dated 29th September, 1938.

Prodamation No. 10—Court Stuate on the 2nd floor of the building known as the
Magidracy gppointed as Third Court.

Proclamation No. 11.—Juvenile Court, Kowloon, gopointed an additiond Court-house.
Adminidration Reports, 1937 —
Part | —Generd Adminidration—
Report on the Assessment for the year 1938-1939.
Part Il.—Law and Order—

Report of the Regidrar of the Supreme Court, Officdd Trugteg, Officid
Adminidgrator and Regidrar of Companies

Report on the New Territories, Digrict Office, North.
Report on the New Territories, Didrict Office, South.
Part VI—Public Works—

Report of the Director of Public Works.
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Sessond Papers, 1938—
No. 12—Report of the Housng Commisson, 1935.
No. 13—Draft Programme of Public Works

He sad: The Interim Report of the Nutritiond Research Committeg, Item No 14 on the
lig of papers, has not been published, but is avalable to Honourable Members
whowishto seit.

FINANCE COMMITTEE'SREPORT.

THE COLONIAL SECRETARY, by command of H.E. The Governor, moved that the
report of the Finance Committee (No. 8), dated 15th September, 1938, be adopted.

THE FINANCIAL SECRETARY ssconded, and thiswas agreed to.
RATING AMENDMENT ORDINANCE, 1938.

THE ATTORNEY GENERAL moved thefirg reading of aBill intituled " An Ordinance
to amend the Rating Ordinance, 1901."

THE COLONIAL SECRETARY seconded, and the Bill wasread afirg time.
Objectsand Reasons
The"Objectsand Reasons' for the Bill were sated asfollows—

1. Clause2 of this Bill adds to section 43 (1), (2) and (7) of the principa Ordinance
words enabling any loss in revenue occasoned by the default of an owner or occupier of a
tenement in refusing or neglecting to furnish particulars as required by section 4, or knowingly
making afase or incorrect satement of such particulars, or wilfully meking afdseor incorrect
datement for the purpose of obtaining a refund of rates under section 36 of the principd
Ordinance, to be recovered summarily with interest at eght per cent. beforeamegistrate.

2. The amendment of section 43 of the principd Ordinance, made by section 3 of
Ordinance No. 16 of 1931, ddeted a provison in the opening words of that section, limiting
thetimefor recovery of pendtiesfor offences againg the Ordinanceto two years. The effect of
that amendment was to bring into operation section 20 of the Magidrates Ordinance, No. 41
of 1932, limiting the time for the meking of a complaint or the laying of information to Six
months from the time when the mater of such complant or informaion aose In
consequence certain offences have gone unpunished; dause 2 of this Bill adds a new sub-
section (8) to section 43, extending the time within which proceedings may be taken to Sx
yearsfrom the dete of the offence.

3. Clause 3 of this Bill adds anew section 43A to the principa Ordinance, enabling
the Assessor on the conviction of any person for
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an offence under section 43 (1) or (2), to meke anew vauaion of the tenement in respect of
which the offence was committed, and making rates payable upon that va uation from the date
of the conviction until the next assessment.

STAMP AMENDMENT ORDINANCE, 1938.

THE ATTORNEY GENERAL moved the sscond reading of a Bill intituled "An
Ordinanceto amend the Stamp Ordinance, 1921."

THE COLONIAL SECRETARY seconded, and the Bill was read asecond time.
WATERWORKSORDINANCE, 1938.

THE ATTORNEY GENERAL moved thet the Bill intituled "An Ordinance to provide
for and regulate the supply of water" be recommitted to Committee for further amendments
He sad: | would like to mention that certain amendments to this Bill were published in the
Government Gazette of 7th October and are now in the hands of Honourable Members. |
propose, therefore, to make these amendmentsin Committee.

THE COLONIAL SECRETARY seconded.

On the mation of the Attorney Generd, seconded by the Colonid Secretary, the Council
then went into committeeto congder thefollowing bills dause by dause—

STAMP AMENDMENT ORDINANCE, 1938.
WATERWORKS ORDINANCE;, 1938.

THE ATTORNEY GENERAL proposed the following amendmentsto the Waterworks
Ordinance, which were gpoproved:-—

Subditute "seven days' for "ten days' in the third paragrgph of regulation 2 in the
Schedule

Ddete the proviso to thefirg part of Appendix | under the heading "Price of water™ and
ubditute—

Provided that the above rates shdl be increased by twenty-five cents in the case of any
sum under five dollars, and by five per cent. in thet of any other sum, payment of which isnot
made on or before the date natified by the water authority in his account as the date by which
payment of such sum isto be made: And provided dso that a fraction of any such increase
whichislessthan ten cents shal be reckoned asten cants.

He sad: These are minor amendments of accounting and adminigtration. It was found,
on scrutiny by the departmentswhich
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will have to cary out the collection of fees and other payments under the Bill, tha the
arrangements firg made would not work in practice, and these amendments are suggested in
order that aworkable schemebe evolved.

Upon Coundil resuming,

THE ATTORNEY GENERAL reported that the Stamp Ordinance had passed through
Committee without amendments and moved the third reading.

THE COLONIAL SECRETARY seconded, and the Bill was read a third time and
passed.

THE ATTORNEY GENERAL reported that certain amendmentsto the Waterworks Bill
had been madein Committes, and moved thethird reading.

THE COLONIAL SECRETARY seconded, and the Bill was read a third time and
passed.

THE BUDGET.

THE FINANCIAL SECRETARY moved "That the draft estimates of expenditure for
1939 be approved.” He sad: Your Excelency,—In moving the Resolution sanding in my
name, | want, without repesting the detailed figures and explanations which have aready been
creculated to Honourable Members, to amplify the generd remarks you have made on the
finandd pogtion by bringing out the principd features of our finanad outlook.

Honourable Members have had the Edimates themsdves and the accompanying
explanatory memorandafor nearly afortnight and | have no doubt have examined themin thet
time. Perhapsthefirg thing which will have struck them will be acertain unfamiliarity inform,
various changes in the manner of presentation having been made. It so happensthat a number
of departmentd rearrangements, of which the one mogt prominent in the public eye is the
rearrangement of the Water Department, have coincided with changes of an accounting nature
introduced by the direction of the Secretary of State; butt | hope that the unfamiliar form has
not proved too inconvenient and that eventudly the changes will be found to have been

advantageous.

Looking at the figures of revenue and expenditure, they show asmdl anticipated surplus
for the current year, before dlowing for certan accounting adjustments. That surplus s,
however, illusory because @ the end of the year we shdl be owing nearly amillion dollars of
military contribution which must be paid next year. Revenueis dill cominginwel but money
IS going out even fager than early in the year. We are having to incur a great ded of
expenditure of an emergency nature and, as Your Excdlency has pointed out, the events of the
last two days arelikely to increese that expenditure.
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The true outcome of the year islikdy to be a amdl defidt rather than a amdl surplus
The short payment of military contribution ought to be kept very prominently in mind by dl
those who areindined to take arasy view because of the large nomind surplus shown in our
monthly accounts.

Asto next year, the Estimates show a probable deficit of $2,400,000 which will reduce
our available surplus to $11,000,000 but if the various items of additiona expenditure which
Your Excdlency hasforeshadowed areinduded, the deficit will be over $2,800,000.

| imagine, however, tha what must drike anybody examining the figures of both
revenue and expenditure mogt srongly is their magnitude. They are substantidly higher than
in any previous year and the question must arise whether that is a temporary phenomenon or
whether these figures arelikdly to be continued in future years. It is with that questionin mind
that | proposeto discussthe postion.

Theincrease on the revenue Sde, which is spreed over nearly dl the main heads, is due
primaxily to the larger populaion of the Colony. So far as one can digtinguish between the two
it isthe magnitude of the population rather then the extent and profitability of business activity
which mog influences our revenue, affected asit is principdly by the consumption of liquor
and tobacoo, the extent to which rated properties are occupied or not and the extent to which
the trangport companies, the cinema theetres and the race tracks, dl of which contribute ther
quota to the revenue, are used by the public. Two particular items of revenue, the Pogt Office
and the Rallway are affected by other specid congderations to which Your Excdlency has
dreedy refearred, that is the development of armail and the opening of the Canton-Hankow
line. The sscond of these items is likdly to be adversdy affected by the recent soread of
hodtilitiesto South China,

Assuming therefore that populaion isthe mgor factor in our revenue it would seem that
we are vary largdy dependent on the course of events in Ching, to the disturbancesin which
the recent increase in population here is due It mugt be the wish of everybody tha a
satisfactory end should be brought to the Sino-Japanese hodtilities and once that end is reeched
| think it must be expected there will be some dedine in the population and therefore in the
revenue of this Colony. We hope of course that when peaceis restored normd trade will again
recover and that some at least of the manufacturing deve opments which have taken place in
the Colony of recent months will not be merdy temporary; but it would hardly be safe to
assumetha we can continue to receive from the existing sources of taxation solarge arevenue
asisexpected for the current year or even SO much asthe lesser sum estimated for next yesr.

It must dso be remembered that we are proposing to st againg next year's expenditurea
non-recurrent item, the $839,000 withdrawvn from the Government House and City
Deved opment Fund.
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When we turn, however, to expenditure | fear that there is less progpect of reduction in
future years. The main increasss in the 1939 Edimates are shown under pendons, defence,
induding military contribution; police; medicd; charitable services; and publicworks | ignore
the increases under Pogt Office and Railway which are higher running codts connected we
hopewith higher receipts

The only head under which we can reasonably expect any substantid reduction after
1939 isthat of military contribution and that because, as dreedy explaned, we are providing
in 1939 for alarge payment on account of 1938,

Under other heads of expenditure | fear that far from expecting reductions we must
preparefor further increases. There will for example be an automatic and unavoidableincrease
under the head "Pendons” The figures given in the memorandum circulaied with the
edimates show an increase of some 30% between 1936 and 1938. Comparisons before thet
year are vitiated by exchange fluctuations but taking sterling payments done the pensons hill
has more than doubled snce 1930. Thereisno Sgn that theincreaseisyet coming to anend. It
must be remembered that the pension hill isin the main governed by the establishment and the
sday sdes in exigence ten or twenty years ago and little can be done to reduce it
immediatdy unless Government isto default on its obligations. Some attempt has been mede
to sem the tide of increase in the more distant future by the recent adoption in dl the senior
grades of the sarvice of new scaesof sdlary which provide lower pengonable emoluments.

A gmilar increase takes place annudly in Widows and Orphans pensons. Here, as
Honourable Members have pointed out on previous occasions, Government isin the position
of having accepted contributions from officers and, while there is no foundation for the
mischievous datements that Government makes a profit out of thase contributions, it hes
incurred alidbility to pay pensonsin the future which will have to be met in due course. It is
impossible to gate without an actuarid vauation what thet ligbility is. Those members who
have previoudy teken an interest in this subject will however be pleased to learn that it has
been decided in principle, with the goprovd of the Secretary of State, to recest the whole
sysem of Widows and Orphans pensons and to establish an independent Fund into which
will be paid asum representing the present liability of Government on this account and annud
sums for the future representing Government's contribution towards the pensons of the
widows and orphans of public officers. The compiling of the information for the necessary
actuarid vauation has dreedy been garted but it isadow busnessand it isquiteimpossbleto
say when the actud change will take place. It will not, | may add, reduce the benefitsto which
officersare entitled under the existing Scheme.

The effects of the change on Government accounts will be, fird, that we shdl have to
provide asum, probably running into millions of dollars, representing the accumulated liability,
necessitating afurther
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subgtantia diminution in our nomind surplus baance; and secondly that each year theresfter
we shdl have to provide in the estimates a contribution representing the true amount of the
Government assgance given to the fund, while lodang the recaipts on the revenue dde
representing the officers contributions. | am sure that Honourable Members will agree that it
will be better to face our liabilitiesin thisway indead of deferring them to an indefinite future
but so far asfuture estimates are concerned it will mean anincreasein net expenditure,

Ancther head which may be expected in afew years to show an automaic increase is
that of public debt charges We have been charging to loan account condderable capitd
expenditure on waterworks and other items but much of the actud money has so far been
found from advances made out of our surplus baances. That cannat go on for ever and some
day aloan mug be rased to repay these advances. The amount advanced at the end of the
current year is expected to be something over $12,000,000 and debt charges on that, & the
samerae as are now being paid on the part of the loan dreedy raised would amount to about
$900,000 ayear.

Next there are anumber of heads of expenditure in which increases are not automatic in
the sense of ariang out of legd commitments but are unavoidable unless substantid changes
in government policy are made. These are defence sarvices and the large group of sodd
sarvices, paticularly hedth and education.

Under the head of defence in the esimates very much the largest item is the defence
contribution. Apart from the possble change in the whole system, that expenditure is not
within our control. Other defence expenditureislegdly a least within our discretion but for dl
practicd purposes we are compdled to an increase in it by forces beyond contral of this
Colony. Our expenditure is truly for defence purposes and is designed soldy to hdp in
meeting any possible atack, but it is rendered imperative by the fear of war which, ghedtly as
it ssemsto dl intdligent people, overhangs and darkens the world to-day. The comparaively
gamadl heads of the Volunteer Defence Corps and the Nava Volunteer Force are increasing in
cog as aresult. Thoseincreases must continue in future years S0 long as the dictates of policy
require increases in the numbers of those forces and the supply to them of more and more
expengve equipment in order to keep pace with modern military requirements.

The principd increase in defence expenditure for which we mugt dlow is, however, in
the sphere of air rad precautions. In the 1938 edimates a figure of $50,000 was inserted,
admittedly as atoken vote | regret to say that it has been necessary to exceed thet figure very
subgantidly and a supplementary vote will in due course be placed before Council for
goprovd. The additiond expenditure was decided upon after the printed Estimates before you
were prepared and instead of thefigure gppearing in them of $50,000 the revised estimate for
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1938 must now be put a $120,000. In 1939 the head shows afurther large expansonto atota
of $338,065. Even that, however, is providing for afirg ingament only of whet the Air Rad
Precautions Officer congders necessary for the protection of the avil population agang ar
atack. | may say that hisorigind estimates provided for expenditure next year of many times
the sum now in the estimates and there can be no doubt that large further additions to
equipment and storeswill be necessary in subsequent years. Decisions havenot yet been taken
asto the exact supplies of, for example, gas masks which should be provided and most of this
heed is contained in the sngle sub-head of $250,000 for dl kinds of equipment under thetitle
of Mohilization Stores, which may well have to be subgtantialy supplemented even during
1939. In addition to the expenditure shown under the Air Raid Precautions head itsdf,
provison is being made under Public Works Extreordinary for the erection of certain sores
and other buildings in connexion with ar rad precaution work & an esimated cogt of
$200,000. Here again it may be necessary to come to Coundil later for approvad of
supplementary votesfor other soecid congructiond work connected with ar raid precautions.

After externd defence comes internd security. The Police Edimeates are higher, owing
mainly to increased personnd which is necessary in view of the grester populaion and other
responshilities resulting from the present stuation in South China. It is unfortunately not
possibleto hope that those respongibilities will soon disgppesr.

Naturdly connected with Police are Prisons Under thet head no increase is provided in
the Edimates as now drafted but the plans for reform referred to by Your Excelency will
entall expenditure of which estimates will haveto be submitted to Council & alater date.

Thenext large increase is under the Medica Department. The memorandum which has
been drculated gives detalls of theincreased medica services which are proposed. Experience
of the epidemics which have struck the Colony in the last two years must have brought home
to everybody that it is just as necessary to drengthen our defences againd disease as to
grengthen them againg military atack. Nor mugt it be imagined that the increases proposad
next year arethe end of the story. Proposed additions and improvements to hospitd provison,
the establishment of public hedth centres throughout the Colony and numerous other very
desrable deveopments of asmilar kind will demand in due course both additiond personnd
and increased recurrent charges for their maintenance and operation. Such additiond financid
commitments can only be avoided by abandoning what is the present policy of Governmernt,
of endeavouring to remove at least the most obvious menacesto the hedth of the Colony.

Connected with improvement of hedth are cartain items of expenditure on rdief and
assdance to various dasses of the community. The problem we have mog prominently
before usa themoment isthat of the unfortunate persons who are dedtitute on the
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dregts as areault of theincurgon of refugees from South China. A sum of $150,000 has been
provided under Charitable Services for the rdief of such dedtitutes but if the camps which are
now bang erected have to be mantained in full operation at the cogt which Your Excdlency
has gated for the whole of next yeer | fear that the expenditure will substantiadly exceed thet
amount. Moreover the posshility must be faced that many of these people who have become
the responghility of the Colony as a result of the disurbances in China will reman a
responsbility for yearsto come.

You have hinted, Sr, & a policy of sodd amdioraion involving if necessry a
regulation of entry into the Colony. It may be taken as probable, or indeed certain, that such a
policy, whether its primary purpose is improvement of housing or correction of manutrition,
mugt dso involve expenditure, and large expenditure, by Government. | venture to express
persond agreement with the objects of such a policy but it is my duty to emphasze to this
Coundal the certain finandd conssquencesin order that preparation may be made for meeting
them.

Two other items of charitable expenditure deserve mention not So much because of their
magnitude but because they illudrate the effect of sodid policy on finance. The Government
has recently adopted measures which were very generdly we comed both in the Colony and
in England to improve the protection afforded to certain dasses of women and girls As a
result of those measures the Chinese Secretaria had in the first place to be srengthened by
additiond personnd to carry on ingpection duties but it has dso become respongible for the
well-being of increesing numbers of girls and something has to be done to provide for them.
Accordingly, the Po Leung Kuk has had to be asked to undertake increased respongibility with
the inevitable conssquence of an increased Government grant; and for Smilar reasons anew

grant is proposed to the Ta Po Rurd Orphanage.

Last among the group of socid sarvices is education. The edimates before you show
vay little increase in the proposad expenditure of that department for next year but the
implementation of the policy as regards teachers traning referred to by Your Excdlency has
not been provided for in these esimates. It is likdy to require cgpitd expenditure at once for
the erection or converson of buildings and eventudly asteady annud expenditure on teaching
daff and grants to sudents in training. Government has dso recently adopted new codes
governing subgdies to vernacular schools which are ddiberately designed to encourage the
provison of fully qudified teachers by offering incressed scaes of grant to schools possessing
certain prescribed percentages of qudified teechers. As the schoals reect to that gimulus, in
which they will be asssted by the new proposals regarding the training of teachers, the annua
expenditure on grantsisbound to increase very subgtantidly.

The other big fidd in which alarge increase in expenditure may be seen is under the
head of Public Works. A plan, whichisnow
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before Honourable Members, has been prepared providing for anumber of bigworkswhichit
is proposed to undertake in the next five years. | doubt if anybody will argue that any of those
worksis not necessary and, in mogt cases, overdue. Criticiamislikdy to be directed, | think, to
the omissons, eg. the new Mentd Hospitd and a new Queen's College, rather than to the
items induded. As the Sessond Paper shows it is dedred to mantain expenditure on this
progranme a a deady annud figure in future years and while the plan is such tha
postponement could be made, theworks arein fact urgently needed and ought not to be put off
if it can be avoided.

It may be asked whether some of these could not be met from loan. | think thet would be
possible but | beievethat it isaways sound finance to meet as much aswe can ot of revenue.
| have dready pointed out that to meet important works from loan is merdy to postpone
payment because the charges have to be met eventudly. We have in fact effected a
compromise between loan and revenue because dl waterworks capital expenditure is for the
time being met from theloan account.

Mention of water draws dtention to ancther large increase of expenditure, that is the
contribution of some 4 lakhs a year to the Waterworks Renewas Account. | suppose the
ineradicable suspicion of Government's matives in this matter will make it difficult for the
public to believe, but that contribution is a red charge on generd revenue and represants,
together with the loss of revenue which is expected to result on baance from the adoption of
the new scae of charges, the cost of implementing the new water palicy.

So much for the mgor increases of expenditure envisaged next year or inthe neer future.
| must however add aso some minor or less imminent increases which are likdy to be
entailed by other developments foreshadowed in Your Excdlency’s address. Many of these,
for example the devd opment of town-planning and the greeter atention it is hoped to pay to
agriculturd and forestry deve opments, are in the nature of investments and may be expected
to yidd areturn in the years to come by way of increased revenue or economies in public
expenditure. But | fear that in nearly every casethefirgt thing necessary to implement dl those

deve opmentswill be more money.

Of recent years the expenditure of the Colony has been in the neighbourhood of
$30,000,000 with atendency to rise. Next year we are contemplating an expenditure of nearly
$39,000,000 or if we deduct the specid payment of military contribution, $38,000,000. If the
polides | have referred to are to be maintained, my successor of a few years hence may be
presenting a Budget of $40,000,000.

In suggedting that, | am ddiberatdy trying to correct the impresson of arosy finandd
outlook which our soaring revenues may have given, but | am nat by any means painting too
gloomy apicture
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We are fortunate in baing for the moment free of anxiety for the immediate future—in the
finandd sense, | mean—and the passng for the time being of acute finendd stringency has
enabled usto open the purse-drings alittle more fredy and to permit certain necessary—often
vay acutdy necessary—expangons and developments, without reducing our estimated
surplus baances at the end of 1939 below the $10,000,000 mark which has been regarded up
to now as the minimum resarve. But as Your Excdlency has suggested, that is not a large
reserve. With a $40,000,000 budget in prospect it isno more than three months revenueand it
would undoubtedly be wel to increese it, especidly in view of the many uncertainties which
dtill surround the Colony'sfuture.

If thisview of the outlook is correct, therefore, the problem is of finding means to meet
the prospective increased expenditure. The dterndive is to aandon or modify the policies
which giverisetoit. | bdievethat in every indance | have referred to it will be money well
gpent and money which this Colony as a community can aford to soend; but Government
must consder how it can itself secure the necessary funds and this, | would urge, isthetimeto
condder that question, not some years hence when we shdl be dready committed and faced
perhgps with dready depleted cash baances.

I now movethat the Draft EStimates of Expenditure for 1939 be gpproved.
THE COLONIAL SECRETARY seconded.

H.E. THE GOVERNOR— think it will be convenient if | adjourn the meeting & this
gage until 2.30 p.m. this afternoon to enable membersto study the speeches dreedy ddlivered.

When Coundl resumed in the afternoon, H.E. The Governor said: The motion of the
Fnandd Secretary has been moved and seconded and it isnow open for discusson.

HON. SR HENRY POLLOCK.—As Senior Unofficd Member | beg leaveto move, as
an amendment to the resolution, that the Draft Edtimates be referred for condderation in detall
to a Sdect Committee congding of the Colonid Secretary, the Finanda Secretary and dl
Unofficd Members.

HON. MR. J. J. PATERSON.—I beg leaveto second.

HON. MR CHAU TSUN-NIN.—Your Excdlency—My Chinese colleagues and |
desire to express our very deep sense of gratitude to Your Excdlency for the many acts of
kindness which you have shown to the large number of Chinese who have fled from al parts
of Chinato seek sanctuary in this Colony; and while fully gopreciating dl that has been done
for thase who are here, we venture to encroach further upon the generosity of the Government
by requedting thet, if and when occason
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aises, Your Excdlency will favourably consder the question of meking a substantid grant
from public funds for afording medica and other rdief to the suffering in China. Such a
friendly action is | believe, wdl within the laws of neutrdity, and, having regard to the fact
that nearly 97 per cent. of thetaxpayersin this Colony are of the Chineserace, | fed confident
that thisrequest will meet with generd gpprovd.

Your Excdlency's recant vigt to Canton and Generd Wu Teh-chen's return vigtt to the
Colony have further srengthened the cordid relations subssting between Hong Kong and the
neighbouring province, and any charitable assstance of this nature to Chinawill, | fed sure,
have the same beneficid influence on thefriendly rations between Greet Britain and China

HON. MR. LO MAN-KAM.—Your Excdlency—I ligened with profound interest to
the comprehensive and illuminating address which Your Excdlency ddivered this morning.
As there has hardly been sufficdent time for me to sudy and condder Your Excdlency's
datement, | propose to reserve any comments | may wish to make on it until the next meeting
of thisCoundil. Inthe meantime, however, | should like to make afew generd obsarvations.

Hrgt and foremodg, | desire to express the warm grditude of the Chinese community to
Your Excdlency for the courage, benevolence and humanity which have characterised your
adminigration of the Colony. Your reply to the Colony's Address of Wecome afforded the
Chinese ample grounds for hope tha in dl charitable measures which might be found
necessary in connexion with the Sino-Jepanese conflict, we could count upon the sympathetic
condderaion of Your Excdlency. This hope has been amply redized. And we are indeed
grateful to Your Excdlency for your decison to erect refugee camps & an esimated capitd
cog of over hdf amillion dollars.

| fed that no words are necessary from me to emphas se the pressing need for providing
charitable and medicd rdief to the Chinese on account of the Sino-Jgpanese conflict. Such
relief is a humanitarian cause which, as | venture to think, transcends any condderation of
mere "profit and loss'. But in view of some obsarvaions which gopeared in the Press & the
time when the Government's palicy in regard to the erection of refugee camps was announced,
which gppeared to me to have been coloured by such "profit and loss' consgderaions, | invite
the attention of this Coundil to certain remarks of the Financid Secretary. These remarks are
contained in his extremdy luad memorandum on the finenaid podtion for 1937, 1938 and
1939, onwhich | ventureto tender to him my hearty congratulaions.

The Fnandd Secretary points out that, as regards 1937, the revenue exceeded the
origind edimate by $4,436,118: that the expenditure was less than the origind esimate by
nearly $150,000: thet, as regards 1938, the revised esimate of revenue shows an excess of
$5,405,080 over the origind esimate: and that the expenditure "of dl kinds arisng out of the
emeargency stuation (induding the epidemics of diseass) amounts to $768,622 exdusive of
the $550,000"
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in respect of the condruction of three refugee camps. The Fnandd Secretary atributes the
increased revenue, as regards 1937, "'to the generd improvement in trade which characterized
thefirg hdf of the year and the specid increasein the population and activity of Hong Kongin
the latter part asthe result of the Sino-Japanese hodlilities', and, as regards 1938, principdly to
various factors arisng from these hodilities. It will thus be seen that the increase in revenue,
for 1937 and 1938, comesto $9,841,198. If one wereto deduct therefrom say 1% millionsfor
increased expenditure directly or indirectly atributable to the same cause and, say, another
million as being due to causes other than the hodilities, it is dear that the Colony has been
benefited during the lagt two years to the extent of over 7 million dallars by Chinds life-and-
desth srugglefor her very exigence.

In the Budget Debatein October lagt year | ventured to make these remarks: "In times of
cdamity such asflood and famine the Government has frequently, in the past, shown its grest
sympathy with this Colony's Chinese neighbours by voting substantid sums for rdief. The
suffering is indescribable, and the need for medicd succour is unprecedented. Is there any
reason why Government should abgtain from giving materid assstance purely as an act of
humanity because the occasion for such assistance has been caused, not by Heaven, but by a
nation whose object, in the words of Lord Cranbourne, 'seems to be to ingpire terror by
indiscriminate daughter of avilians?!

At the present time no specific request is being made for any spedid grant out of public
funds. But | do wish mog respectfully to associae mysdf with al that my senior Chinese
colleague hasjust said in thisregard. If and when the Hon. Sir Robert Kotewd |l and my other
Chinese colleagues and | congder it right and proper to gpproach Your Excdlency withsuch a
request, | venture to hope that not only will such arequest recaive sympathetic consderation
by Your Excdlency, but thet it will be gopreciated by every other member of this Council and
by the generd public that a strong case has been made out for such charitable and medicd
succour out of public funds, not merdy on humanitarian grounds, but aso on the bas's of
"profit and loss' congderation.

THE COLONIAL SECRETARY .—I riseby Your Excdlency's permisson to assurethe
Counal that the amendment which has been proposad by the Hon. Sr Henry Pollock is
acceptable to the Government.

H.E. THE GOVERNOR—I should like to add thet the request put forward by the Hon.
Mr. Chau will have my congderation, but he and the other supporting memberswill not, | am
aure, expect an answer from methis afternoon.

Theamendment was put and carried.

ADJOURNMENT.

H.E. THE GOVERNOR —Council gands adjourned Snedie.



