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Report of the Public Accounts Committee on the Reports of the Director of
Audit on the Accounts of the Government of the Hong Kong Special
Administrative Region for the year ended 31 March 2002 and the Results of
Value for Money Audits (Report No. 39) and Supplemental Report of the
Public Accounts Committee on Report No. 38 of the Director of Audit on the
Results of Value for Money Audits

MR ERIC LI: Madam President, on behalf of the Public Accounts Committee
(PAC), I have the honour to table our Report No. 39 today.

The Report corresponds with the Report of the Director of Audit on the
Accounts of the Government of the Hong Kong Special Administrative Region
for the year ended 31 March 2002 and his Report No. 39 on the results of value
for money audits, which were submitted to you on 30 October 2002 and tabled in
the Legislative Council on 20 November 2002.

The PAC Report No. 39 tabled today contains three main parts:
(a) the PAC's assessment of the actions taken by the Administration in
response to our recommendations made in the PAC's previous

Reports Nos. 36 and 37;

(b) our observations on the Report of the Director of Audit on the
Accounts of the Government for the year ended 31 March 2002; and

(c) the conclusions reached by the PAC on the Director of Audit's
Report No. 39.
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At the time when PAC Report No. 38 was finalized, the PAC's
deliberations on the subject "Residential services for the elderly" were
continuing. A full report on this chapter was therefore deferred. The PAC
has now concluded its deliberations and has tabled the supplemental report on
this chapter together with out Report No. 39.

As in previous years, the PAC has selected for detailed examination only
those chapters in the Director of Audit's Report No. 39 which, in our view,
referred to more serious irregularities or shortcomings. The Report tabled
today covers our deliberations on five of the six subjects selected. We have
decided to defer a full report on the subject "Primary education — The
administration of primary schools", as we shall hold a second public hearing on
24 February 2003 to examine, among other things, the recruitment of teaching
staff in primary schools. The PAC will endeavour to finalize our report to the
Council at the earliest opportunity.

I now turn to the substantive issues covered in this Report.

The PAC's report on the subject "Residential services for the elderly" had
been deferred as we needed time to examine the complex issues involved.

Having deliberated the provision of infirmary places, the PAC is dismayed
that as at 31 March 2001, there were 5 218 elderly persons on the waiting list for
infirmary places, who on average needed to wait for 31 months. At the same
time, the provision of 1 134 infirmary places by the Hospital Authority (HA) for
Central Infirmary Waiting List applicants was well below the demand for such
places. Even if 338 additional infirmary beds will be made available for such
applicants by March 2003, there will still be a significant shortfall in the supply
of such beds.

The PAC expresses deep regret and sadness that more than 7 000 elderly
persons passed away in the years 1997-98 to 1999-2000 while waiting for
infirmary places.

Regarding subsidized nursing-home places, the PAC is dismayed that the
provision of 1400 nursing-home places by non-governmental organizations
under government subvention only represented 1.9 nursing-home places per
1 000 elderly persons aged 65 or over. On the other hand, as at 31 March 2001,
there were 4 729 elderly persons on the waiting list for such places.
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The PAC is also dismayed that without going through proper consultation
and a proper policy revision process, the Administration regards that the
planning ratio of five infirmary places per 1 000 elderly persons is no longer
appropriate.

We note that the Secretary for Health, Welfare and Food has undertaken to
implement, by July 2003, a work plan to address the issues relating to the
provision of subsidized nursing-home and infirmary places. The work plan will
include implementing a central registration system for subsidized long-term care
services; rationalizing and re-engineering a wide spectrum of existing
community care and support services; providing additional places, in new
contract residential care homes for the elderly, for elderly persons whose health
conditions necessitate their admission to nursing homes; and conducting a review
covering the basis of planning, the changing needs for infirmary beds and the
role of the HA in the provision of such beds.

When considering the subject of "The Customs and Excise Department's
efforts to protect government revenue from dutiable commodities”, the PAC is
concerned that because of the small percentage of travellers intercepted for
checking at the customs examination counters, abusers of cigarette duty-free
concessions could easily escape customs detection. Besides, the Customs and
Excise Department (C&ED) did not monitor the sales activities at the duty-free
shops to ensure compliance with the licence conditions. We are also concerned
about the practicability of requiring duty-free shops to complete each transaction
in five seconds as specified in "Guidelines and Procedures on Crowd Control
System and Operating Arrangement”, and about the slow progress made by the
C&ED in implementing the measures identified in the February 2000
departmental paper for enforcing the 24-hour rule. In addition, the existing
baggage examination procedures at the customs examination counters have little
deterrent effect on abusers of duty-free concessions, because the procedures
allow abusers to escape penalty even if they are intercepted at the counters for
checking.

We acknowledge that the C&ED has revised the licence conditions for the
duty-free shops to ensure that the new procedures implemented from 1 January
2003 are effective and practicable under the five-second requirement. Also, the
C&ED, with the assistance of the Immigration Department, will implement new
measures to enforce the 24-hour rule.
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In examining the subject "Special Finance Scheme for small and medium
enterprises” (the Scheme), the PAC notes that from mid-1998 to the end of 1999,
repeated concerns had been expressed by some bankers, the Hong Kong
Monetary Authority, the Treasury, and the Financial Services and the Treasury
Bureau about the possible abuse of the Scheme by the participating lending
institutions (PLIs) through the offloading of bad loans onto the Scheme. They
had also expressed concerns about the adequacy of the safeguards against such
abuse. The PAC is dismayed that despite these concerns, no specific provisions
to restrict such offloading were added to the deed signed between the
Government and a PLI.

We are also dismayed that the Administration had been economical with
the truth when seeking funding approval by the Legislative Council. This is
evidenced by the fact that despite a Legislative Council Member's direct question
at the Finance Committee (FC) meeting held on 23 April 1999 about the
possibility of some PLIs using the Scheme to offset other loans acquired by the
applicants, the then Director-General of Industry did not reveal in his response
the concerns of various government departments about such possible abuse.
Moreover, when seeking the FC's funding approval for the Scheme in 1998, the
Administration only informed the FC of the possibility that the capital
commitment of the Government under the Scheme would not be recovered, in
part or in whole. But it did not reveal the Government's internal assumption of
a 25% default rate of the guaranteed loans under the Scheme, which was the
default rate assessed by the Small and Medium Enterprises Committee.

Regarding the subject "Small house grants in the New Territories", the
PAC is seriously concerned that soon after the issuance of the Certificates of
Compliance, some indigenous villagers sold their small houses built under
building licences or through land exchanges, notwithstanding the fact that in their
applications for small house grant to the Lands Department, they had declared
that they had never made and had no intention to make any private arrangements
for their rights under the small house policy to be sold to other individuals or
developers. The problem is not new and the PAC had commented on it in its
Report No. 10 in January 1988.

We acknowledge that the Secretary for Housing, Planning and Lands has
undertaken to pursue within the tenure of his office the review of the small house
policy and related issues in a comprehensive manner, and that he hopes to
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resolve the problems associated with the policy once and for all within this time
scale.

Turning to the subject "Primary education — Planning and provision of
primary school places", the PAC is concerned that by 2010, the overall supply of
primary school places would exceed the overall demand by 27 600 school places,
which is equivalent to 35 standard schools, and mismatches would occur in nine
of the 18 districts. Also, the expected excess supply of primary school places is
unlikely to reverse, as the number of children in the age group of six to 11 is
expected to remain at a low level for the next two decades.

We are also concerned that a serious over-enrolment situation existed in
some classes where the actual number of students exceeded the standard class
size by seven or more; and a serious under-enrolment existed in some classes
where the unfilled places were 11 or more.

We are seriously dismayed that some schools had not made use of their
vacant classrooms although they had been left idle for a long time.

On the School Improvement Programme (SIP), we are concerned that this
can be more cost-effectively carried out in schools with many vacant classrooms
by converting vacant classrooms into various function rooms, instead of building
additional floor area. Had such an approach been adopted, the cost of the SIP
works carried out would have been reduced significantly.

When considering the subject "Primary education — Delivery of effective
primary education", the PAC is concerned that the Education Department had
adopted the "last in, first out" arrangement to identify teachers for laying-off
arising out of the reduction of classes. The arrangement is at variance with
good human resource management practices. We acknowledge that the
Secretary for Education and Manpower has undertaken to expeditiously review
the arrangement.

We urge the Secretary for Education and Manpower to incorporate into
any revised arrangement for laying off teachers the need to take into account
teachers' performance and a proper appeal system. We further urge the
Secretary to consult the Legislative Council and relevant parties in the review.
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Madam President, the Director of Audit's Report No. 39 contains three
chapters on primary education and our Report today sets out our conclusions and
recommendations on two of them. I take this opportunity to urge the Secretary
for Education and Manpower to proactively take action to inform all primary
schools of Audit's observations as well as the PAC's conclusions and
recommendations, so as to ensure that they are made aware of these and will
rectify any similar irregularities.

Lastly, I wish to register my appreciation of the contributions made by
members of the PAC. Our gratitude also goes to the representatives of the
Administration and other organizations who have attended before the PAC. We
are also grateful to the Director of Audit and his colleagues, the clerk to the PAC
and the other staff of the Legislative Council Secretariat for their unfailing
support and hard work which has made it possible for us to make this Report to
the Council within the tight time frame.

Thank you.
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Bills read the First time and ordered to be set down for Second Reading pursuant
to Rule 53(3) of the Rules of Procedure.
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SECRETARY FOR EDUCATION AND MANPOWER: Madam President,
the Education Reorganization (Miscellaneous Amendments) Bill 2002 (the Bill)
aims to amend the Education Ordinance (Cap. 279) (the Ordinance) and other
related Ordinances in order to transfer the functions of the Director of Education
and the Education Department (ED) to the Permanent Secretary for Education
and Manpower and the Education and Manpower Bureau respectively, as a result
of the merger of the Education and Manpower Bureau with the former ED. The
reorganization aims to integrate policymaking and implementation and to flatten
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the hierarchy so as to enhance efficiency and effectiveness. Following the
abolition of the post of the Director of Education, the Board of Education (BoE),
which was established to advise the Director of Education, will also be merged
with the Education Commission (EC) so as to streamline the advisory and
consultative process.

I would like to thank the Honourable Cyd HO and members of the Bills
Committee for scrutinizing the Bill and for the constructive advice that they have
tendered, in particular, on the status and terms of reference of the EC.

Members of the Bills Committee considered that, being the body to advise
the Government on overall educational objectives and policies, the EC's revised
terms of reference should be as broad as possible. In this connection, members
were of the view that the explicit reference to "the planning and development of
early childhood and school education” in the terms of reference of the EC was
unnecessary and could be misleading. We note members' concern and agree to
delete the reference to early childhood and school education in the revised terms
of reference of the EC.

Members also expressed concern about the transparency and
representation of the EC after the merger with the BoE. At the Bills Committee,
we assured members that the membership of the EC has been broadened to
include the Chairmen of the Subsidized Primary Schools Council, the Subsidized
Secondary Schools Councils, the Special Schools Council and the Home-School
Co-operation Committee, who were former members of the BoE. To ensure
smooth transition and continuity, the BoE Chairman was also appointed to the
EC as a lay member. I would stress again that the role and importance of the
EC would not be affected by the merger of the EC with the BoE. It will
continue to play a key role in advising the Government on overall education
policies and the priorities of implementation. In so doing, the EC will continue
to maintain a dialogue with the key stakeholders and publicize its work from time
to time. Under the accountability system, it is reasonable to expect a higher
degree of transparency of governance, not less.

I shall be moving two Committee stage amendments later on. It is
necessary to change the commencement date of the Ordinance and to withdraw
the provisions incidental and supplemental to the saving and transitional
provisions relating to the BoE, the Director of Education and the ED.
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I hope that Members will support the amendments that I shall propose in
the Committee stage.

I propose that the Bill be read the Second time.
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SECRETARY FOR EDUCATION AND MANPOWER: Madam Chairman, I
move the amendments to the clauses read out just now, as set out in the paper
circularized to Members. I shall briefly explain the reasons for these
amendments.

It is provided in subclause (2) of clause 1 that the Ordinance would come
into operation on 1 January 2003. Since the target date is no longer attainable,
we therefore propose to delete "and commencement” in the heading of subclause
(2) of clause 1. The effective date would be the date the Ordinance is published
in the Gazette.

Clause 43 contains provisions incidental and supplemental to the saving
and transitional provisions relating to the Board of Education, the Director of
Education and the Education Department containing in clause 42.

Subclause (5) of clause 43 provides that the Permanent Secretary for
Education and Manpower or the Education and Manpower Bureau may sue on,
recover or enforce any property or right vested in him or it under section 42(5),
and may be sued for any liability to which he or it is subject under section 42(5).
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Education and Manpower or the Education and Manpower Bureau may sue on,

Subclause (6) of clause 43 provides that the Permanent Secretary for

recover or enforce a choice in action vested in him or it under subclause (5) of

clause 42.

cause confusion, we propose to delete these two subclauses from the Bill.

you, Madam Chairman.

Y
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I hope that Members will support and pass these amendments.
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Since the subclauses (5) and (6) of clause 43 are already covered by
the general principles laid down in clause 42 and may, according to legal advice,

Thank
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DR RAYMOND HO: Madam Deputy, as an individual, I am tempted to support
the original motion as well as the amendments for the sake of my own financial
well-being. Their advocacy in no tax hikes or no fee increases is particularly
appealing as we are all feeling the pinch of the persisting economic downturn.

I agree that the Government must take into consideration the economic
burdens of different social strata when formulating the 2003-04 Budget.
Nevertheless, the Government must resist the temptation to act so generously as
if the problem of growing fiscal deficit does not exist.

With the economic recovery not yet in sight, the deficit will not simply
disappear. As our fiscal deficit is structural rather than cyclical in nature, some
kind of tax hikes and fee increases are inevitable. In the same vein, the
Government must not target at particular groups for the purpose, such as the
middle income groups.

The middle income groups, of which professionals constitute a high
percentage, are indeed paying a very large share in income taxes. More often
than not, they are not major recipients of government services. They seldom
ask for government assistance. Even when some did so, as their own homes
have become negative assets, the Government offered them no assistance on the
reasoning that these were bad investments of their own making. The
Government has been criticized as most inconsiderate and is often seen to be
grossly unfair to this important sector.

Any necessary tax hikes and fee increases must be made in a fair manner.
All sectors in society must share the pain and burden, and take up a fair share of
responsibility in balancing the public finances.  For the purpose, the
Government may consider making the following tax hikes.

Firstly, the profits tax. A slight increase of 1% in profits tax will
significantly help ease the deficit problem. I believe that the increase would be
acceptable to the business community, as the increased rate still compares very
favourably with those of other countries.

Secondly, a levy on foreign domestic helpers can be considered. As we
all know, the quarter of a million foreign domestic helpers working in Hong
Kong enjoy the highest pay in Asia. Moreover, currencies of countries, such as
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the Philippine peso, have depreciated substantially in the past few years. As a
result, their incomes remitted back home are actually higher. Meanwhile, the
levy could recoup part of the heavy costs of public services made available to
these domestic helpers.

By regulating soccer gambling, the Government could open a new revenue
source in the form of gambling tax. This will definitely help balance the books.

With regard to public services, fees at reasonable levels should be charged.
This will help recover some of the costs. Abuses of these services can also be
prevented. Low fees charged for some services cannot sustain in the long run.
A public hospital bed for a mere $68 per day is a good example. The charge is
about 2% of the actual costs which amount to more than $3,000 per day. The
$100 fee imposed last year for accident and emergency services was, therefore,
considered to be an appropriate step forward.

Madam Deputy, the days of Hong Kong having a fat fiscal reserve is over.
There must be no more free lunches. It is time for different groups in society to
share the responsibility. I so submit. Thank you.
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MR ABRAHAM SHEK: Madam Deputy, with a sense of uncertainty and
apathy, everyone in Hong Kong is anxiously awaiting the Financial Secretary's
Budget speech in March. The public, of course, have every reason to worry.
The Secretary has hinted at, among other things, introducing tax increases and
adjusting fees and hiking charges in his new budget. The underlying message is
clear: Everyone needs to share the Government's financial burden. In other
words, the days of low taxes and inexpensive public services may soon be gone.

Naturally, the new measures should be accepted if they could relieve the
existing fiscal and economic problems. But the public have grave doubts about
their effectiveness. Even without professional training in economics, one
would suspect that these tax measures could not relieve the Government's
financial problem and reduce budget deficit. These measures would only add
further burden onto the citizens. This is one reason why they eye the
approaching budget with caution and scepticism.

The fact is that our fiscal deficit has already reached a dangerous level.
By international standards, a fiscal deficit is in dangerous territory if it exceeds
3% of the Gross Domestic Product, and ours is estimated to run close to 6% this
year. Some estimates expect an even higher percentage. And the persistent
economic downturn and deflationary environment further complicate this
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situation. To prescribe the right medicine at the right dosage, Mr Antony
LEUNG needs to examine the symptoms and make a correct diagnosis of the
fiscal and economic ills of Hong Kong. It is a job not many would envy to have.
We must, therefore, give him every support and backing.

Hastily increasing taxes and cutting fee concessions would likely further
undermine economic growth and public confidence. Introducing tax raises,
however small the percentage, may trigger an outflow of investments from Hong
Kong. If we do not maintain a competitive tax regime, we will lose business
because international capital is increasingly mobile. Just take a realistic look at
the vast amount of money that our Hong Kong companies have invested in other
overseas markets. The figures, I can tell you, are frightening. These
companies should have invested in Hong Kong, but can you blame them, as there
are not enough good investment opportunities available here and the business
environment leaves much to be desired? Cases like the Cyberport office rentals
discourage investors to further invest in the office development in Hong Kong.

It is also unwise to reduce government fee concessions at a time when the
economy is weak, because doing so would increase the burdens of the
disadvantaged in society. While it is important to balance the budget, it must
not be done blindly — just for the sake of balancing — by cutting at the core and
increasing at the fringes. Balancing of budget should be achieved without
affecting economic recovery, or else we would go further into deflation.

Thus, what is the cause of a fiscal deficit? As many in the community
have rightly pointed out, it is a matter of how well the Government controls its
expenses. Before considering new ways to raise revenue, the Government
should cut its spending first. What has made the public especially unhappy is
the fact that the Government intends to introduce tax increases, while getting
nowhere with its own cost-cutting measures.

In my opinion, there is still considerable room for the Government to cut
public spending and increase efficiency. But to do so, however, would be
politically painful. It will require both courage and determination on the
Government's part. Here are some of the things that the Government can do to
increase revenue.
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Firstly, it is to increase private participation in infrastructure development
projects. This could be done through outsourcing infrastructure and public
works projects to the private sector. This approach, which is commonly known
as the "Private Funded Initiative", will help achieve two goals. First, the
Government's capital spending would be lowered, and second, the pace of the
public works projects would not slow down. By tapping into massive, largely
unexploited reserves of private capital, the Government can even speed up the
programme as a way to boost the economy with massive job creation and inject a
much-needed dosage of confidence in Hong Kong.

Secondly, it is the sale of government assets, or to privatize government-
owned assets to bring in revenue. The sale of the Kowloon-Canton Railway
Corporation as a stand-alone operation would produce better financial benefits
for immediate relief to budget deficit than a merger with the MTR Corporation
Limited, and at a faster pace. The Government could also consider privatizing
the Airport Authority, water services and the management services of public
rental housing.

Thirdly, it is to open up Hong Kong as an entertainment, conventional,
educational, spa and health centre of the world by inviting investors to turn our
barren islands into a tropical paradise. This would create thousands and
thousands of jobs and bring in the much needed money.

Fourthly, it is to expedite the implementation of civil service reform.
The scope of reform should cover the pay and benefit mechanisms as well as the
streamlining of existing bureaucratic structures and administrative procedures.
Just by cutting civil servants' pay is not a cure but only a stop-bleeding measure,
while improving efficiency and cutting wastages would yield better results.

Madam Deputy, in the light of the complexity of this problem, it may not
be fair if we ask the Government not to raise certain fees or cut certain
expenditure items. The picture needs to be looked at on the whole, and
different economic factors and implications taken into consideration.

The basic concern is to determine the optimal level for government
spending.  Cutting overall public spending will lead to greater economic

efficiency and enhance economic prospects for everyone in the long run.

Thank you, Madam Deputy.
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MR BERNARD CHAN: Madam President, I wonder whether some of my
colleagues here today have lost touch with the reality. This motion essentially
calls on the Government not to cut various types of spending, but at the same
time, not to introduce various types of tax. = The amendments expand on these
demands, calling on the Government not to cut even more types of spending, and
at the same time, not to introduce even more types of tax.

The logic is: Let us carry on pretending that money grows on trees. Let
us pretend that the Government is not running a deficit.

We need to be very clear about two things. Number one, the
Government is spending much too much money. It has to cut its expenditure
significantly. Number two, the current tax base is not broad enough and
possibly not deep enough.

We see this mismatch in practice all around us. Only a small number of
people are giving, and nearly everyone is taking. Wherever you look in this
town, people are getting subsidies. The movie industry, the English Schools
Foundation, 3 million public housing tenants, small and medium enterprises,
90% of hospital patients, business start-ups, Cyberport tenants, the Disney
project, 2 million Mass Transit Railway passengers. Is there anyone that I have
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missed? Yes, there is — I could go on and on. It is all take, take and take. It
seems that virtually, everyone in Hong Kong is being subsidized in some ways.

Few places in the world provide so many subsidies in return for such low
taxes. And the reason for that is simple. But it cannot be done this way. We
have to stop subsidizing so many people. Those who can afford to pay more
will have to pay more.

Where we cannot reduce spending, we must raise taxes. We used to pay
a lot of revenue to the Government through high property prices — so we were
paying through rents and mortgages. Now, we will have to do it through visible,
direct taxes. There are no free lunches — if we do not pay for lunch in one way,
we have to pay for it in another.

These are the realities being ignored by this motion and by both the
amendments.

We cannot assume that things will get easier with economic recovery.

We have an ageing population. Demand for services is bound to rise,
while the working population might actually fall. In order to look after the most
needy members of the community, especially the growing number of senior
citizens, we have to stop subsidizing everyone else so much.

Given the limits on government resources, a subsidy for the middle class
ultimately comes at the expense of the genuinely poor. And this applies in the
business world. A subsidy for an unprofitable industry ultimately costs jobs
and profits in more successful businesses.

We need to get rid of the subsidies mentality. We need to start thinking
about targeting welfare, health care, housing and all the other subsidies, to make
sure that they go where they are most needed. And we need to start thinking
about ways to expand the revenue base, and to replace the old, property-related
sources of revenue.

Madam President, the Government cannot carry on spending money that it
does not have. As a community, we need to put more into the system. We

need to take less out. And we need to concentrate resources on priority areas.

Thank you.
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MR ABRAHAM SHEK: Madam President, the Honourable Emily LAU's
annual romantic sojourn, down the river of democracy, on the subject of
constitutional reforms has become a yearly Council ritual. Her motion's intent
is good, its aim focused and, above all, it reminds us that the progress towards
democracy for universal suffrage in Hong Kong is the ultimate goal, as
guaranteed under the Basic Law.

Like in a good movie, Ms LAU casts herself in this scene as the heroine
and rightly, she deserves it because she is my heroine. And those characters
who vote against her are automatically the antagonists or villains. But the truth
is, like Ms LAU, we are all passionate about democracy, we all support
universal suffrage, and we all want to give what is the best for all Hong Kong
people. But the world is never as ideal with the reality that we live in.
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I sometimes envy Ms LAU because she always gets to play the role of a
do-gooder. And rightly so, she is a good person. On the other hand, I,
together with many of my colleagues, are here today to play another part, not
necessarily the bad guys though. What we choose to play are the less
glamorous parts of responsible people, balancing idealism and pragmatism in the
setting of real socio-economic and political contexts. As in a real-life family
drama, the wise parents cannot raise their children by continually spoiling them
beyond the parent's means and responsibilities, thus indirectly leading them to an
uncertain future. Rather, the household should guide and teach them to work
within a challenging environment to become good and responsible citizens.

The truth is that we are all on the same side, even if we play different roles.
Ultimately, we all want to be there at the film's happy ending as universal
suffrage as guaranteed by the Basic Law becomes a happy reality. All we need
to do is to have patience and wait.

I applaud Ms Emily LAU's efforts over the years to promote democratic
development. However, for political practicality, I feel that constitutional
developments in Hong Kong should progress orderly and in accordance with the
Basic Law. As we gradually and ultimately move towards a full democratic
government with universal suffrage, the Government needs to listen to the wide
spectrum of opinions from the community over an extended period of time, and
we need to give it time.

Nevertheless, constitutional reform is unique from other types of reforms
because it is so fundamentally tied to the political, economic and social stability
and development of Hong Kong. The effects of any political change to the
community will last for years and even decades. As a result, this kind of
change cannot be rushed. The Government should have ample time for
preparation work such as conducting various studies and plans, consultations and
surveys. Any hasty introduction of constitutional reform proposals will not
only confuse the public, but will also undermine Hong Kong's international
status, business environment and foreign investors' confidence. Reform should
be implemented in a step-by-step approach. Especially now in the face of
economic downturn, the Government should pay special attention in handling
such policy changes.
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In response to public demand, reviving our economy has become the
Government's most urgent task. Still, the Chief Executive's 2003 Policy
Agenda stipulated that the Government would move towards preparing and
reviewing constitutional developments after 2007. 1 feel that the Government is
on the right track with this target. At this moment, it is unnecessary to push
them towards speedier reform proposals. Putting too much pressure onto them
may yield opposite results and will not be beneficial for the development of
democracy.

The main objective of the Basic Law stipulation on the 2007 constitutional
review is to maintain Hong Kong's political stability in its reunification with the
Mainland. The Basic Law provides that constitutional developments shall be
conducted with regard to the actual political status here and to the principle of
gradual and orderly progress. Since reunification, constitutional developments
in Hong Kong have moved in an orderly pace and in accordance with the Basic
Law. What this has prevented is the political instability that may sometimes
result from too rapid constitutional reforms. Luckily, in the last five years,
what we have is political stability. A good example of the steady approach is
the expansion of the Chief Executive Election Committee. The 400-member
committee that initially elected the Chief Executive has grown to an Election
Committee of 800 members in his second-term election. Moreover, the
Legislative Council Election will gradually phase out the seats elected by the
Election Committee, and will proportionately increase geographical seats
through direct elections.

It is crucial that constitutional developments in Hong Kong continue in this
gradual and orderly process. Hong Kong is an international city, recognized as
one of the world's freest economies. Our continued economic growth relies on
continued foreign and local investments. Hastily changing the established
constitutional system will not only result in a loss of our competitive edge,
increased chaos and likely social instability, but investors may lose confidence
and pull their investments away from Hong Kong. That will not be good news
for our economic revival.

The fact is, the freedoms enjoyed by Hong Kong people are no worse than
those of most democratic states in the world. Over the past few decades, Hong
Kong has established itself as a free, just and honest society. We enjoy various



LEE — 2003F 2 H 19 H
LEGISLATIVE COUNCIL — 19 February 2003 181

kinds of freedoms protected by law. Moreover, there are a number of channels
for the general public to redress grievances against the Government and
participate in government policy affairs.

Madam President, the Basic Law stipulates that Hong Kong can change the
existing election methods for the Chief Executive and Legislative Council
Members after 2007, if the proposed changes are approved by a two-third
majority of all Legislative Council Members, the Chief Executive and the
General Committee of National People's Congress. Taking into account the
overall interests of Hong Kong, our constitutional system should allow for
continued participation by various sectors of society. A balanced functional and
geographical representation in this Council must be preserved and perpetuated
into the future, so that Hong Kong's stability and prosperity are guaranteed.
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Madam President, the Honourable Abraham SHEK wants to portray the Honourable
Emily LAU as a romantic heroine, but actually I think the truth is that it is the Honourable
Abraham SHEK who is the romantic type, because he wants to portray himself as a
responsible father for all the children who are being spoilt, who are asking for democracy. In
fact, Madam President, I neither feel romantic nor spoilt, but frustrated by hypocrisy.
Although for the last 20 years in Hong Kong, they have been saying that Hong Kong is not
ready even though they support democracy, yet in the same breath, they have no difficulty in
saying that Hong Kong is a first-class international city.
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DR RAYMOND HO: Madam President, according to the Basic Law, the Chief
Executive and Legislative Council Members are to be elected by universal
suffrage in the future. Under these circumstances, a constitutional framework
that can put this clause into practice is needed, and hence a constitutional reform
is necessary. To carry out a constitutional reform, we in the first place need to
review our constitutional developments. Theoretically, the sooner we review
our constitutional developments, the better we will be able to draw a
constitutional framework that is suitable for Hong Kong. Unfortunately, Hong
Kong's current situation does not appear to give us the best timing to do so.

While I am glad to learn that the executive authorities have undertaken in
the Policy Agenda to begin to make suitable preparations for the review of
constitutional developments after 2007, I am worried that if the commitment
were put into practice now, Hong Kong would need to face more problems which
would hinder its economic recovery.

Hong Kong is now being obsessed with political, social and economic
problems. Politically, the accountability system and Article 23 of the Basic
Law are issues of controversy. Although the accountability system has been
implemented for a period of time, many Hong Kong people still doubt its
effectiveness. And in fact, it has been criticized by the public for not being able
to increase people's confidence in the Government since its implementation. As
for Article 23 of the Basic Law, public opinions are still very divisive, although
the Basic Law does require the Government of the Hong Kong Special
Administrative Region to legislate on this Article. Socially, the unemployment
rate in Hong Kong is still standing high. Many citizens are complaining about
the inability of the Government to address the problem. Worse still, while
many Hong Kong people are unemployed, import of labour as well as
professionals is allowed and encouraged to increase Hong Kong's competitive
advantage. Economically, Hong Kong is suffering from a negative growth rate.
The Government's deficit together with the salary reduction and layoffs
becoming a frequent phenomenon in the private sector, have made people urge
the Government to reduce the salaries of civil servants. A law was therefore
enacted last year to make the pay reduction feasible, but at the same time, it
adversely dampened the morale of civil servants. Currently, another pay
reduction is being discussed between the Government and the civil servants. If
the pay reduction is implemented, civil servants' morale would further go
downhill.
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The problems that I have just mentioned and are on the agenda of people's
mind are highly controversial in Hong Kong. More importantly, they have
made people continue losing their confidence in the Government.

What the Government should do now is to improve people's confidence by
helping the economy of Hong Kong to recover as soon as possible.
Implementation of political reforms that will incur more controversy is
undesirable at this stage. Controversy will make us unable to achieve a more
harmonious social atmosphere which is essential for economic recovery. This
differs significantly from the situation three years ago. People's sentiments
likewise change with time.

Madam President, I so submit. Thank you.
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Ms Emily LAU rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 24 were present, 13 were in favour of the amendment and 11
against it; while among the Members returned by geographical constituencies
through direct elections and by the Election Committee, 29 were present, 11
were in favour of the amendment and 17 against it. Since the question was not
agreed by a majority of each of the two groups of Members present, she
therefore declared that the amendment was negatived.
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Mr LAU Chin-shek rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 24 were present, 13 were in favour of the amendment, four
against it and seven abstained; while among the Members returned by
geographical constituencies through direct elections and by the FElection
Committee, 29 were present, 11 were in favour of the amendment and 17 against
it.  Since the question was not agreed by a majority of each of the two groups of
Members present, she therefore declared that the amendment was negatived.
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ERE BN EE R LRR - RREBGE 1 9# -

EFE  RAEMBRR -

R BREEHEFERR - MR REHEE RAEFEIERE BT RR -

e E g ¢

Functional Constituencies:

RXOCEE > HPEEE  BEOURMEMREKBEZEEE K



kg — 2003%F 28 19H

LEGISLATIVE COUNCIL — 19 February 2003 213
EZREE  =EHERERE  HHILEE MKERE RETEE  HKE

B NP ER AN -

THHFEE  HIEREE  BARRERE  FRERE MHE®BEE  RE
XokBe  EREREE BFERE  FIREERE  FTREEKE  RFAR
B R EEHREAEM -

MhjEE N ERLE Y
Geographical Constituencies and Election Committee:

B {%ﬁ’@/un B HE#EE BHHEE  FTAOEE

MEWHEE  WERCEE  FTHEARE  FHEEE %ﬁ%?i C VR EE HH
FZE#BE  AEERE MHEXREE ANRERE H

=
53

Eﬁfﬁﬁﬁaﬁé*ffﬂz B FNIHEHE  EFRERE  EESHEHE  SIRE
CRGIEEE  DEEEE NI EREEFEE -

F I B A RS H g e H e R FEE’J%E 7523 NHFE -4 NER T NRCE
12 N MEH B EERERERES igﬁﬁ’%;zéiiﬂﬁnié! - B 28 N
17 NER - 1 ANNH 9)\%#’* FE A 3 R R T 15 /T A o0 AR T 5 8 o B DL
FHER MREEMERERSGR -

THE PRESIDENT announced that among the Members returned by functional
constituencies, 23 were present, four were in favour of the motion, seven against
it and 12 abstained; while among the Members returned by geographical
constituencies through direct elections and by the Election Committee, 28 were
present, 17 were in favour of the motion, one against it and nine abstained.
Since the question was not agreed by a majority of each of the two groups of
Members present, she therefore declared that the motion was negatived.
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NEXT MEETING
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Adjourned accordingly at ten minutes past Twelve o'clock in the morning.
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Annex

EDUCATION REORGANIZATION (MISCELLANEOUS
AMENDMENT) BILL 2002

COMMITTEE STAGE

Amendments to be moved by the Secretary for Education and Manpower

Clause Amendment Proposed
1 (a) In the heading, by deleting "and commencement".

(b) By deleting subclause (2).

43 By deleting subclauses (5) and (6).
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Appendix |
WRITTEN ANSWER

Written answer by the Secretary for the Environment, Transport and
Works to Mr YEUNG Yiu-chung's supplementary question to Question 1

During the meeting, the Honourable YEUNG Yiu-chung enquired about the
number of pedestrian accidents occurred at/near pedestrian refuges in 2002 and
the major contributory factors for the accidents. The Secretary for the
Environment, Transport and Works responded that 33 pedestrian accidents
occurred at/near pedestrian refuges in 2002 and undertook to provide details on
the major contributory factors for those accidents after the meeting. Please find
attached at Annex the supplementary information required for Members'
reference.

Annex
Major Contributory Factors for the Pedestrian Accidents
occurred at/near Pedestrian Refuges in 2002
Major Contributory Factors No. of Accidents

Pedestrian Factors

1 Crossing road heedless of traffic 18
2 Inattentive 4
3 With defective vision 1
4 Jay walking 1
Driver/Vehicle Factors

5 Disobeying traffic signal 2
6 Driving too fast for other road users 1
7 Driving too close to kerb 1
8 Overtaking on nearside negligently 1
9 Turning left negligently 1
10 Starting negligently 1
11 Losing control 1
12 Other driver factor 1
13 Vehicle factor 1

[Total 34

Note:  The total number exceeds 33 because an accident may involve more than one contributory factors.
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Appendix |1
WRITTEN ANSWER

Written answer by the Secretary for Health, Welfare and Food to Mr
Michael MAK's supplementary question to Question 6

The Hospital Authority has not conducted analysis on the background of patients
who applied for fee waiver. However, according to the experience of front-line
social workers, most of the applicants are chronic patients or from the low-
income group.
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Appendix 111
WRITTEN ANSWER

Written answer by the Secretary for Health, Welfare and Food to Dr LO
Wing-lok's supplementary question to Question 6

The number of accident and emergency (A&E) related complaints received by

the Hospital Authority in the four-month period before and after the introduction
of A&E charge is as follows:

No. of complaints

Before the charge

August 2002 28
September 2002 16
October 2002 30
November 2002 21
Average 24
After the charge

December 2002 28
January 2003 26
February 2003 27
March 2003 24
Average 26

From the above figures, the number of A&E related complaints before and
after the introduction of A&E charge are similar.
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Appendix IV
WRITTEN ANSWER

Written answer by the Secretary for Health, Welfare and Food to Mr
Michael MAK's supplementary question to Question 6

The Hospital Authority has advised that according to the experience of the
front-line social workers, most unsuccessful applications were rejected on the
ground that the applicant concerned has failed to meet the financial criteria.



