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Thursday, 27 January 2005
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The Council continued to meet at Nine o'clock
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MEMBERS' MOTIONS

MBEE
MOTION OF THANKS

TREAEH 2005 F 1 B 26 HEEWEE R W
Continuation of debate on motion which was moved on 26 January 2005
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“abuse” E ¥ — “The abuse of Hong Kong's constitution” %
# : “It has been used to emphasize Hong Kong's autonomy, or to assert
Beijing"s sovereignty — whichever best suited Beijing and the TUNG

administration.” - fifz &V am 2 “A law compels obedience only when the
ruler and the ruled are equally bound by it. Opportunistic use is a sure way to

discredit a law. | fear that fate has befallen the supposed charter of Hong
Kong's autonomy and self-government.”
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DR DAVID LI: Madam President, it was heartening to hear the Chief Executive
tell us that Hong Kong's economy is growing strongly. The economic trials of
the past seven years are behind us. The economic agenda is set. We are now
building on Hong Kong's key strengths. All that remains is to follow through,
ensuring that the agenda continues to be implemented with imagination and a
strong sense of commitment.

In general, the banking community supports the economic direction
pursued by this Government, and looks forward to continued growth and
prosperity in the years ahead.

My following comments are put forward in the same spirit of co-operation
which the Chief Executive exhibited in his policy address. | would like to
highlight two areas of particular concern to the banking sector: the Personal
Renminbi Business Scheme and CEPA 111.



kg — 200518 27 H
270 LEGISLATIVE COUNCIL — 27 January 2005

Let me be honest. The limited Renminbi business now carried out by
banks in Hong Kong does not deserve the high status accorded to it in the policy
address. Hong Kong is not a Renminbi Centre. It is a mere Renminbi
Collection Centre. Most banks participating in the Renminbi Business Scheme
are losing money.

One year has passed since | made a call in this Council for more official
contact with the Mainland, and more hard work to extend the Scheme. Nothing
has happened. The proud boasts in the policy address are mere words. It is
time for the Chief Executive to take responsibility for the claims he has made.
It is time for real progress in turning Hong Kong into a real Renminbi Centre.

Regarding CEPA 111, the banking sector has made a number of proposals.
These include:

- relaxation of the shareholding limit in mainland banks. This would
allow Hong Kong banks to make a greater contribution to the
development of the Mainland's banking sector;

- reduction in the capital requirements to open a full-service branch
on the Mainland. The capital requirements which Hong Kong
imposes on mainland banks operating here are considerably less.
We believe that equal treatment should prevail;

- allowing Hong Kong banks to treat Renminbi deposits in Hong
Kong and on the Mainland as the same; and

- allowing trading in Renminbi derivatives and bonds in Hong Kong.

Madam President, given the favourable economic situation, this policy
address offered the Chief Executive a rare opportunity to deal with the larger
issues which had been pushed aside during the economic downturn.
Furthermore, this was the Chief Executive's first policy address to the third
legislature of the Hong Kong Special Administrative Region. As such, it
offered a chance for a new beginning, setting the tone for the coming Legislative
Council term.

Holding up the banner of people-based governance, the Chief Executive
spoke of his determination to work with the District Councils. He spoke of the
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important role of the advisory councils. Yet, he all but ignored the Legislative
Council. The omission is unfortunate. For under the Basic Law, the power to
legislate rests with this Council.

Over the course of the next two and a half years, it will be essential for the
Chief Executive, his Policy Secretaries and this Council to work together closely
to build for the future of Hong Kong.

Three fundamental issues are of pressing concern:

- the widening gap between the rich and the poor;

- our living environment; and

- political reform.

Let me deal with each in turn.
The Widening Gap Between the Rich and the Poor

This issue was dealt with in the policy address, although not in so many
words. To succeed, the Chief Executive must rally Members of this Council,
community groups and the public at large to his cause. A positive community
spirit is in every bit as important as the Government's commitment in narrowing
the divide between the rich and the poor.

In this regard, | find the proposed Commission to Alleviate Poverty

woefully inadequate. The proposal that the Financial Secretary should lead the
Commission......

TR FHERE > AHELS - MEERNES R\ BOR#EE - 235
SRS 1 HBOREE R M A E SRR B AFAEREEE A
TR ARZHEHE - (Ra] & AR BUH A B A S E 2 (Rl 3058 & 5R R B A B
Y ] R



kg — 200518 27 H
272 LEGISLATIVE COUNCIL — 27 January 2005

DR DAVID LI: 47#y -

Within the next one to two years, this Council will be called upon to
legislate for the political framework for the elections in 2007 and 2008. The
issue facing us is not universal suffrage in isolation. The issue is how to make
our governing structure more effective. This involves the relationship between
the executive, the legislature and the people.

By emphasizing people-based governance, the executive appears to bypass
the legislature. On the other hand, the actions of some in this Council are seen
as a challenge to the authority of the executive. The legitimate roles of both the
executive and the legislature are enshrined in the Basic Law. Neither party can
ignore the other.

The third Legislative Council must deal with political reform during its
term of office. This policy address was the right time for the Chief Executive to
support substantive change, aimed at strengthening our political institutions and
Improving governance.

Of course, such change must be in line with the Basic Law and the 2004
interpretation of the Standing Committee of the National People's Congress.
But changes must be made. Hong Kong cannot afford to have a government
which is hostage to narrow interests, afraid of acting on behalf of the people of
Hong Kong.

The policy address highlighted impending problems which will require
strong political will if they are to be resolved. These include:

- the funding of our health care system, as our population ages; and

- the imbalance in our tax system, and the possible introduction of a
goods and services tax.

The present Chief Executive will not tackle these issues. His policy
address made that clear. However, his successor must. The Chief Executive
and this Legislature owe it to the next Chief Executive to put in place a political
structure which is effective, and a structure which will allow us to move forward
on these and other contentious issues.
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For effective governance, the executive authorities must enjoy the support
of both this Council and the popular will.

Thank you.
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Meeting suspended.

E4 10 BF 22 53
10.22 am

Council then resumed.
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DR RAYMOND HO: Madam Deputy, as pointed out in the 2005 policy address,
the economic outlook of Hong Kong is promising. The unemployment rate is
dropping and the growth rate of 7.5% in the GDP has been reported. Reviving
the economy is one of the policy areas addressed by the policy address. |
believe that if the Government can provide a good business environment for
citizens as well as enterprises to work in concert with one another, full economic
recovery is not impossible.
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As mentioned in the policy address, regulatory regimes and licensing
procedures are to be streamlined and simplified respectively in order to provide a
good business environment to investors. This measure is highly appreciated.
As | have discussed with the Government in the past, complicated administrative
procedures will only pose hindrances to businessmen. | believe the new
measure will offer them facilitation.

According to the policy address, construction/real estate and retail sectors
are given priority in this area. | hope that the Government will keep its
progress of work on schedule in order to avoid any delay, and hopefully, it can
deal with the other sectors earlier.

In recent years, Hong Kong has moved closer to the Mainland,
particularly the Pan-Pearl River Delta Region, in terms of commerce.
Undeniably, the Mainland is a large market. We should capitalize on our
geographical and cultural proximity to enter this market. To facilitate it, the
Government should liaise with the mainland provincial authorities to simplify
their relevant procedures. In my opinion, to accelerate Hong Kong's economic
recovery, it is necessary for us to expand our market. Only relying on the local
market is definitely not sufficient.

Although Hong Kong's economy is recovering, there are many problems
which the Government must address to for a full economic revival, and among
which is the labour problem.

As we all know, Hong Kong is undergoing economic restructuring — from
a manufacturing-based economy to a service-based economy, and we are in a
transition to a knowledge-based economy. It is expected that the job market for
low-skilled workers will be smaller and smaller. Unfortunately, in recent
years, while the Government has put a lot of resources in higher education, it has
neglected the need to upgrade our low-skilled labour. As a result, there is a
serious mismatch of human resources. According to the manpower projection
study conducted in 2003, it is estimated that by 2007, there will be a possible
excess of 230 000 workers with relatively low educational attainment. By this,
it is obvious that to solve the unemployment problem in a long-term manner, it is
necessary for the Government to provide low-skilled workers with relevant
self-improvement programmes, particularly for upgrading their skills and their
English Language.



kg — 200518 27 H
LEGISLATIVE COUNCIL — 27 January 2005 319

Hong Kong is an international city. A large number of foreigners come
to Hong Kong for travel and business every year. Unfortunately, many people
in Hong Kong, including those in the servicing industry, are unable to
communicate with foreigners even in simple English. | think providing English
Language programmes to low-skilled workers will not only help them make a
living, but will also help Hong Kong keep its image as a cosmopolitan city.

Besides labour problem, the Government must also make sure that it
adopts a consistent approach in its policy in order to help Hong Kong recover
from the economic downturn. Frequent changes of policy will waste time and
resources, and more importantly, ruin investors® confidence in Hong Kong.

The Asian financial turmoil took place in 1997. During these years,
many Hong Kong people suffer from unemployment, negative equity and salary
reduction, and so on. These years are really a setback and have posed a very
hard time to many people. However, we are glad to find that an economic
upturn is just round the corner — the unemployment rate has dropped steadily
from a peak of 8.6% in 2003 to 6.5%, property values have rebounded
significantly, and cases of negative equity have dropped drastically from a peak
of over 100 000 to about 25 000 last September.  With the new policy address, |
hope that the Government will create a better business environment in which
stable government policy, sufficient skilled labour and other supporting measures
can be found. With this, it is expected that we will be able to thoroughly shake
off the economic doldrums very soon.

Madam Deputy, | so submit. Thank you.
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MR BERNARD CHAN: Mr Deputy, the Chief Executive reported in his
address that the recovery of the Hong Kong economy since 2003 has been
broad-based and sustainable. In particular, the domestic economy has started to
perform much better. A good illustration of this is the insurance industry. In
the first three quarters of last year, we saw life insurance business pick up by
31%. That is a clear sign of confidence, and people are planning for the
long-term future.

As the Chief Executive indicated, our economic future largely lies in the
financial and production services. These are areas where Hong Kong has a
clear comparative advantage. We have the infrastructure, the institutions and
the clusters of skills which other regional cities cannot match.

| am surprised that even now, | still meet journalists, visitors from
overseas and other people who believe that Hong Kong competes with other
cities in the region. We do not compete with them. They do what they are
best at doing — maybe manufacturing — and we do what we are best at, like
financing and servicing the industries in those other cities.

However, some of these other cities do believe that they can compete with
us. | find that very difficult to believe. It takes a long time to develop
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institutions and critical mass. But it is interesting to see them try, because it
shows us what they consider to be our weaknesses. Looking at places like
Shanghai and Singapore, | believe they can see our weak spots, such as attracting
talents and keeping them.

The Chief Executive announced plans in his policy address to examine
ways to draw talented and skilled people to Hong Kong from the Mainland and
around the world. | fully support this idea. The Government will need to
exercise leadership here. With unemployment still a problem, some people
may be suspicious about opening the door to new migrants. \We need to make it
clear that people with energy and new ideas can create wealth and employment,
and we need policies which encourage such people to move here.

We also need to keep talents, and this brings us to the subject of quality of
life. This is not a luxury — such as a bit of icing on the cake. In future, this
will be as important to our economic success as good infrastructure, the rule of
law, clean government, and so on.

The state of our air, the fumes in our streets, the lack of space and the low
priority given to preserving the appearance of our city threaten our economy. If
we cannot turn Hong Kong into a nicer place, a place where talented and skilled
people and their families want to live in, we will lose our edge. Other cities in
the region know this.

Mr Deputy, like the Chief Executive, | look forward to seeing continued
healthy economic development. Thank you.
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MR BERNARD CHAN: Madam President, it is interesting that the better our
economy performs, the more we can see the growing gap between the rich and
the poor. It is also interesting that we do not have an objective analysis of the
exact reasons for this trend.

We can be pretty sure that part of the problem is the rising number of old
people retiring, with too few savings to live on. Another cause must be the
decline of labour-intensive, low-value industries in Hong Kong. These are the
major trends which we know about. We cannot reverse them. We have to
adapt to them.

But there are other possible causes of this problem. Some say that our
domestic economy is too sluggish or inflexible, and it needs structural reform.
Some say that our education system is simply failing to keep pace with a modern
economy. Some say the same thing about migration patterns. Some say that
low salaries are the cause of the problem. Others say that low pay is a symptom,
not a cause.

Since we do not agree on what is causing this trend, we cannot really
expect the Government to come up with a simple solution. But we can all agree
that poverty should be a community-wide concern. Whatever the cause, it leads
to health problems, crime problems and other social burdens. It creates
financial and economic costs for everyone.

| do not believe that only the Government and the spending of more money
can fix these problems. So, | am very glad to see that the Chief Executive has
in his address encouraged the private sector to become more involved in helping
the under-privileged.

Hopefully, the $200 million Partnership Fund for the Disadvantaged will
help encourage new links between the donors and the welfare agencies. |
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particularly welcome that part of the fund earmarked to support sustainable
partnerships, especially between the business and the welfare sectors. There
are many things the business community can do — often on a small scale —
which will make a difference.

Many people are calling for an increase in CSSA payments. At the same
time, other people believe that CSSA is too high. This is a good example of
how we do not have a common understanding of this problem.

Different sorts of people are claiming social security. Many are elderly.
For many of them, this is an expensive city, and it does not help anyone to force
them to stay here if they do not want to. For that reason, | welcome the
extension of portable CSSA to Fujian province. And | support the idea of
allowing people to receive old age allowance and disability allowance while
being absent from Hong Kong for up to 240 days.

Obviously, we need to administer these systems and make sure that people
remain eligible for their benefits. But in other countries, it would be normal for
people to retire to cheaper regions, and it should be the same for us.

Many CSSA recipients are able-bodied. For many of them, basic factors
like where they live and the cost of transport can seriously reduce their
employment opportunities. So, | also welcome the review of CSSA to help the
able-bodied to help themselves. | look forward to seeing how that review works
out.

The Chief Executive also announced measures to help the younger
generation in poorer families, to give them a better chance in life as they grow up.
This includes providing more resources so that such children can have access to
music, art, computer and other activities.

| am sure that everyone would agree that this is a worthwhile aim.
However, not everybody is happy. | have heard comments from quite a few
middle-class people that they cannot afford such extras for their children. They
do not expect the Government to give them hand-outs. But it is another
reminder that we cannot depend simply on taxpayers’ money to solve the
problem of poverty.
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I would like to mention several food safety and environmental hygiene
measures which | think are very important.

| think it is essential that we all support the feasibility scheme on
centralized chicken slaughtering. | find it amazing that there are people who
oppose this initiative. We must separate humans and live poultry. It is a
health issue. Potentially, it is an issue of life and death, and it is a clear
example of a situation where the community must come before interest groups.

This may also be the case where food labelling is concerned. | agree that
we should avoid placing more regulatory burdens on business — and extra food
labels could be a burden. 1 also realize that the content of labels can become a
political issue. But we are facing a growing problem in Hong Kong with things
like obesity, heart disease, high blood pressure and other diet-related diseases.

| used to occasionally eat a particular brand of instant noodle here in Hong
Kong. Then, when | was in the United States one time, | bought the same brand.
It had a food label and | read it. You would not believe how many calories
there are in those so-called "good noodles™. | have not eaten them since then —
which is too bad for the manufacturer. But the fact is people in Hong Kong
need to make informed decisions about what they eat. | think better food
labelling has an important part to play. Again, this is a health issue, and the
interests of the community should come first.

The same applies to extending the ban on smoking in workplaces and
public places. I hope this Council will support both those ideas. | would also
like to add my support to the proposal of regulating health claims of orally
consumed products. This is about dangerous advertizing. If people believe
the claims made for these products, they might not seek proper medical advice
when they need it. | believe this needs to be addressed.

Madam President, | believe that the development of a just and caring
society is a fundamental responsibility shared by the Government, this Council
and the community as a whole. | am happy to support the Administration’s
proposals.
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SUSPENSION OF MEETING
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Suspended accordingly at twenty minutes past Ten o*clock.



