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MEMBER'S MOTION
MOTION OF THANKS
Resumption of debate on motion which was moved on 25 October 1995

PRESIDENT: Council will now resume. Before we resume the debate on the
Motion of Thanks, | would like to remind Members of the provision of Standing
Order 27(1) which says that a Member shall address his observations to the
President or Chairman of the whole Council. This means that Members should
not direct their remarks to one another, but to the President or to the Member
presiding. The Council will now continue with the Motion of Thanks.
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MR JAMES TIEN: Mr President, just over 20 months are left before the change
of sovereignty. At such a sensitive time, investors must weigh their future.
Some are hedging their bets. This is only cautious human nature at work. We
are pleased that China and Britain have largely resolved their differences.
Peace between them gives us hope as we concentrate on fixing our troubled
economy which has to be our main concern.

Most of us in the business and industrial sectors are pragmatists before we
are optimists. We are worried because the once vibrant private sector is now
hurting. Our gross domestic product grew by 5.9% in the first quarter of 1995.
This cheery prediction was revised to 5.5%, and most recently by the Governor,
to 5%. Since statistics always reflect the past, the downward spiral is perhaps
worse than what the already bleak figures suggest.

Some certainly feel that the territory is in for a slump after a decade of
dazzling, uninterrupted GDP performance during which unemployment never
exceeded 2.5%. A side-effect of the 1985-1995 boom has been high inflation.
Another is a somewhat spoiled, choosy, expensive and demanding labour force.

Investors worry that the economy is running out of steam at a most volatile
period. We fear that a prolonged recession, coinciding with the last phase of the
transition, may give the world a false impression that we, the business
community, lack confidence, that we are being eclipsed by our regional rivals,
and that we are preoccupied with politics.

Many factors together stifle growth in a territory-depending trade, credit
and foreign interest rates. The roots of our present difficulties may be complex,
but the timing was precise. We sensed the start of the slowdown at around March
of last year. That was when the Government intervened in the property market,
forced banks to limit mortgage lending to 70% and told buyers to wait. The
result was sudden and dramatic. The good news is that the speculators have
been chased out as demand slackens and the cost of a typical home slashed by up
to athird. The bad news is self-evident.
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What the Government did not foresee, but the business sector did, was the
chain-reaction. As the property market sagged, developers, real estate agents,
construction workers, plumbers, electricians, lenders and all those whose
livelihood depend on this type of business suffered. With earnings cut, jobs
insecure and with property owners feeling the pinch, people started to save,
rather than spend.

The dire consequence has been a rash of closures, merchandise sold at low
or no profit, investments curbed, clerks fired and small entrepreneurs themselves
joining the unemployment queue. Desperate companies now go on fire sales,

driving larger firms to do the same. Just a walk around town these days or a
talk with shop keepers should convince even the unionists that the economy —

60% of which is driven by consumer spending — is not well.

Mr President, who is partly to blame for the widespread hardship? Most
of us have to point our finger at the Government which basked in the private
sector's glory of the past 10 years, collected the riches, and never considered a
coherent economic strategy. The past two decades of neglect, often described
as "positive non-intervention”, which is another way of saying "Do nothing",
have caused Hong Kong to lag behind other Asian tigers — Singapore, Taiwan
and South Korea in industrial development. They, unlike ours, are not
apologetic about government in close partnership with the business sector.
Each of them has followed the Japanese example in which the powerful Ministry
of International Trade and Investment (MITI) has coached some companies for
excellence, even dominance, in certain specialties to the country's benefit.

Not one of our neighbours has complacently allowed, let alone encouraged,
manufacturers to migrate. They know that the hollowing out of industry and
exclusive reliance on one field, say, finance and service, may be fatal. Let us
take a look at Singapore, a city state that mirrors us in some ways, a city that is
determined to keep its economy diversified, dynamic, and technologically
fuelled.

Today, Singapore has attracted a lion's share of blue chip corporations and
lured talents from abroad, including those from Hong Kong.  Many advanced
companies now manufacture their most sophisticated equipment there. That
country recruits as many guest workers — now around 100 000 — as are

needed to keep the factories humming.
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Though roughly on a par with Hong Kong in per capita GDP, Singapore's
manufacturing industry accounts for 27% of its economy compared to 11% in
Hong Kong today. More sobering still, the Singapore GDP growth rate in 1995
will be double that of ours, while its inflation will be half ours.

The Government, in its effort to improve the environment, did not
appreciate the burden it could impose on the commercial and industrial sectors.
For example, administrators seriously miscalculated the impact of the sewage
surcharge on the catering industry. Officials estimated that the extra levy would
add 10% to operating costs when in fact it is more than twice as high. This,
coupled with weakened consumer confidence and reduced spending, has
devastated the business. Some 600 restaurants folded in the first six months of
the year. That was only the beginning. By the end of the year, up to 800 of
these premises — roughly 10% of the whole sector — would close.

What is more, our Government has spent a lot of time and energy towards
politics and towards meeting the demands of activists. Businessmen now ask:
What is our priority, more bread or more ballots?

The Government also boasts how we enrol more than twice as many
university students as we did a decade ago. For sure we should be proud. But
have we ever wondered how we are going to place our ambitious university
graduates? Do we expect them to be contented with menial and dead-end jobs?
Just as society has nurtured their minds, it has to provide them with careers that
have bright prospects. If we do not gear our economy to meet their abilities, we
will have failed them — as well as failing ourselves.

Mr President, we applaud the Administration's pledge to build a Science
Park. But the promise was made a decade ago and progress has been painfully
slow. Singapore and Taiwan are well on their way to replicating Silicon Valley.
Even the Pudong district is poised to do the same. Here in Hong Kong, famous
for its bold efficiency, the Government procrastinates. We cannot afford to lag
further behind. Let the best and brightest of our younger generation compete on a
levelled playing field.

Mr President, public enemy number one today is not unemployment, but
job and skill mismatching. We have jobs without people to do them and people
without jobs. Such an anomaly is the symptom and not the disease. We need
an economic stimulation package. Other governments perk their economy with
initiatives. Our Administration — which has been rightly prudent and | praise
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them for doing so, — can ease the self-imposed constraints without deviating
from the principle of long-term fiscal discipline. A cut of 1.5% in both
corporate and personal salary rates and a freeze in other levies would be the
perfect tonic. The Government, with its $150 billion reserves and $400 billion in
the Exchange Fund, can afford to leave more money in the private sector where it
can do the most good.

Mr President, we in the commercial and industrial sectors object to the now
scaled down labour import scheme with a ceiling set at 5 000. The
Administration should not tamper with the existing program the maximum quota
of which is 25 000. The Labour Department knows that the current scheme is
slimming down on its own. Today, only around 15 000 are employed in that
program which will continue to shrink. If the economy continues to be stagnant,
and unemployment rate continues to rise, employers will automatically employ
less imported workers.

Let us not mince words. Local union leaders and several parties have turned
guest workers into scapegoats. This is politically motivated. Even if we were
to fire all the foreign employees, we could not substitute them with local
workers.

Let us look at the employment picture objectively. We have 110 000
unemployed in a working population of three million. Those 15 000 foreign
workers constitute only 0.5% of the labour force. Sacking all labour import
scheme employees would not affect the 3.5% jobless rate that much. Some of
the companies which stripped off their foreign workers would move the rest of
their operation elsewhere or go out of business, creating even more
unemployment. The Labour Department has registered 60 000 job vacancies.
Let us allow the Government to match jobs with the jobless. Let us not incite the
people to hysteria.

Mr President, we have here some workers pampered by success over these
last 10 years in which wages rose faster than productivity, in which job hopping
was a common past-time. We employers have watched our staff desert us. Some
of them switch employers shortly after their training and before they are even
productive. We also hear constant demands for more money, longer holidays,
more benefits, better conditions but fewer obligations and responsibilities. We
do our best to meet the requests but sometimes we simply cannot cope. We are
losing our competitiveness. Are we exaggerating? Consider this: a recent
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television documentary featured a carpenter who claimed to be unemployed for
months. He said he would do any job rather than accept Comprehensive Social
Security Assistance. He later went for an interview and was hired. But he
turned down the offer because the boss would only pay him $450 a day when he
was used to earning $600.

We employers often do not have that option. We take what business we can
get. We are being squeezed by customers overseas who would source their
supplies elsewhere unless we sell our goods cheaper. We assume risks and
liabilities. Perhaps some workers are beginning to see the world from our
perspective too. Employers do not regard employees as enemies. \We are on
this boat together and let us keep it afloat.

Mr President, sometimes the common question is: What makes a good boss?
Is he someone who indulges his staff, swamps them with fringe benefits, bonuses
and budget bursting wages only to fold his company, leaving his employees to
fend for themselves? Or is he someone who is fair but not lavish, and who
makes a profit so that his company will last and his workers can have security
and long-term prospects?

We urge legislators to think of the whole economy and to empathize with
employers. We are now facing more additional benefits payments than we care
to recall. The Mandatory Provident Fund, the Old Age Pension Scheme, more
severance and long service payments, extended maternity leave, gender equality
in employment and promotion, calls for unemployment relief fund and so forth.

No doubt the unionists and their political allies in this Council mean well for
the workers. We the employers share the same objective of prospering Hong
Kong, even if we differ on the tactics for achieving this. We hope that
employers and workers' representatives can arrive at an understanding and
mutual co-operation.

The 1997 uncertainty and a struggling economy are forcing some investors
to wait and see. The Legislative Council could not assure them either, if it
Insists on turning the people against each other based on class.
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For sure ask for more, but please do not forget that, if the economy wilts,
jobs will vanish. When that happens, all will mean nothing. No one can
legislate jobs into being. Only business can create employment and ensure a
decent future for all of us. We have a common interest: a stable Hong Kong
friendly to business, devoted to growth, committed to the rule of law and,
ultimately, for a better standard of living for everyone. Thank you. Mr
President.

ZEANEEHE  ZH LT o 5 RIG Rl 8L ohRFam i Bl & R o Bk
X7 E S o EARFIENKRER - g RERM s RERH A HILREEDN
R PR R HEHE A "REBRRT oMM REE . EEA]
LRt se & —Hk o A AR ~ f AN PR RI AR EL 70 - IR TAsfth "B ™
MR TRCET i TRCET MR TE R RS REER
ah oo AEBAIGHE A EE -

FENTFREE - & B & WOUE 7 A8 ok 52 2 11 5725 ol s B A
BRI » — A RWRFENTEFTT RSN - BERERKOER T - A
Tl BKRRmATRBEMPESHME  —HPTEREXTAEZ LT RERX
- HEZ-EEEEK -5 LAEMECETT BT REEOL&EME -

HEREMOBEREEEAEADHAEFREE + "kt E - BREI
e BT B AR MBS R EERNEH PR
TEES - W HE R T R

B E®EEETNT T EEEHCH "R o TEE-FRE - TR
CEEXEDET B MEA RS TEQERRRY - MBS E TR E D
BE > BEEBOLIAH REE2GE MM "Fik” P EfEERBK
R BRBITRUREREYBBFHLAERIR » KAagEERNBEFERKECS
W ARG ERBEND ET  BEARTREREREFNENR - LHELR
Ry EntEgmERETREZFRLENERGEED - M0 A6 E SR
EWAEERIER T -

HEMFKZEESEN  AECEGHEUCHESBEHR KX CHEBRE
EERKNERE - SECELEE  ERRBBUFERMEEIER IR G2’
ANBREGWHERLIABLEBR - RERAF N BUORM S E E BRI
s B ANEENESEEEELY > Hrs2RETEEZ0TR  FlEE



LEGISLATIVE COUNCIL — 26 October 1995
18 THER — —hAhABRF+H+BZ+/<H

A A R B A B 5 e 5 8 A A B R TR B
BoOPHAERCHBERELEEE - BE  TEAGRRECHED ¥
516 T R L TIT 5+ 7 i T O S o B0 BN R T R - T B o
0 R4 RS PR B - TEAE BT AL TR T B P S o B R
T4 S -

AR BHEALERREGRIER  —CEFGTHRKEREED
R B o BT DU T R 38R BURT E 2 T A B 1 B B Y s A RS A o 1T
SIEIEHESMERTN AL -5 REBESTREZEAZERSEE &EET
EE KRR - BERB2EREE - HA - 58 - Frin ik A 3= E e B85
e F KMBHSEBEZAEELHERSE > FEGHMM > EHRM
G o A EEERBENILE - YA EAEE - 5
BERAE HMABNIFCERETBETERNIKENE TERERHER
{H B s 1 B AR R AN S R P (b - (RES T B0E o E W T B R DA
RFEFEBIHURKBEGEEHE TREZEROEE - ol =M =/NgEML > 7£
BRI AHEECES B RKE - LWAZE L ANEERF IR - 454 1 £ ZE
BHAE 0.1% > BEEALHETR - HHEMEN 2.33% 588 1.79%  REH
0.2% - —BREERERE - WMEMKRPSL - FRMHEXEEZRSHELE
FTEER 0.5% - THAEBHBRIIVBEHEENH AmPFARM L EER
FIRFERE A EARPEMNT TR MBI REE AN BRI FZ2HEAHEF
B TR

FR - BF RN EE TN WY B /N A A SR O A IR S R AR R R R
wmal o EHELENERRREETGRE - flan (R BRE) ~ EREME S m
EFERGRENFERGHE - PIA2RESE > &/ RTTEB > HF > L%
ax T ARG G A3 R G - IR e EWRETT - Frhl @b XRETT ~ 3¢
HBHME  EARETAEHATFEMHERTT - ERAERSHENRKRLEGE
wA - I RERB TR EE - FANHERBEOMERTERR - =
BT E&EBOR » AR EF TSN ZEAAEE - EHTHEEAER
THHEAZRNUIHEEEER - EXEHFREEER 2R - Zr TS
AEEEANTTREEERR - ERE LS - HEHBT AN RS EBORESG &
BLFIER Z FKoB8 W - 1M E S AN mEYE - BT AT BOR R E T pg 5t AT ]
TE T H AN BUR -

SERKER T EEREEZEEANY  BRMAESE -HEE -
i AN BUR B R EM B E A EALNIER - BEHERAF ITFEN T ANEHT
o REBRITEN TN - GFREEMEET NHINGBEREEZ - hfTH
e B C AT DAPE 25 09 L 0F e A W50 55 O - #EE & D R IE A 2 B (E 455 BUR



LEGISLATIVE COUNCIL — 26 October 1995
kR — —ARBAFE+RZ+RH 19

K% 0 T R IE 2 58 OB SR - A SR GEE 2 B A 55 T i 38 1Y A 1 & 5 Bl U K
R-MHEEBILARATERERN - HEFIWIEM - Sh5 ABMHM—KA
> me i B TAE - ATEEE B AN BB EETE - Winw EE A
h5s s RERAKRIGRS - ®EATERELATE  FE LI ARENAED
NEHWTEKRY  MABIEAS  BHEBUFERERF BEEOMTINGG
# o MEABRFEMET o HENREHAE G AELTUERCR - BEAB R A
HIBHRRE A SRS G S TR R M - BT R (2 B
faw A\ SNSE o AN TR E MR 15 000 By7KSF 2 BN L5 5
EE2 000 2% #ERIFHEZMHEENT S RKEFIEA 2 W 4 H AL # &
BREQGELRT - TEAEARAG I EMING  HERAHEE  WHGBER
BARBENT - MM AFE DR AT A BB ZHE “FEFH"
HBgEH - MARLF - HEDZRHE - TARMBEELEBR T » #HEFE
L A g A SNSRI BUR » B EBCR SR E R M TR E 2
TR GER - DUEH %R — B TN E H R sk 5 - ] {5 B 50 55 47 1% Bl
Bl - REEHE - UHNFERE "HR™ - BAE "HR™ OHE KA
HAECHWHE@ A 2 EM "HR™ MERSRAE BT EBER 2§l R AE
lEERTDIBEGRESEET » BFHIIATBRAEMEE > HRERERANTFE
fa A Y55 2 AT Y - BRAE A (R AR I AT DU A 955 - ST R R EAE L E T
Wiem AR GEE T AE . EEGEREFFTENREMNEL -

Tt B 5 IR $E R AT B IR R 57 T R EE S A G & - 3 DA 1 Ry v T R M [
RERBERTEIBEE - (HE W 5 E RS IEREBR -

JEHEAS THIRIE - MG EREDRERGHN - ERAWEEE AR
HKAFE o LTGS2 [ 08 £ FUE u+ % (8 3 A SE - 55 HE /5 A5 FEL % 1F
U8 2 (85 R e BB (R E W B R P58 5 1A AR - B AE (E IR R 4 T A B
B R ARG -

BEIEE A E - & RMEEESHEENHEIEEE R0 - BT E
ENEENEBN - S8R S — ek & AR T ERR
iR R EN RS - A EAE MR R BN o B 09 E A A E A &S R
WK - WM RARER & T AR FE K - BIRES T A — 5 & # 8k
% - At - SRBFHELE/FBELEFOEMKFES  MEB&EMSE
E PEZEHAFHIIFEFRERE  E2EENTHABPTHEH R ANSE R
B Al B BUR i B & B AN b B DA T RoR BUF B AL 8 HEBUF A2
HRAKENHEHRET  MREERT THEEEN T IF BXHAETWFHE
oo BUFEE T RE RRRBIIF N ESE - AR FOFE - EL
REAAMREEE K  HRERBUSTEFEER AT FTFE A B K
BECRHE o M A BRI R RN - B R RIBEME IR
K EMBER ST -



LEGISLATIVE COUNCIL — 26 October 1995
20 THER — —hAhABRF+H+BZ+/<H

BT N T3k 2E BUK 75 258 2 A RS - B E N E HE 1T M A > Bl BUR -
PRI AE R ER - A REM BUA] A IR S R - BT — B A 50 F 0
RMAESE  AEg5858ERAAE  AAEERZEEE  THEALREN
RESREE M ABsEBOREZRELFNERNTE - KM TEER
g NETE RN KEME - ZEAME SHEE Sl SEREERE
BETEH#HAEZNNES - #TERAFSENBOR » FE A DUES—E®
N B AB®RNLE - B RBAEHET — @ EZEREHE - Z AR
Restdl ITBREBERBIROEGR 5 TENNRES - B TR X
= BRI g BESE T 2R ZmEma 09 R REXR - 7 Z BN 2K Al LA
S

PG R - B LR AW — B AR TR TR AYBEOR o RATESK
BIFRIIHSEE = HHEKYN "KEEREZET @B EEod@BCERERRE
B - Ry T — I T AC AT RS VR B L o T AE S T R RS N o DARE M AT A JT 55
BUR B - T2 ROERIIRBEEE - A - JES 2/ — &
AN BOR R i 5 A SN S5at&l o M HEIT R EHE - EHRAIDES
RERDMRE LR » MEHRKOEL -

FEREHE  EFEE

L
Tx

— 2 pf #(Phantom of the Opera)

—WHCRIKRIEL > FEGIRERNITFEAE "FHoB” - ®E
MEHERNERER S T —"irE - HESRKEEEZ= oW EE - #2
L ~F- 5 {8 B B 1Y =

REERNEGE - ZEMELGHEIAE - AP FEBATHE  REHE
EE - BIAN R BT - B ROLE - BtEr B B HR
MEENEERER  SBENBIGHEY - X "His > HE > BEH - &RREAR

R EA BB RGEEEANEZE S "HwE

BRERCEARBNERES LEHFH U - Hifmal 28%EA~— -
RELCHOHEEN  EAMNKATRE N LR AEE - EREES "HA”
T ERESEHE -



LEGISLATIVE COUNCIL — 26 October 1995
kR — —ARBAFE+RZ+RH 21

MEASGHNAL  RERAXERE "KEBRY TOEA - BEHT
(Phantom) it AR e b5z > A 2@ A > HAIKHBREME > REFRE T =
RZHEFEAEEE SR ANEIE AR A I 0 8 A 1 = 1% 2 e 5
BIUL e A HBE - #He @A DIEBRENTHERS G » HE
(ERAIR

RBE G - RERREZERESR - REHHEAERITNELD - H
FEEHRREOWOBIE? Bk o REMAPNRALHED " ARE" &
EPMRBRERTEAERR -5 L —-HRTFTHRIERRBSENES » ©F
B e TECAT o Rfh TAIET o NEANEL - #E R B A B
W H— NN N AERE  REZ2FMEHEK > Z2ANERTHEET
H > #ESE "HBEEAT B CEOBIT o ARG T BN Rk —
FHE R A2 A A DUA BN - R — L E K E Y E A R
27 R EBEMFAHEERERES  E-HEBNT -

EfE TRAWUXR AL ERLELEAREE RN EN - BHES
ATNEHREABAER  BEAmSE S AR Lo - TENE » Eaic
AELEARER > HEFy HANEA -0 (KEHFZE) 28 "W H
g7 o MIAERREBRMEAVRE DML - SESL AT S R -

SR GRAR TEET BT BmELR TEmHET - TEEERT
EHEENEZS - HRXGHLE > #RASRE AR QB R - 158
oA B R EETHEMRATERE  THEBRBZINET » EHiE
R B AN - R EE BN BT E R R E—W "—B—#" ~ &
REEMET WA > MIEREMEAFR "—B/EHE” ~ "mEEE - AlEANH
A ERNEL  LEXPMEBEMmNITE REHMBARARAEZERK
“EREFILEET B —RiFEE AR RN E ML - DR A EN
B e

AREEGR > AR ELERZITRFG - 20 N LATZERERF—
RAEIA  BEGR=&ROABOLIE  BZXEEROZRBHE "F.O0H
7 EH - BEMNFIEAER HAEZEEHMAREEAE  LEEERFNE
W BRNAGIE - BEARAKMEBRRYN - EFLAADISE - H "SutE
B CPREE” R AAeEE M famiEEAE 2L WML HEEF R
EHREEIAR - IR EFEREHRAEBE » BRGESE R R WA 2T R



LEGISLATIVE COUNCIL — 26 October 1995
22 THER — —hAhABRF+H+BZ+/<H

i AF#EE BEAL HEZFZEEFHFREZEZROR I IAF -

ARANVERERRHIRET - 18 5 BUF HE & E EHR A SR - B EA
A E MRS - HEE TR ERLEEER - A8tk AEe &R
BAOANLHImEe/MEE L BMMTEARABEHEERNR » REEERE

:

HEABAEAGREBINEHBARGREE S » AEBFHEr EREE
HRBEBUR ETHEER S THALEGEHHBTEE - AREEN®E
ol HMAMEHATER - AAHETEEBEARNR GO - HEERE "F
LT WEFRMNAE  EHREMBSEZEGHG  EELgSERE -

FEARNATAD - REBUFHLHI R ~ BB IT & R B EE - HER
A R BRI 26 - (Il B REWE[TT - WIERNER - ETFRYATES
RGN R E—-DRBABREXRNERET -

ARBEBNVEEMEBRTIEEBRES - BRGER - AR BHEE
R ff o (EAE R B F R 2 B R R 5 o - (D BRI R 5 RO BT A S
T DR R EE - IRETS - Ol ABREEEREN  RAEKE
fit » FREEHMNRBEERVESR  BRimHENRE  SRFEENE
R R MR RERSNBEENFTREASE  HEFEE IS LHE%EE
B2 (R BL - RNR A E B a B BRHE T BRI AN IR E s N -

ANINEE 5 R R AT NEERZ  EMIIE - e EEa . £
AIERE R E - T M HBEE AT > K EEARE . B SRE
BRI BEGITAAG/AEERE —ERSNRELEMER  BiES
AREEHMRBITROUBRFE] - GBI ETAOLH  ERAEBRENE
FRG WA SRR - R FRRRE - EEMAREEEE - 1 EEmEe
HAE - # R BT e A RE I HETT IR R O -

B Tm - B A RE 5 - EA% S RE R U B i R AR R
A CEERTHEBRENESGATNEENR - EHE/MGH > BEKD
THEEANZHE  FEEHES T —EREZAERE - 008 E R #E R
HEERE "EegiR™ - REMNREAWMEREEER - SEELEEE#E
WY RIE R - < /N B i 72 g AT ik = 12 % 3R < 50 1 A0 R (R 1 & - Kb 2 R it



LEGISLATIVE COUNCIL — 26 October 1995
kR — —ARBAFE+RZ+RH 23

RUFESE  RIUHNE S N FHMEELE M E - b 3097 8551 28
HEGTAMAERENN > Z — > RNNRSREHEEEEDN  #EE
EERBABBRRECERRIEE ARAAMNBHFERANREERSR  E—F
EEBREN - HEWGE  EEFEREROAR (TERE) HEEEET
BEH - BREAEKREEXHFECHBEALPANEEEH - #2280
MEAKENESHESOMER - TLL "B - BEEERATS » HAl
ST E R R -

=N G4 FERLE

FE 1 B 5 R AT B AN —SUNE T 2 MR A - ERMU
IHERTE » T AP RERFE SRS RENEWRGEE > HFANZH
BEomgE - AL ENNGEED S BNFTIFRSHEEFER - H
PSR E I Ry TR T MERETE A ER o (H A I RYUIK S E L
R BEER Y - A Eam AR E S R EBUT ML - M R KGR
£ TERRERE NECREIFEFMLZR - HHEEARRKIARE KRERK
GEERANGR RS RARHERHELSH SR T » BARMEKT
ZHER T E&ARE it A2 EEERRRME R & EARD KR - AT R {2
FEIYA —HA Rt 2= E0E0e 2 BIE R A L2 St Mey A TmEE - &
AT EE R A ERD - I H FE I Az —(EHE - B2 E #2280 e
AfEIEE Mg ma REEEENE - RS RNES 5 E5R A BH S
o AR Ry S EE Y BTG AN RS o R - 2A S REAE G WY T 11 RF AT B BUE B
1y [a] & -

I e

ARNFEILPREE - SZRESE -

RN EEHNE  EFEE  SHENBRERE - REEREBEZEREMEN
RBE-MEHBESEEORS - HTHE > EFEBRERMNEESR THILZR% -
HHRBUT R G ER —HEFRRNESTERET » ENERERES - S EERE
RIew B SRBOR W —fr & & -

H#ES > 2Rl RMBFHRESR - ST —#HEFRKkENH
B A EZECIR - HE > HHENLE HH -EEANZR  EEEETE
EMEER - BRI E BT REE - mE s I ERER - R E
T NLHENBROBGaHE » LA S E B REN S o R
TEBAMEZAEERENENR R EAXEEHNER - &I HEE
fH—EAF 400 NE#w > BHE BEOHEEZE S - ZEHBEFILEG



LEGISLATIVE COUNCIL — 26 October 1995
24 THER — —hAhABRF+H+BZ+/<H

MER AL - BERAGERES - Mt MEEHEEAEN - ZARKEEA
HyE B REA A - St DLEH - REBIHMAEE 2% - HENZEZHEE"K
RI/N

FEEEBER T  TERCEMBEENES - MUFFHLE  EKES
FEELLT - SR E "HEFRE BEPEBUFHEEIE - XA LS
MR EREEIR ? K - 5 KERMIEEE S S BURT AT R AR & - £
EHRFTEHAFTHAYBNER > 2 2N REZHARE - HE - U
CHEHREEANRKS » AR — A BWRS - XEBELE - RENE
Ry R 2 -

ERRE  BAFLENMERE > FERNALECFEMED - £5F 0B RS

T BHERANERZNREZ - NEE&ERNWEENE - B EEH
B RREE  DHEEN/NEEMEAAET - ARFEBRZHE - i ERE
& MRKES - ERMEREMSE  HEEHAFT LEANHEZ N BUE
ZEfg B HEHEFAEEBAZE -

BB RS RHEEEAFTNEE - BEAEF  HEMNHFTER
KgE N BastEEER - B2 MERELN > AEHZ - FEEEIH
B meRAFEIEHENHBHAGTE - 5 BUFHERZFNIREDLE
A TRl 20— BRI ZIEERT  fRETELR 17T
HEE - 5K EERMAEMHREEE 1,500 Bk > RMERAFTIHE
BREMZE BB RE » ZEER !

ERKEE U ARERRE T E AT - WA BRI SR
HER  BRBHEEEE  CRSMEE  FHETRE  SEARRS
e DL 90 TR - TR SE AR R R AR BT TR TR - BT R
MIEREAES  SBAERRAT LG RIRKMAET » S 75
HERE N1 2 BT I T %0 B AR 9 B A L AR 7

EXREE - g AE RN BB QRS MERBETNRE - BEEAEE
#Ey > 2oty B O/ NERES > 2ERIUETREFEHRMER/NE 2 H
#l o LHPBNERMNEGHEELR TR  <SHATFESRTZBEE I ER
ik T~ EE AT > FRRMK LT - REESIEENTHES - A& EN
WA M EERE LR R BBl e T EZREAIIR - e
B AR > RN RTE » < PERSLIEA » 5O

i 2

EFREE - BZEeEE g E  HEeHBEE HANRELE - %



LEGISLATIVE COUNCIL — 26 October 1995
TR — —hAhAAREF+HBZ=Z4+XH 25

7
PF

e THHRE  ErREEEANSEE N BERNELFIKR - K IEEH

BEZHFEMHRG -

EReE - SR BEMLG EEERSIFREBEENKEGHE  HIER
B RRTHEFE TR > AL 20 B ARNRAKEMFRENRE  E2BE
Wi EORR RAFEGE - fERE B RS - TRE KM E RN — (85
%E%ﬁ%’E%%%“%ﬁﬂMMAﬁ%M%%%%T’RﬁﬁT—ﬁ%
A5 000 ShSS Ry &1 - FERE  ®alak AT A F# "Hme”
T B e Ay TRV E £ - SYNEr  HOEEL  BEHAE SR ZEE K
fEAIBE M B R - 5 2 Bl S i KA -

e B e B - L ZHE O - fREE 1 A S5 TR 6 n] DUOT R #E TR Ok SR HY
M - HAl TR R AR - WAt FE — EEENEERE - BUFR.LIE
ERFEREAL  BLAHBFEREL - 5F  THEEEZREZRT AN
KREMEBRVER > BEEBRVE®R - B2 ONRELRISRKFEMEE - FiL
FISROLNE 2 B 2D TN Ry R M E R &2 EANKITR 7 e ¥ R
R EBEZK  ERHER > ieblslBit gL MER KL BfEil
&R E AR E -

fEAZEEHE  BUSERENGRER - skZ2HWOBRER - HHR
PSR & f2 AT A RS 55 e AR RA N R BT R A AR K - B2
A o MRUVEAE i B S TR A - MR A R R ot B g R A D TE R A E R
PBHEBBAFNESR - EFLE - E20W  HERMEY "HMITER™ £IiL
FREELR REAKENE  ERLEHREENITLER  stH (E
”ﬁ%>&@% EHWE  MEREBNIZERTHEENKBRERENILEES

M FE L — ABYRFRE S RAAERIT 1 000 000 HERMWEE » EMHEFEBNT
ﬁi%%%@ EREE  THREEAZRENEH EE WA EEHEE
A RIEEM - HE > e Tl ES » ILEFEE > BEEHRFIR - FIiR
Mk F-HERENHTE  BEZXEREXE  BARNETRETBMNIL
B KB MEERE  EDMBLENHE -

feiEE A ERETERNILENRG - MR FHREH - 5K —HH
EREELENIEZREGER  BFHE A EGEE &  HEENEZLR
BZENTEMDE  #iLERRFRREZ L DH#ETENRERR - |
BRI LA BUF Y BCR R i - #D S AT R M E LR R GE R E R
P Rk - ILERABRE  NEZE R T EBINE RS > MER T
REMHR - MRTERHBEMEIR - RAMNES TEE]  BREFHE
Bam AT RAFFE - ERUERENEIR/NLITE . L RE  WEEME
S —ERELGEIHEGRBEERE T » BIANEZ - ARHEE . 2RO
HOERYE o Wt - (TEOBE A ILEE - A EDTE - AR o A A



LEGISLATIVE COUNCIL — 26 October 1995

26 THER — —hAhABRF+H+BZ+/<H
HERBRMEENER » gIS —HERNFH > MERXERN - EZET

RAR& -

EFERE  ERBEN > ABFERLEHAEFHNEINE - AE > EH
GEBEES - WU FES RBUFH PN EEBERE 1 300 25 HfhY RERK
i —F - bR 23 FekkE  MSENHEHER LTT&ES - &
BT - TR RBKIN—A - [ EREAER T ~EREENEE -
Wi RAZEE - 2 "HERE BRI BMELERMER » BT
BEmREFRE . IEABEBRENE -

ERINE - BARABPRE TG REE N M A fTRE B R0y - /8D 0
i - BEZREREINE  FEFMBREN  BEX#ETHULABE > THEE
HHEEZFgNERLABE  IEARHAEERE N - hies — N#
HOERYRAE o ME—AUBE ORI - BRI ERER (BEAE) - R
HEZGHESD > RERRES BRI MILEGELSRE A &RHE
RY K EBELE BRI B-EFERIITELERN/UNA » DUE T
pafs - Dlal# s -

ER . BPBEBUFBERESTENERR  RHEZERELEIET - H
HeHEifk TP O~” - FRAREEBRENILER  FEZBIFEH - &
fE38 MRS BRI BH - B8 BRI B2 E Mt A GE A RO Rt o RO EE TR R T I T Ry &
BRAE - WERF > B ER  £5E  HEMNEEESHTHLE S  HiE
B HE PN BENAN > REEXRMATLAGE? BEEKMT
AUHFR#EEEEANEENEY > UEHREANSH?HECEANZ T » #K
MR Ie > fa T E—(EERTG > 2 - BIRH AR -

TR L A NGEILBRAE -

MR PAUL CHENG: Mr President, a week after delivering his Policy Address to
this Council, the Governor also spoke at a luncheon hosted by nine leading
business associations, including my constituency, the Hong Kong General
Chamber of Commerce.

Taking the two events together, the Governor spoke for over three hours.
Each of us, however, has only 15 minutes to respond. | have therefore decided
to focus my comments today on three broad issues, which | believe are critical to
Hong Kong's immediate future. These are:
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—  Competitiveness;
—  Confidence; and
—  Co-operation.

By way of introduction, let me first say that, with Hong Kong's enduring
economic success, it is only right that the fruits of that success are increasingly
passed on to the people of Hong Kong, and that we continue to work at
improving the "quality of life" for our community at large.

We must continue to enhance health programmes so that quality health
care is available to all.

We must provide people with decent homes and modern, efficient public
transportation.

We must maintain the highest standards of law and order.
We must strive for a cleaner environment.

And we must remain at the cutting edge of progress in the field of
education — in order to help people develop to their best potential and to

ensure that we continue to produce the talents and the leaders of tomorrow which
Hong Kong needs.

All these areas are vitally important for the continuation of a stable,
healthy and productive society — and the business community certainly has a

significant, vested interest in that.

We must, however, remind ourselves that our success has primarily been
due to the combination of our hardworking population and the willingness of the
business sector to invest. Decisions to invest, or not to invest, depend largely
on the overall condition and atmosphere of the market place and the economy —

it now brings me to the three areas | would like to address today.
Competitiveness

The Hong Kong General Chamber of Commerce, in our own submission to
the Governor before his policy address, highlighted several key issues of concern
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to the business community. These included soaring business costs and their
effect on Hong Kong's competitiveness, in particular the impact on small and
medium size companies; plus the Government's own contribution to inflation
through escalation of its fees and charges.

We were disappointed that these issues received little or no mention, let
alone recommendations for positive action. However, there was one area on
which the Governor did speak at some length — unemployment and imported

labour, a subject which has become very politicized.

Unemployment is a highly emotional issue. To say Hong Kong's
unemployment rate of 3.5% is still low by world standards; to say that, 10 years
ago, we in Hong Kong would have considered 3.5% unemployment as "full
employment”, its all very well. However, it is not a great deal of comfort to the
unemployed.

Workers and their trade union representatives are understandably
concerned about this worrying trend. We all are. In such emotional situations,
it is easy to give a knee-jerk reaction; to find a convenient culprit and take swift
action in the hope of correcting the problem. But we must avoid the temptation
for quick-fix solutions.

We need to step back, look at the bigger picture, and consider the
long-term needs of Hong Kong. That does not mean we can take our time about
it, though. We cannot afford such a luxury when people's livelihoods are at
stake. Therefore, next month's employment summit is both important and very
timely.

Much has been said about job-matching. The Government is putting a lot
of effort into this, and has made some progress. However, despite the
Government's best attempts, the simple fact of the matter is that there is likely to
remain a significant mismatch in Hong Kong between the jobs available and the
jobs local workers are able (or willing) to perform. Just look at yesterday's job
fair organized by the Labour Department where only 10% of the 736 vacancies
were filled. At the end of the day, you cannot force a square peg into a round
hole; yet there are jobs no one in Hong Kong can fill (or wants to fill), and for
that matter something still need to be done.

Therefore, Hong Kong must maintain a more flexible labour policy to
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ensure we have a labour force of the size, and with the skills required to keep the
economy on track for robust growth. And that means having the freedom and
flexibility to import labour for selected tasks, sometimes at short notice.

It is right to clamp down on foreign workers who are employed here
illegally. 1t is right for the Government to strengthen its retraining and
job-matching programmes.

However, abandoning the General Labour Importation Scheme with its
quota of 25 000 and replacing it with the far more restrictive and onerous
Supplementary Labour Scheme is totally cosmetic. It is simply playing with
numbers in an attempt to appease all sides.

While agreeing with the Government that jobs should first be offered to
local employees, | do not believe restrictive quotas on imported labour are the
answer. And it certainly does not address the core issue of finding ways to
create more jobs.

Many commentators and economists seem all too ready to sound the death
knell for the manufacturing industry in Hong Kong, believing Hong Kong's
future to be almost exclusively as a service centre to China and much of Asia.
While this is an enormous task — and one which Hong Kong is perhaps

uniquely capable of performing — we should not be putting all our eggs in one
basket. This is a high-risk strategy we can ill afford. Instead, we should be
striving for a more balanced economy.

Hong Kong has the opportunity to flourish as a centre of manufacturing
excellence, a value-added technology entrepot between China and the rest of the
world. The Government has begun to recognize this potential, and should not
drag its feet in developing proposals to revitalize our manufacturing sector.

These proposals should include:
- additional industrial estates, designated for value-added industries;
- a more targeted, company-by-company approach to custom-tailor

"Incentive packages" to attract multinationals in the value-added,
hi-tech sector;
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- improved grants for research and development projects;

- further investment in technical training and retraining; and

- closer co-ordination with China to ensure that our respective
industrial development programmes are complementary and
mutually beneficial.

Such policies will help attract more companies to Hong Kong, creating
new manufacturing jobs and complementing the Government's investment in
developing a more technology-oriented workforce.

The challenge then is to have a well-thought-out, long-term strategic plan
for Hong Kong's future growth, rather than tinkering with labour importation
schemes, the size of which are somewhat symbolic, with no great practical
impact on the overall picture. We need to establish a strategic economic
development committee, representing the Government, labour and employers to
plan the way ahead to a more balanced economy. The Governor has so far
seemed, at best, only lukewarm to this idea — but, hopefully it will receive

further support in the employment summit planned for next month.

The Governor's own comments on competitiveness in his policy address
seemed to be aimed more at domestic competitiveness than Hong Kong's
competitive position in the region and the world.

We can take comfort from the fact that recent international surveys rate
Hong Kong as one of the most competitive of all world markets. However,
these surveys, by their very nature, tend to reflect yesterday, not today, and
certainly not tomorrow. In a dynamic, fact-moving region like Asia, it does not
take long to slip behind in the competitiveness stake.

The Government points to the fact that Hong Kong still enjoys a net gain
in terms of companies setting up their operations here, and those uprooting and
moving elsewhere. Again that is a measure of comfort, but we cannot be
complacent. Preventive medicine is the best cure. By the time we see the
numbers reversing, it will be too late. Decisions will have been made at
headquarters in New York, Tokyo, London, and elsewhere to relocate from Hong
Kong.



LEGISLATIVE COUNCIL — 26 October 1995
kR — —hAhAE+AZ+XH 31

We need to aggressively promote Hong Kong, not simply as a service
gateway to China, but also as a base for regional headquarters and a value-added
manufacturing centre. For some time now, | have been calling for a more
co-ordinated approach to promoting investment in the territory. At present, our
efforts are too fragmented.

To us in Hong Kong, it may seem quite clear that the Hong Kong Trade
Development Council promotes trade and export services, while our Industry
Department promotes inward manufacturing investment. But for overseas
audiences, this distinction is sometimes blurred. And who is promoting Hong
Kong as a base for regional headquarters? Where does that fit in?

We need to give urgent consideration to establishing a single, powerful,
and highly focused organization to promote investment in Hong Kong across the
board, and to fight for Hong Kong's "market-share” in an increasingly
competitive region and world.

Confidence

In his speech to the nine business associations, the Governor said he had
been surprised at the business community's reaction to his policy address. What
surprised him were suggestions from some members of the business community
that the Government should "kick start™ the economy.

The Governor said he had difficulties with the "kick start philosophy"
because of the risk of increased inflation. Also, he said, for the Government to
attempt to direct or manage the economy would undermine the lassez faire
principle that has been a mainstay of Hong Kong's success.

| agree with the Governor on this. Hong Kong's economy has not stalled.
There are some short-term difficulties, but the fundamentals are still sound. The
main problem dragging down consumer sentiment and affecting many sectors of
the economy is purely confidence, or rather, the lack of it.

What we need is a confidence shot in the arm.  Like our stock market and
property markets, the Hong Kong Confidence Index is highly volatile and subject
to dramatic mood swings. Unfortunately, of late, the mood has been depressed
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— the main reason being the severe case of pre-1997 blues we are currently
experiencing. Hong Kong is certainly in need of some good news on the 1997
transition issue.

Recently, however, no sooner do we see a positive sign emerging than
someone somewhere says something which sends confidence crashing. No
sooner do we seem to be getting back on our feet confidence-wise, then we are
kicked back down again. Rather than appealing to the Government to "kick
start" the economy, we would be appealing to all sides involved in the transition
issue to stop kicking Hong Kong in the teeth with untimely and unhelpful
outbursts.

Co-operation

A major factor affecting confidence is co-operation, or, in the last couple
of years at least, the lack of co-operation. When it comes to co-operation in
Hong Kong, there are two dimensions:

—  Co-operation between Britain and China and

—  Co-operation amongst ourselves.

I welcome the Governor's pledge for more co-operation in the next 600
days. But, what is beginning to concern me more is co-operation amongst
ourselves and Hong Kong people — whether it be in this Council or other
bodies involved in the transition, including the Preliminary Working Committee
(and the soon-to-be-established Preparatory Committee).

In the interests of Hong Kong, we all need to work together, not against
each other, to promote confidence in Hong Kong at home and abroad. To
over-politicize Hong Kong and Hong Kong issues will result in perceptions
around the world of confrontation, conflict and instability in Hong Kong. This
will lead investors, both local and international, to adopting a "wait-and-see
attitude” — which, in turn, will lead to slower growth, a further rise in

unemployment, and the very real danger of being sucked into a downward spiral.

Mr President, that concludes my remarks.
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MR DAVID CHU: Mr President, | agree with the central premise of the
Governor's policy address. | share his view that our Civil Service is dedicated,
our finances are sound, and our people are diligent. Hong Kong has all the
conditions for another take-off and it is upon us to achieve our promise. To me,
there is neither room nor excuse for failure.

The Chief Secretary's progress report is impressive. No fair person can
deny that we have a competent Administration. The evidence of that is in
health care, social welfare, housing and education; it is everywhere. Our
Government is not perfect, but can anybody name me one which is more
competitive?

Today | will confine my remarks to three subjects: relations with China,
the economy and confidence. Instead of just passing off comments, | will try to
be constructive by offering some suggestions and alternatives. After all, it is far
easier to tear things down than to build than up. | always like to do things the
hard way.

First, on relations with China. In his first policy statement in 1992, the
Governor talked about co-operation with China to secure a smooth transition.
Three years and many rows later he returned to the same theme without making
much progress in the interim. He mentioned two weeks ago three specific
points on co-operation. One is on a "working relationship between the Hong
Kong Government and the Preparatory Committee™; another is on regular, formal
contacts between local and mainland officials; and the third is a planned
handover ceremony that will add shine to the honourable withdrawal.

| would like to discuss his recommendations and propose ways for making
them better. The "working relationship between the Hong Kong Government
and the Preparatory Committee" has to be more than a bunch of meetings.
Hong Kong must sincerely support the Preparatory Committee with information,
manpower and other resources to enable it to carry out its duty which is: the
founding of the first Special Administrative Region (SAR) Government.
Anything short of that is simply not good for Hong Kong.

Formal contacts between local and mainland officials are very important
and the benefits are mutual. Senior officials should spend real time in each
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other's working environment to understand in depth the two systems within one
country.

The main handover ceremony will be a joint effort between China and
Britain. China is obligated to making sure that the British exit is memorable.
Britain, for its part, has to let the people demonstrate their acceptance of the
sovereignty transfer.

For the great majority of our people, the really spectacular ceremonies are
not the pomp of sovereigns but their own territory-wide events. | would suggest
to the Government to give the Urban Council, the Regional Council and
especially the poorly-funded district boards the means to stage festivities that
would do credit to the whole of Hong Kong. Since the logistics and planning
for these occasions are so immense, we have to start organizing them soon.
Remember, the hotels will be fully booked, the world will be watching, and so
we had better put on a dazzling show.

Regarding the turning of confidential files from the Hong Kong
Government over to China, | know the Governor is queasy about this. He
would rather the Hong Kong Government submit the files directly to the Special
Administration Region's Chief Executive (Designate) and his team. China,
however, maintains that, being the sovereign, it must first receive and then pass
the papers to the Special Administrative Region Government in waiting. | do
not see the impasse as serious. Both sides can get around this easily.

The Hong Kong Government could leave the filing cabinets where they are.
A Chinese official representative would then be here to accept them on behalf of
his Government. These will then be transferred simultaneously to the Chief
Executive (Designate) and his team. The senior civil servants | have spoken to
have had no objections to their files being forwarded. They are where they are
because they all have proud records and would be only too happy for their future
government to see that this is so. Britain must not be too paranoid about
dealing with China for both have a shared interest in a successful Hong Kong.

For three years now, our Governor has frankly not done enough to help the
people reconcile with their future sovereign. Some have argued that he has
done the reverse by driving a wedge between China and Hong Kong by focusing
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on politics to the neglect of other matters, and by putting personal pride above
the public interest. These comments are extreme, but | feel that they are not
entirely without merit. As the saying goes, "it takes two to tangle" and the
Governor has done his part with relish.

Mr President, the people of Hong Kong, being practical, want results, not
just pledges. They have to be very demanding on this because they are the ones
who must live and work with China on which their and our success depends.

Our ties with China are basically cordial and constructive. What is clear
is that Hong Kong and China have already learned to accommodate each other.
| can see that flourishing in areas that do not concern politics: look at border
co-operations; look at the steady supply of Chinese water coming south and that
of electricity flowing north. at the special committee to liaise on infrastructure
projects; at the recent joint fire-fighting drills in Shenzhen; at the daily
repatriation of illegal immigrants; at the support which our Independent
Commission Against Corruption receives; at the customs and immigration
checkpoints along the border that permit goods to be transported at huge volumes
and that also process some 30 million passenger crossings each year. The ties
are so smooth that Hong Kong and China have fused economically in symbiosis.
Come to think of it, Hong Kong and China working together is the norm while
fighting is the aberration. This of course may not be the impression others get
judging from what the media report.

My next subject is the economy — Hong Kong's open, free, dynamic and
also vulnerable economy is subject to rapid change and external influences.
Current opinion polls confirm for me that the people are most worried about
bread than ballot.

| believe we have to recognize that our economy is in a slump. As
speakers before me said, the timing of the crisis could not be worst, coming at 20
months before the transition. Outsiders looking at us probably equate our
economic woes with a lack of confidence in the Special Administrative Region.
Yes, this time, we have to promote Hong Kong better because foreign investors
may not know that our recession is caused by many factors. Some of these are
beyond our control.

What the Government could do is to introduce short-term economic stimuli
which do not deviate from its long-term fiscal prudence and non-interference
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policy. One, the Financial Secretary cuts taxes to spur investment and
consumer spending.  This is what our reserves are for. Two, the
Administration allows the banks to relax their lending policy and lift their
mortgage caps to afford more young families the chance to own their own
property. Three, the Government discusses with China about increasing the
quantity of staples — goods such as vegetables, meat and cereals — exported
to the territory from China. The prices of these commodities account 40% of
our inflation. We should also convince the Chinese Central Government to ease
restrictions on provinces and municipalities which would like to establish
businesses here in Hong Kong.

Our financial experts in the Government and the Central Policy Unit must,
in my view, keep tabs on the regional and global economic trends and advise
policy adjustments accordingly. We just have to be more nimble and
sophisticated in the age not of plastic flowers but of super computers.

In the job area, the Labour Department is busy matching skills with
vacancies and cracking down on illegal workers. In the long run, our
Government has to develop a comprehensive vocational training programme to
rival that of Germany so that our workers can upgrade their jobs. | propose that
the Labour Department set up a monitoring committee to watch the job market,
look for shifts in demand and supply, and devise measures before they are
needed.

If there is an agreed world trend, it is that of globalization of business
expedited by the advent of telecommunications, computers and jumbo jet.
Today, we are in effect vying with everyone for investment in a very direct way
and, to stay ahead, we must constantly sharpen our competitive edge.

The key to our future success is our ability to move up the market because
it is crowded down below and we are too expensive. What all this means is that
we have to have first-rate education, top infrastructure, efficient government and
superior environment. To realize our ambition, our destiny, we need investment
capital plus the self-assurance to attract more business. This brings me to my
final topic, confidence.

| notice that predicting the doom of Hong Kong is our newest industry.
But the territory obviously has something going for it. How else do we explain
the thousands of emigrants flocking back, including a friend of mine who has
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made a profession in forecasting the territory's collapse? The returnees prove to
me that Hong Kong is a winning proposition.

Whenever we mention confidence, we cannot avoid thinking about our
Civil Service — a civil service under fierce attack in the media and in this
Council. The tirades against the Government in this Council have now doubly
convinced me that my plea last week for co-operation was not only necessary but
timely. All this railing against the Government has put our officials under
tremendous strain as they cope with the transition and fend off the demands of
populist forces.

| believe that we have the right to supervise, we also have the duty to
support. Once again, we have to demonstrate the spirit of co-operation,
moderation and reconciliation to get Hong Kong over this period so that our
community may get further ahead.

To me, confidence in our future is really confidence in ourselves, in our
ability to implement the Basic Law, to manage our ties with China, and to
administer Hong Kong better than we have ever done. Behind every challenge
lies an opportunity. We must look beyond the present with bold vision. What
lies on the horizon is the Pacific Century with Hong Kong leading the way.
Instead of reaching for passports, we ought to be reaching for the stars. Mr
President, on this theme of hope, | acknowledge the Governor's policy address.
Thank you.

MISS MARGARET NG: Mr President, never has this Council enjoyed so strong
a mandate. Never has it felt its survival so threatened. In these uncertain
times, it is well that we remind ourselves of our duties, and the powers given to
us to carry them out.

The first function of this Council is to make laws: the laws by which this
territory is governed, the laws by which the Government is bound, the laws
which the courts uphold in deciding the rights of the individuals who come
before them. Where the rule of law prevails, the legislature occupies, of
necessity, a central place.

In his policy address, the Governor chooses to remind us that he has the
power of refusing assent to legislations passed by this Council. But the
Governor can only veto; he cannot make laws. The power to make laws rests
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with this Council.

This Council does not make all the laws of this territory: some enactments
of the United Kingdom prevail here. Nor does it have unlimited legislation.
For example, it cannot legislate its own demise and so "commit suicide”. But
apart from these facts, it enjoys the widest law-making power: to make laws for
the "peace, order and good government" of Hong Kong. It can, and has, made
laws providing for the elections into this Council.

Under the rule of law, the Government cannot stop a man coming or going
if there is no law to empower it to do so. It cannot reclaim or resume land,
collect taxes or impose fines, if there is not the law to empower it to do so. Nor

can it restrict the least of the rights and freedoms enjoyed by the people of Hong
Kong, except according to law — law enacted by this Council.

So, in our constitution, this Council is, in a very real fundamental sense,
the custodian of the rights and the interests of the people of Hong Kong. This is
our duty and our responsibility. If we in this Council allow a bill or motion to
pass into law that harms the public interests, we would be in breach of that duty.
Conversely, if we fail to do our utmost to enact those laws which are required for
the "peace, order and good government™ of Hong Kong, we would be in breach
of that duty, too.

Mr President, our constitution, which the Governor in his policy address
calls "peculiar"”, has always given this Council the means to do that duty. Under
our constitution, this Council holds the purse strings of public funds. This gives
it in effect a veto on the Government when the Government refuses to come up
with the policies and legislative proposals required by the public interest.
Furthermore, under our constitution, any Member of this Council can present a
Private Member's Bill.

These are blunt instruments. Regard for effective and efficient division
of labour would persuade this Council to resort to them sparingly. However,
whatever is "peculiar" about our constitution, it is far from peculiar, indeed
profoundly wise, for our constitution to provide a legislature with these means
and powers, so that it may truly and meaningfully act as a check and balance
against the executive. Only then can it be ensured that an executive, which is
constituted solely by appointment and can never be voted out of power, cannot
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do as it pleases, or omit to do as it pleases.

To make law, to approve public expenditure, and to make the executive
account for its policies and administration, have always been the functions of this
Council. The power and means to carry them out, as | have said, had always
been this Council's. The development in recent decades has not been to change
this Council's role. It has been, however, to remove the obstacles which prevent
it from performing that role properly and meaningfully, by giving it the
independence and autonomy which such a role necessarily implies.

Central to this development is the way this Council is constituted. So
long as it is composed mostly of Members selected for their willingness to
comply with the wishes of the Government, there can be no autonomy or
independence. The power and means provided by the constitution will lie
fallow and unused. It is as members are increasingly democratically elected and
are, therefore, increasingly more independent of the Government, then these
power and means become real and meaningful.

Equally important in this development is the strengthening of the legal
framework in which this Council operates. To highlight just a part of it:

- the Public Finance Ordinance provides for the role of the Finance
Committee of this Council in the control of public expenditure;

- the Legislative Council (Powers and Privileges) Ordinance declares
and defines this Council's powers, particularly the powers of inquiry
and

- Its Standing Orders set up the procedures by which it conducts its
own business; and

- the Legislative Council Commission Ordinance establishes an
independent secretariat to give this Council the required
administrative support.

So this Council now stands poised to fulfil the role set for it in our
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constitution. It is not by any means a fully democratically elected Council.
But it is the most democratically elected Council so far in Hong Kong's history.
And it is worth emphasizing again and again, that it is the autonomy and
independence of this Council which safeguards the rights, freedom and interests
of the people of Hong Kong. To the extent that that autonomy and
independence is eroded, the public interests will be endangered.

That is why Hong Kong cannot afford to turn back the clock to the days of
colonial government. Hong Kong cannot afford to replace this Council in July
1997 with a Provisional Legislative Council which is carefully constituted to
ensure compliance, as proposed by the Preliminary Working Committee(PWC).

Not only will such a legislature not be able to safeguard the rights and
interests of the public against an encroaching executive; the power to make law,
in the hands of such a legislature, can do great harm to Hong Kong.

The recent proposals of the Legal Sub-group of the PWC to tamper with
the Bill of Rights Ordinance, and to "restore” other ordinances amended in
accordance with it to their pre-amendment form is a timely reminder of the kind
of law the Provisional Legislative Council will be asked to pass. The Standing
Committee of the National People's Congress has no power to “restore” a
repealed Hong Kong legislation. It can only remove an existing law for
contravention of the Basic Law. To revive or "restore" replaced laws requires a
new enactment. Only the Hong Kong legislature has the power to do that.

But these proposals of the PWC are only one example. The Provisional
Legislative Council can be asked to pass the most Draconian laws, including
laws to create political crimes; laws to disqualify politically undesirable people
from standing for election; laws to give the executive arbitrary power of arrest
and detention in the name of internal security; laws to subject a resident's right to
leave or come back to Hong Kong to political approval; laws to bring back
capital punishment.

An undemocratically elected and compliant Provisional Legislative
Council will agree to pass all such laws when asked by the Government to do so.
In doing so, it will strip the people of Hong Kong of their constitutional
protection and expose them to every risk. The danger of such a legislature is
immense, no matter for how short a time it is allowed to exist. A short time is
enough to do all the harm.



LEGISLATIVE COUNCIL — 26 October 1995
70 THER — —hAhABRF+H+BZ+/<H

Mr President, the basis of the desire for a compliant legislature is the
conviction that the executive must always be in the control of everything.
There are signs that this conviction is shared by this Administration, now, in
Hong Kong.

| am concerned that the Governor, speaking on behalf of the
Administration, sees it as a threat when this Council shows that it means business;
that it is prepared to use all the constitutional means to carry out its duty. He is
already worrying about this Council developing into an "alternative
administration", and a challenge to the "executive-led government".

Mr President, the expression "executive-led government" is being
brandished about increasingly by Hong Kong and Chinese officials alike. It has
become a sacred law in the eyes of these officials. Anything which offends
against it must be immediately and vigorously denounced. Yet no one has
bothered to define exactly what it means. To me, it is indistinguishable from
the doctrine that the executive calls the shots. If so, it would be a false doctrine.
| urge this Administration not to fall into heresy and so lead the way to
retrogression.  Rather, it should affirm the value of democratization by
responding positively to this Council.

Mr President, some people are always worried that Hong Kong's stability
will be compromised if this Council is allowed to be too powerful. Their worry
Is misplaced. It is in the provision of a system of real checks and balances that
Hong Kong's stability lies. Hong Kong's stability has always embraced
dynamics: it is in the balancing of frequently divergent forces that we find our
equilibrium.

Mr President, | support the motion.
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THE PRESIDENT resumed the Chair.
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MR RONALD ARCULLI: Mr President, |1 would like to offer my thoughts on
our high inflation, importation of labour, safety at work, the property market and
public housing. First, | will deal with inflation and our workforce. This year,
as in previous policy addresses and Budget speeches, our high inflation rate has
been a great deal of concern since rising costs affect not just our standard of
living, but also our position as an international centre for commerce and finance.
Yet unlike previous addresses and speeches, in this year's policy address,
property value has the singular distinction of being mentioned as the cause for
our high inflation while the other cause, namely, the tight labour market has not
been mentioned, let alone acknowledged.

The Administration and the property analysts here acknowledge that the
property prices have dropped between 20% to 30% from their highest levels.
This has been brought about by a combination of events, the most significant
being the Government's anti-speculation measures. A second reason could be
the rising interest rate which has also put pressure on prices. Yet inflation
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remains high. Why? We ask. The reason, I suspect, must be the constraint in
our labour force as the former Financial Secretary, Sir Hamish Macleod aptly
said in his Budget speeches. The Governor also correctly mentioned the
necessity of expanding our workforce in his policy address last year, by saying
that our first line of defence against inflation is the business community by its
search for lower costs and high productivity. The Governor went on to say that
one way of helping the business community maintain its competitiveness is, and |
quote, "for the Government to continue to import, on a limited and
strictly-controlled basis, the foreign workers needed to overcome the most acute
bottlenecks in our labour market." Did the Governor foresee then that the
Government would bring about an end to the General Labour Importation
Scheme one year later; Or indeed initiate a new Supplementary Labour Scheme
with a quota of 5 000? | do not know the answer but what | do know is that 5
000 guest workers are woefully inadequate to cater for, and | quote again, Mr
President, the Governor's own words — "the most acute bottlenecks in our
labour market." So why did the Government make a decision that pleases no
one? | hope we were not going to be told that if no one is happy the
Government got it just about right!

Whilst | believe we should take a positive approach to the new Scheme, |
believe that those who favour complete cessation of any importation scheme
should be warned of the economic dis-benefits including higher inflation and
possible increased unemployment because of such reduction or cessation.

Mr President, | should like now to deal with safety at work. Over the past
two vyears, the Government has actively tried to improve the working
environment and safety record in our workplace, mainly, by regulations and
increased penalties. The accident rate for the construction industry has been
decreasing for the past three years. The construction industry accident rate for
the first six months of this year is 8% less than the same period for 1994. It is
difficult to attribute this improvement to new legislation and | would suggest that
the initiatives the construction industry have made a valuable contribution to this
improvement. However, no one would doubt that we should continue working
towards better safety standards and lower accident rates. The construction
industry has emphasized on many occasions that simply using legislation is not
going to work if the workers, themselves, do not co-operate and are not penalized
for failing to adhere to safety codes or do not use safety equipment provided by
their employers.
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The Governor, Mr President, mentioned the need to improve safety
standards through proper safety training. Proper safety training has already
been initiated by the Hong Kong Construction Association(HKCA) through its
Green Card Scheme. Workers who participate are given basic safety training
and are then issued with a Green Card which is valid for one year. The Housing
Department's recent decision to require housing contractors to organize site
safety induction courses for workers from January 1996 is a welcomed boost for
the Green Card Scheme. This yet again demonstrates the continuous
commitment of the construction industry to improving safety at the workplace.
The HKCA also hopes to create a safety culture within the industry through this
Scheme. The Government, on the other hand, must revise its thinking that it
can by legislation alone achieve the desired level of safety at work. This is
probably the least effective of the tools at its disposal. Introducing codes of
practice in conjunction with the industry sets the right tone and achieves industry
co-operation.  Persuasion is far better than legislation.

While government support for the construction industry's efforts to
improve construction site safety is welcomed, not all areas require government
intervention. The Government intervened in the property market last year by
introducing the recommendations of the Task Force on Land Supply and
Property Prices to knock out, as the Governor mentioned in his speech, "the
speculators who were an impediment to the smooth operation of the price
mechanism".

What the government has sought to do was to curb excessive and | repeat
excessive, speculation. Is anyone seriously suggesting that there is any
speculation, excessive or otherwise, today? It is time for the government to
relax some of the measures introduced last year. And | specifically refer to
these:

1 The restriction that flats cannot be sold earlier than nine months
before completion of the building. This restriction unnecessarily
and unjustifiably delays the supply of residential units which
actually goes against the objective of fighting speculation.

2 The restriction of no subsale, resale or transfer before completion of
flats. This is a temporary restriction to deter speculation. As the
property market is already stagnant, maintaining this measure
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prevents genuine end-users from selling their units to mitigate either
losses or for urgent and unanticipated cash needs.

3 Some relaxation in the mortgage ceiling of 70% for end-users.
With the co-operation of the banking industry this can be done.

Mr President, moving away from private housing, | would like to offer
some observations regarding public housing. Unlike some of my honourable
colleagues, | do not profess to have all the answers, but I do have some
suggestions. It is stated government policy that 60% of our households should
own their homes by 1997. At the rate the public and private sectors are building
it is not possible to reach this target. Some years ago, the Housing Authority
put a proposal to the Executive Council for the sale of public rental flats to sitting
tenants. As | recall the Executive Council rejected the proposal, as did the
tenants, essentially because the price was set too high. Since then, we have
consistently advocated that the selling price must be attractive with as few
restrictions as possible and that the units must be refurbished to a reasonable
standard. Some 700 000 families live in these units. Some can afford to buy,
some cannot. For those who cannot, and sadly there will always be some who
cannot, we have to continue to provide them with rental units. But for those
who can, we must take a realistic approach and basically make them an offer they
cannot refuse. This is the easiest and quickest way of attaining the ownership
objective set by the Government. | hope therefore that the Government will
take a bold initiative and indeed come up with a quick fix.

Another difficult issue regarding public rental units is the position of the
better-off tenants or, indeed, tenants-to-be. It seems to me to be worthy of
consideration that new tenants be subjected to terms and conditions that will
allow the Housing Authority to terminate their tenancies should their financial
position make it unfair for them to continue enjoying heavily subsidized rental
housing at the expense of those in need. If a new policy is not adopted
regarding new tenants, there will always be a problem of what is equitable when
the community has limited resources. These are, in my view, key issues for the
Administration to tackle.

Mr President, in conclusion, | would like to put on record that | entirely
agree with the Governor's remarks on creating wealth before spending a share of
it on improving our public service with one huge reservation: Do not tax us
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simply to create reserves. It is better to leave the money in taxpayers' pockets
where it would do most good. Mr President, | had hoped that the Financial
Secretary would be here so that he could read my lips as | fear he may not be able
to hear my words. But unfortunately my words have not fallen on deaf ears but
an empty chair.
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PRESIDENT: I will call on Dr LEONG Che-hung to speak the second time to
move the adjournment of the debate.

DR LEONG CHE-HUNG: Mr President, | move that the debate on this motion
be adjourned.

Question on the adjournment of the debate proposed, put and agreed to.

ADJOURNMENT

THE IMPORTANCE OF ENCOURAGING BROAD EDUCATION AND
MODERN-DAY LITERACY (E.G. COMPUTER LITERACY) IN HONG
KONG

PRESIDENT: Honourable Members, in response to enquiries about the
adjournment debate on "The Importance of Encouraging Broad Education and
Modern-day Literacy" initiated by Mrs Elizabeth WONG which had to be cut
short at the last sitting through the lack of a quorum, | have directed that the
debate should stand over until this sitting, having regard to the spirit of Standing
Order 10 (4) which provides for procedures for dealing with divisions which may
be rendered invalid as a result of the lack of a quorum.
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Members have a total of 45 minutes to speak in an adjournment debate.
Members spoke for 20 minutes on the last occasion. | will therefore allow 25
minutes for the resumed debate, that is, the balance of the 45 minutes. Two
Members who had earlier indicated their intention to speak in this adjournment
debate were unable to do so at the last sitting. | will call upon them to speak
first and each of them will have a time limit of seven minutes and 30 seconds, as
recommended by the House Committee. After they have spoken, | will then
invite other Members wishing to speak to do so before I call upon the Secretary
for Education and Manpower to reply.
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PRESIDENT: There are about 15 minutes left for this debate. Does any
Member who has not spoken wish to speak?
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Question on the adjournment put and agreed to.

NEXT SITTING

PRESIDENT: In accordance with Standing Orders, | now adjourn the Council
until 2.30 pm on Thursday 2 November 1995, | repeat, Thursday, 2 November
1995.

Adjourned accordingly at fifteen minutes past Nine o'clock.



