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No.84 — Regional Council
Revised list of works annexed to the
Regional Council's Revised Estimates of Revenue and
Expenditure for 1995-96
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ORAL ANSWERS TO QUESTIONS
""One airline one route" Policy

1. MISS CHRISTINE LOH asked: Mr President, it was announced recently
that an agreement had been reached between the Swire Group, CITIC Pacific
and China National Aviation Corporation (CNAC) over the ownership rights of
Dragon Air and Cathay Pacific Airways. In view of the fact that prior to the
announcement of the agreement, the Government had been entertaining an
application by CNAC for a licence to launch an airline in Hong Kong, will the
Government inform this Council whether the Government has changed the "one
airline one route" policy and whether, in principle, any qualified party may
obtain such a licence?

SECRETARY FOR ECONOMIC SERVICES: Mr President, the China
National Aviation Corporation (Hong Kong) Limited (CNAC(HK)) has applied
for an Air Operators Certificate (AOC), not a licence. An AOC may be granted
if the Government is satisfied that the company is competent to secure the safe
operation of aircraft for the flights intended. It is essentially a mark of technical
competence to operate a public transport service.
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By itself, an AOC will not enable a company to operate air services
to and from Hong Kong. To operate a scheduled service, a company would
further require:

(@) alicence for a specific route granted by the Air Transport Licensing
Authority (ATLA), an independent body established under the Air
Transport (Licensing of Air Services) Regulations; and

(b) designation by the Government as a Hong Kong airline which can
operate on the route under the relevant air services agreement.

The processing of CNAC(HK)'s application for an AOC has no direct
bearing on the Government's "one airline one route” policy which concerns
designation of airline for a specific route under the relevant air services
agreement. An AOC and an ATLA licence are prerequisites to designation, but
designation of an airline by the Government is not automatic.

International air transport is highly regulated. Hong Kong airlines can
only operate in the international arena and, unlike many of their competitors, do
not enjoy the financial benefits of a large domestic market. Furthermore, they
face keen competition. Our bilateral agreements with other governments
normally permit their airlines to exercise reciprocal traffic rights on the same
routes as our airlines. Moreover, on the major international routes, such as
those between Asia and North America, there is frequently additional
competition from other third country airlines. Therefore, the most heavily
travelled routes to and from Hong Kong have long been well served by several
established operators.

In these circumstances, the Government has decided that as a general rule,
and subject to the existing arrangements, in any given case, designation in
respect of routes available to Hong Kong will be limited to one airline per route.
The airline first licensed by ATLA for a route will normally be the one to be
designated for that route.

Designation of more than one Hong Kong airline on any route would be
considered only in circumstances where it was judged that more competition was
needed in the public interest and that the traffic was sufficient to sustain a
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substantial operation by more than one Hong Kong airline. It would not be in
Hong Kong's trade and other economic interests to see internecine competition
by Hong Kong airlines weakening their overall ability to compete against foreign
airlines.

There are other circumstances where the Government is prepared to
exercise flexibility. They are:

(@) where one airline has been licensed and designated for a route, but
for commercial reasons chooses not to or ceases to serve that route
or does not operate services on it satisfactorily, consideration would
be given to designating another licensed airline in place of the first;
and

(b)  where the primary roles of the airlines licensed to serve a route are
different. There are routes, such as Hong Kong/Manchester and
Hong Kong/Osaka where, in addition to an airline primarily carrying
passengers, there is a second designated airline carrying air freight
only.

In conclusion, the general rule of "one airline one route™ has served Hong
Kong well up to the present and the Government sees no reason for change.

MISS CHRISTINE LOH: Mr President, would the Secretary nevertheless
agree that the CNAC's application for an AOC was the first step to operate air
services?

Furthermore, that CNAC, a Chinese national regulator, is now a major
shareholder in a local airline, that is, Dragon Air, might be perceived as
backdoor nationalization and may be perceived negatively in terms of the
economic autonomy of the Special Administrative Region (SAR) in future?

SECRETARY FOR ECONOMIC SERVICES: Mr President, as | explained
earlier in my main reply, application for an AOC is one of the steps required in
order to operate an airline.
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On the second question, Dragon Air has a long-established identity
as a Hong Kong airline. 'We do not believe that this will change in the future
following the reshuffling of the ownership. Dragon Air will still be managed
and controlled from within Hong Kong and we understand that its management
and operational policies will remain largely unchanged.

PRESIDENT: Miss Christine LOH, are you claiming that your question has not
been answered?

MISS CHRISTINE LOH: Yes.

PRESIDENT: Which part?

MISS CHRISTINE LOH: Mr President, because | asked that CNAC is the
national regulator and therefore a state body which has now bought a major
share holding in a local company, whether this is something that the Government
is concerned about at all in terms of longer-term policy? The answer just
seems to be that since it is supposed to continue operation out of Hong Kong
then itisnot. | am not sure that that is a sufficient answer.

SECRETARY FOR ECONOMIC SERVICES: Here we are talking about the
CNAC or rather the China Navigation Aviation (Hong Kong) Limited which is a
Hong Kong based company.

BEBEEM  THELLE  —ENEL A A FER B IREET E - I LT GEFE HE
EFIHTIE LR 7+ KB 75 ZEHE 75185 (B 15 - T AT E e B 2 (s - < Fe
FER LI EE BT - G A FI AR B - 50 & & 1 23
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PRESIDENT: Please come to your question, Dr HUANG.
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SECRETARY FOR ECONOMIC SERVICES: Mr President, as | mentioned
earlier in my main reply, international air transport is highly regulated and
highly competitive. The routes which our Hong Kong airlines operate are also
operated by many other countries' airlines. So we think that competition is
sufficient and keen enough to keep the airlines efficient and the service
satisfactory.

BEERBEBER  KEFARGHEELIEF » FAE BN LT P75 I E 5 H
RAEIETERT » BTN FE 78 7 19 W BT 77 45 2o 4 48 it 2] LB R e i = 6 19 B
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PRESIDENT: Dr HUANG Chen-ya, this is not a debate. You have made your
point.

SECRETARY FOR ECONOMIC SERVICES: Mr President, we must uphold
the general philosophy of letting the market determine, so we think that
competition is the best way to ensure efficient and satisfactory service and we
believe that the present arrangement allows sufficient competition in the aviation
field.

BRIZXZERM « Z/EALL - HRNEEL AR E - BT £ 5 EIE
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SECRETARY FOR ECONOMIC SERVICES: Mr President, we have
no precedent of withdrawing or replacing a licence on the grounds of
unsatisfactory service.

PRESIDENT: Mr CHAN, are you claiming that your question has not been
answered?

BRIZZRFZEER : L/EILL - HATEFF TR0 ZE 28 A TS S S -
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SECRETARY FOR ECONOMIC SERVICES: Mr President, we have not, so
far as | am aware, issued any warning to any airline company.

As | said earlier on, international air transport is highly competitive. We
believe that allowing the market to play out is the best way to ensure the best
interests of the consumer.

DR LEONG CHE-HUNG: Mr President, as a result obviously of CNAC
purchasing a big stake in Dragon Air, there are concerns in the Hong Kong
community.  Will the Administration seek clarification from the Chinese
Government that it has no intention of influencing the future Hong Kong SAR to
intensify or perpetuate monopolistic operations within the Hong Kong economy
through which vested interests may unduly profit at the expense of the community
as a whole?

SECRETARY FOR ECONOMIC SERVICES: Mr President, as | replied to an
earlier question, Dragon Air which now has CNAC (Hong Kong) as one of its
owners will remain a Hong Kong airline.  We see no signs of any threat to Hong
Kong's aviation autonomy.
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DR LEONG CHE-HUNG: I do not think the question has been answered. |
am talking about conflicts of interest, through this instance to take away
community interests, not the taking out of Dragon Air as a Hong Kong airline.

SECRETARY FOR ECONOMIC SERVICES: | am sorry, Mr President, | do
not follow the question.

DR LEONG CHE-HUNG: Perhaps, Mr President, you will allow me to ask the
question again. Obviously there are concerns because of CNAC taking over a
major share in Dragon Air. Now will the Hong Kong Government seek the
Chinese Government's assurance that it has no intention of influencing the future
Hong Kong SAR to intensify or perpetuate monopolistic operations within the
Hong Kong economy, through which vested interests can unduly profit at the
expense of the community as a whole?

SECRETARY FOR ECONOMIC SERVICES: Mr President, here we are
talking about ownership of Dragon Air and part of the ownership is now CNAC
(Hong Kong). As I said earlier on, Dragon Air will remain a Hong Kong airline
in respect of these ownership changes and it will continue to be subject to Hong
Kong's technical standards, rules and regulations as well as our policies
governing civil aviation. | see no relationship between the change of ownership
in Dragon Air and the policy of the Chinese administration.

DR DAVID LI: Mr President, how can the Secretary justify his statement that
"one airline one route” can encourage competition in the market place? | fail
to see how.

PRESIDENT: Although framed in the form of a question, it is not really a
question.
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DR DAVID LI: Mr President, | would like the Secretary to inform the Council
how he can justify that "one airline one route™ actually enhances competition?
| fail.

PRESIDENT: That is even worse. You are making a statement now. Next
supplementary.
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SECRETARY FOR ECONOMIC SERVICES: Mr President, the deal between
the companies is a commercial transaction. | do not propose to comment. But
| want to point out that Dragon Air is an unlisted company.

MR HOWARD YOUNG: Mr President, perhaps | can try to ask a question
which Dr David LI has not been successful in asking.

With regard to the "one airline one route" policy, according to tourism
figures, the Hong Kong/Manila route has seven airlines and 68 flights a week,
Singapore has six airlines and 88 flights a week and Bangkok has eight airlines
and 104 flights a week. Now would the Government be willing to produce
figures for Members showing on most of Hong Kong's major routes whether
there is only one airline or two airlines or more than two airlines and how many
flights, so that we can see for ourselves whether the current policy is
encouraging competition or whether it has produced monopolies?

SECRETARY FOR ECONOMIC SERVICES: Yes, we are prepared to
produce the figures. (Annex)
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PRESIDENT: | am afraid this is outside the scope of the original question.

British National (Overseas) Passport Applications Necessitated by
Naturalization

2. MR HOWARD YOUNG asked: Mr President, with regard to the large
number of applications by holders of Certificate of Identity (Cl) for
naturalization which will lead to an increase in the number of applications for
British National (Overseas) (BN(O)) passports, will the Government inform this
Council of the steps which it will take:

(a) to ensure that there will be no time gap between a successful
applicant's surrender of a Cl and receipt of a BN(O) passport; and

(b) to preserve the validity of visas endorsed in a Cl when its holder has
acquired a BN(O) passport?

SECRETARY FOR SECURITY: Mr President,

(@) A Certificate of Identity (CI) is issued to a person who does not hold,
and is unable to obtain, a national passport or other travel documents.
It is therefore the normal practice to require a naturalized British
Dependent Territories citizen (BDTC) to surrender his CI for
cancellation at the time when a certificate of naturalization is issued
to him.  Application for BN(O) passports may be made at the time
of issue of naturalization certificates, and the normal processing
time for a BN(O) passport application is 15 to 17 working days.
Priority in processing BN(O) passport application will be accorded
to those who have urgent travel needs.



LEGISLATIVE COUNCIL — 29 May 1996
ViR — —hAARERARZ+RH 23

However, in the light of the large number of applications for
naturalization received recently, and in view of the restriction on
persons newly naturalized as BDTCs to apply for a BN(O) passport
within three months of their successful naturalization, we have
reviewed our normal practice on the cancellation of Cls. Starting
1 July this year, successful naturalization applicants will not, repeat
not, be required to surrender their Cls when they collect the
naturalization certificates. Instead, they will only have to surrender
their Cls when they collect their BN(O) passports.  This will ensure
that there is no time gap between the surrender of a Cl and the
receipt of a BN(O) passport.

(b)  As regards the validity of visas in the ClI, it will be up to the holder,
after collecting this BN(O) passport, to approach the relevant
consulate/commission to have a visa transferred to the passport if he,
now a BN(O) passport holder, still requires a visa for that particular
country of destination.

MR HOWARD YOUNG: Mr President, | thank the Secretary for his helpful
reply in the second paragraph. But as regards validity of visas, since there are
countries which do require visa for both Cl and BN(O), namely, Australia and
the United States, and these countries do issue multi-visit visas for which the
validity of up to one year or, in the case of the United States even up to 10 years,
IS it possible for the Government to consider, when they actually cancel the ClI's,
to help the applicants save time and effort to re-apply in a very short period for a
new visa by perhaps adopting the practice of binding together two different
travel documents or at least not cancelling the particular page on which there is
a valid visa on the old document?

SECRETARY FOR SECURITY: Mr President, we would be and are doing or
rendering a service to bind two passports together to facilitate the extension of
visa on the old passport or to bind two Cls together to facilitate the extension of
the visa on the old Cl.  But because of the fact that a person who has naturalized
as a British Dependent Territory Citizen and holds a BN(O) passport is
disqualified from holding a CI, we do not cross-link a passport and a CI.
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MR HENRY TANG: Mr President, in the Secretary's main reply, he says that
Certificates of Identity will have to be surrendered when applicants collect their
BN(O) passport and then he went on to say that relevant visas can be transfered
from one documentation to another. But after the Cl has been surrendered,
how can an applicant prove to the Consulate General that he still has that visa?

SECRETARY FOR SECURITY: Mr President, the Certificate of ldentify has
to be surrendered on the issue of a BN(O) at the latest because the person is,
under the law, no longer eligible to hold such a document.
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As regards the question of visa, it would be up to the particular country,
through their consulate or commission, to decide in the light of the circumstances
how they would extend a visa which has previously been issued to a ClI holder
and whether they will need to issue a new one to the BN(O) passport holder.

PRESIDENT: | think the question was whether or not the CI could be
surrendered for cancellation and then the cancelled copy returned to the person
concerned so that the visa could be transferred to the BN(O) passport?

SECRETARY FOR SECURITY: If there is such a need, then we would
consider such an arrangement.

PRESIDENT: Mr Henry TANG, are you claiming that your question has not
been answered?

MR HENRY TANG: Yes, Mr President.

PRESIDENT: Even after my assistance?

MR HENRY TANG: Yes, Mr President, | understand the current practice is, if
you renew a BN(O) passport then your old BN(O) passport is cancelled, but
returned to you, therefore you can take your old passport to the consulate and
have the visa transferred to the new one. So essentially, the CI arrangement is
different from the renewal of the BN(O) passport. Can the Secretary just clarify
that because my original question was asking that point actually?

SECRETARY FOR SECURITY: Mr President, we do at the moment cross-link,
if necessary, two British passports. We do at the moment cross-link two Cls,
but under current arrangements, we cannot cross-link a Cl and a BN(O) passport.
Under the normal current arrangements, we would retrieve a Cl upon the
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applicant's naturalization being successful and the issue of a certificate of
naturalization to him.  However, | have just said that if there are cases where the
consulate insists that an old ClI must be produced in order to facilitate a person's
application for a visa on his BN(O) passport, then we are willing to consider
whether or not a cancelled CI can be made available for that purpose. However,
| am not, at the moment, aware of such cases.
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PRESIDENT: Mr James TO, are you claiming that your question has not been
answered?
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SECRETARY FOR SECURITY: | do not believe that should be the case, Mr
President, because while | have said in the main reply that this is the general
approach which we would adopt, because it would be impossible, given the large
number of applications for naturalization involved, for us to stick rigidly to the
normal practice. Nonetheless, when we work out the detailed arrangements for
this new practice, we will ensure that there is no misleading of the nationality of



LEGISLATIVE COUNCIL — 29 May 1996

LR — —hAAAREFERRZ+AH 27
the person concerned.
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SECRETARY FOR SECURITY: Mr President, the short answer is yes.

Funds Allocation by Hong Kong Arts Development Council

3. MRS ELIZABETH WONG asked: Mr President, will the Government
inform this Council what mechanism is put in place to monitor the allocation of
funds by the Hong Kong Arts Development Council?

SECRETARY FOR RECREATION AND CULTURE: Mr President, the
Hong Kong Arts Development Council (ADC) is a statutory body set up under its
own Ordinance on 1 June 1995. Under section 5 of the Hong Kong Arts
Development Council Ordinance (the Ordinance), the ADC is empowered to
formulate and implement proposals in regard to the promotion and broad
development of the arts, and to disburse grants to organizations and individuals
for the planning, development and promotion of the arts in any way it considers
appropriate.

As an independent statutory body, with almost half of its members
nominated by the arts community, and having its own employed staff, the ADC
enjoys a high degree of autonomy in determining how its funds should be used to
meet the needs of the development of the arts.

The Government monitors the work of the ADC through the following
means:

(@) The Secretary for Recreation and Culture is an ex-officio member of
the ADC; and he or his representative attends all meetings of the
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ADC. Members of the Recreation and Culture Branch also
participate in the work of the ADC through their membership of the
three boards under the ADC, that is, the Strategic Development
Board, the Resource Management Board and the Artform Board.

(b) Section 11 of the Ordinance requires the ADC to submit to the
Government a programme of its proposed activities and estimates of
its income and expenditure.

(c) Section 15 of the Ordinance requires the ADC to submit, after the
close of each financial year, a report on its activities and affairs for
that year, a statement of the accounts for that year, and an auditor's
report on the accounts, to the Governor for tabling before the
Legislative Council.

(d)  Section 14 of the Ordinance empowers the Director of Audit to carry
out examinations into the economy, efficiency and effectiveness
with which the ADC has used its funds in carrying out its functions,
powers and duties. The Director of Audit may report to the
Legislative Council the results of such examinations.

MRS ELIZABETH WONG: Mr President, | am grateful for the Secretary's
comprehensive reply but in the second paragraph of her reply, it is not clear
whether the words "high degree of autonomy" means actually no supplementary
provision, so that they have to operate within the sum given that year. Can the
Secretary please inform this Council, at what stage does the monitoring
mechanism allow supplementary provision if there are not enough funds
allocated for the particular year to meet contingencies unforeseen and requests
which are important requests supported by the ADC?

PRESIDENT: Is the question on allocation of funds by the Hong Kong ADC or
to the Hong Kong ADC?

MRS ELIZABETH WONG: To the Hong Kong ADC and allocated by the
Hong Kong ADC, Mr President.
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SECRETARY FOR RECREATION AND CULTURE: Mr President, as I said
in the main reply, the ADC is fully autonomous in the disbursement of funds
which are allocated to the ADC by the Government through the annual resource
allocation exercise and it is up to the ADC to determine, in the light of the
applications received, as to how much each individual or arts organization gets
after the scrutiny of the applications.

MRS ELIZABETH WONG: | do not think the Secretary has replied to my
original question. The question is at what stage does the Government allow
additional funds to be allocated to the ADC so that the ADC can in turn allocate
to meet contingency needs in the course of any financial year?

PRESIDENT: | should have ruled that out of order because your original

question was on allocation of funds by the Hong Kong ADC and not to the Hong
Kong ADC, but if the Secretary is prepared to answer —

SECRETARY FOR RECREATION AND CULTURE: No, thank you.
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Comprehensive Review of Nine-year Free and Compulsory Education

4. SREBEEM: ZRAEZAEHIEZEHE I FHEREHE B



LEGISLATIVE COUNCIL — 29 May 1996
ViER — —AhAAREARARZT+AH
HF A & &K -
(@) HERAH 7 BEFHEHEE T — 5K T 7 REE R REL
ABIEF - HEERSGELWIAIEN 11 & () —F2074) &
BHEHFHI AT EHE - A 5 R

(b)  EOFE & R FE e 7 RAFH REF] - FEad 2 K AT E L2 7

HEMESRE  EFEE  REXHEEHEHQ@T AFLZETE THHD
INHHEUBREE B R - NHE RBITERFHEE - FRRTH L FEREH
BHE THHAFLZETERERNEFREZHEE - MR - NEE O
FIFREBHAFTEE IITHRE -

BUF R AR 16 Y R E IRt L E R EBEHF R - BHIRZE K
e - AR — L E B R BUR » REEE - o - B IR A E & B & o
HEMIEHREF » SAXBISELENEIF - afDl#EERZEHF - HM
NAA T EA A R LB IR B o MR E A A AR A R T R T R
WL - AT EHRTHNFRERFTLERELSE -

ERBE#HDGE  RMHEHEAEFERIBFTLZEGHER  ARR
BELARRAEEOEALRER

RERBBRER AN FLERAEFTEHTT T2 1 F  BHFELES
BEHETTIIF BB FH AT IEFH T i R 7 EE » 2 A1
G EHFILTFENTHIREH T ?

==

==

S

B#

=3t

SREERLE ROBHFTHALFLEREIFAFTE AT
o HEE—HARMEENMEE - AINKMAFREAFTEHNFLEREIE
KA IEASHE B S 138t - MBENKEHEZEIET - Tl g E 4 n
7  HEUAZ - EEMOME - MESENREZZEZEHR - RMRE

WY LA o0 8 30F BUR B 8 BLR 2 S 3 B Z2 B9 BUR AR AY - T BUR 5T E BUR
MERIGE A LN RENE R ARNBRBEEBM RIS - Wik RMNTHE
EHERRNERERELEREIIFE -

PRESIDENT: Mr CHEUNG Hon-chung, are you claiming that your question
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has not been answered?
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PRESIDENT: The Secretary said he has just done it.
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PRESIDENT: Mr CHEUNG, are you claiming that your question has not been
answered? Were you asking whether or not Form IV and Form V could be
provided free but not compulsory?
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PRESIDENT: Mr CHAN, please state your question.
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PRESIDENT: Secretary, did | hear 13 or 15, under the Employment Ordinance?
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Performance Target for Emergency Ambulance Service
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PRESIDENT: Miss CHAN, please come to your question.
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PRESIDENT: | am afraid this is outside the scope of the original question, but if
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the Secretary is prepared to answer it —

SECRETARY FOR SECURITY: Mr President, 1 do not think I have the
answer to that since this goes beyond my own responsibility.
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PRESIDENT: | am afraid this is outside the scope of the original question.
You may wish to put it down as a separate question at a future sitting.

MRS ELIZABETH WONG: Mr President, it appears from the Secretary's
reply that the Government's aim is noble but determination to reach the aim is
rather dismal. So in the interest of protecting life and limb, can the Secretary
tell us when or what is the timeframe, or does he actually have a timeframe that
he intends to reach the performance target by improving and moving from
"travel time" to "response time"?

SECRETARY FOR SECURITY: Moving from a "travel time" target to a
"response time" target requires two things. Firstly, to establish what is the
proper "response time" target requires a lot of study, including collection of data
under the existing arrangements on the pattern of time taken to receive a call, to
activate the ambulance and to despatch the ambulance and for the ambulance to
arrive at the scene. Given the fact that our current computer system is not
designed to collect that information, we believe that with some modification to

the computer and communications system, we would be able to do that, but we
would not be able to produce the necessary statistical data until probably— and |

use this word very cautiously — probably in the middle of 1997.

Secondly, it requires, if necessary, additional resources to be injected into
the ambulance service. As the Honourable Member knows, the injection or
otherwise of any additional resources is a matter to be dealt with in each year's
budgetary planning cycle. | can no more commit myself, | can no more commit
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the Government, | can no more commit the Financial Secretary, as to what might
or might not be available in the 1997-98 Budget now.
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WRITTEN ANSWERS TO QUESTIONS
Abandoned Buffaloes
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Change of Land Use and Premium Assessment
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Appeals against Sewage Charges and Trade Effluent Surcharges
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Promotion of Putonghua Learning

11. DR DAVID LI asked: The Education Commission has recommended in its
sixth Report that the Education Department should, starting from 1996, organize
summer classes for primary and secondary school students who wish to learn
Putonghua at an estimated cost of about $30 million over a three-year period.
On the other hand, the findings of a recent survey conducted by an insurance
firm show that 95% of those who cannot speak Putonghua make no attempt to
learn it. In this connection, will the Government inform this Council whether
measures will be adopted to promote Putonghua among people other than school
students; if so, what the details are?

SECRETARY FOR EDUCATION AND MANPOWER: Mr President, the
Government recognizes that there is a growing need to promote Putonghua. We
have already announced in the 1995 policy address a number of initiatives to step
up the teaching and learning of Putonghua in schools. These include
developing a new Putonghua curriculum, enhancing teacher training and
organizing summer classes for primary and secondary students starting this
summer.

At the same time, there are a number of ongoing measures to promote the
learning and use of Putonghua among people outside the school system. These
include efforts in both the public and private sectors:

(@ Most tertiary and technical institutions offer Putonghua courses to
their students or to the public. These are supplemented by courses
offered by the Education Department and community bodies for
adults;

(b)  The Language Fund set up in 1994 to enhance efforts for raising the
standards in English and Chinese including Putonghua has so far
supported 10 Putonghua projects of which five are organized outside
school targetting at tertiary students, teachers, parents and the
public;
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(c) There are a number of Putonghua programmes on radio and
television produced by Radio Television Hong Kong for the general
public;

(d) There are numerous activities and contests organized by
professional institutions, non-profit-making organizations and
community centres relating to the learning and speaking of
Putonghua for both children and adults; and

()  We have put in place a structured Putonghua training programme for
the Civil Service. Our aim is that in the long run, those at the
Directorate level or with an operational need to use Putonghua
would be conversant in it.  Our comprehensive training programme
involves classroom teaching and self-learning packages. Some
14 000 civil servants benefitted from such training in 1995-96 and
21 000 will be trained this year.

We believe the above efforts will intensify with the increasing importance
in the use of Putonghua in Hong Kong. Indeed, the Education Commission
Report No. 6 has recommended a number of major initiatives to enhance
language proficiency including the further expansion of language courses offered
by the various adult education and vocational institutions. = The Government
will continue to work closely with the relevant bodies in both the public and
private sectors to promote programmes which help enhance language proficiency,
including Putonghua.

United States Government Procurement of Hong Kong Products
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Water Quality of Major Watercourses
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Investigation of Allied Group
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14. MISS EMILY LAU asked: Regarding the investigation of the Allied
Group, will the Government inform this Council:

(@)

(b)

(©)

of the amount of money spent on the inspector appointed to carry
out an inspection on the affairs of the Allied Group and the results
of the inspection;

whether other investigations have been conducted on the Allied
Group; if so, what the results are and the amount spent on such
investigations; and

how the Government has ensured that the inspection and other
investigations have been conducted in a cost-effective manner?

SECRETARY FOR FINANCIAL SERVICES: Mr President,

(a)

The actual expenditure incurred on the investigation of the affairs of
a group of 27 companies including the Allied Group Limited,
following the appointment of an independent inspector appointed by
the Financial Secretary in August 1992 under section 143(1)(c) of
the Companies Ordinance, was $46,478,295.65.

The inspector submitted his report to the Financial Secretary in
August 1993. The inspector revealed in his report extensive details
about the specific activities he was asked to investigate. The
findings indicated abuse of the group corporate structure and
securities market ethical requirements. The legal implications
could range from breach of civil law duties and regulatory rules to
possible criminal offences including securities and regulatory
statutory offences, Theft Ordinance offences and conspiracy to
defraud. A substantial part of the report was made public in
September 1993. The full report was referred to the law
enforcement and regulatory bodies, as well as the 27 companies
involved in the inspection for them to decide what actions to take
within their respective areas of authority and to pursue those actions
accordingly. In this connection, the Stock Exchange has publicly
censured a number of individuals in senior management positions in



(b)

(©)
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the Allied Group companies. In addition, the inspection
has achieved three main results. Firstly, it has resulted in a
complete re-vamp of the management of the Allied Group
companies. The chairman of the Group and others associated with
him have stepped down from management positions. A number of
independent directors have been appointed, and an Audit Committee
has been established. Secondly, the report generated a higher level
of public awareness regarding corporate governance. We believe
that there has been a considerable increase in vigilance by auditors
of listed companies since the publication of the report.  Thirdly, the
inspection underlined the Government's determination to expose
facts behind any apparent malpractices in the financial market in
order to maintain its integrity and to enable concerned parties to take
appropriate action.

The Commercial Crime Bureau (CCB) of the police has been
conducting investigations into allegations of criminal acts involving
the Allied Group companies. The Securities and Futures
Commission (SFC) is also considering regulatory action relating to
possible breaches of the Takeovers and Mergers Code. On
operational grounds, it would not be appropriate to discuss or reveal
progress of their respective actions on the case.  These
investigations are being undertaken as part of the regular
enforcement and regulatory functions of the two bodies and are not
separately costed. It would therefore not be feasible to provide a
breakdown on the amount incurred so far on these Allied Group
investigations.

While the inspector was carrying out his investigations, his work
progress was closely supervised by a Steering Group chaired by the
Financial Services Branch with representatives from the Legal
Department and the SFC. The CCB also attended the Steering
Group meetings. As indicated in (a) above, the inspection has
achieved some significant results.  As regards the current
investigations, the CCB and SFC are conscious of the need to ensure
that the investigations are, and will continue to be, conducted in a
cost-effective manner.
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Monitoring Mechanism for Commercial Crime Bureau
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Daya Bay Safety Hazard and Contingency Plan

18. MISS EMILY LAU asked: In view of the public concern about the lack of
information from independent sources on the safety of the Guandong Daya Bay
Nuclear Power Station, will the Administration inform this Council whether it
will consider appointing an independent advisory body to provide technical
support to the Government in interpreting and assessing information on the
safety of the Guandgong Daya Bay Nuclear Power Station provided by the Hong
Kong Nuclear Investment Company, and to assist the Government in reviewing
its nuclear disaster contingency plan on a regular basis?
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SECRETARY FOR SECURITY: Mr President, we have considered the
question of whether to appoint an independent safety consultant or advisory body
on several occasions, but concluded that for the following reasons there are no
strong grounds to do so:

(@)

(b)

(©)

BILLS

We have sufficient expertise within the Government on nuclear
safety technology to ensure that we are able to protect the health and
safety of the people of Hong Kong. Staff in the Electrical and
Mechanical Services Department, Royal Observatory and
Department of Health have specialized training and experience in
the operation of nuclear power stations, radiological monitoring and
assessment, and health physics. We have been building up this
capability for more than 10 years and will continue to improve it.

We have maintained close contact with the International Atomic
Energy Agency (IAEA), the United Kingdom's Atomic Energy
Authority and  other  regulatory agencies, and other
internationally-renowned radiological experts. These agencies are
involved in advising us in drawing up contingency plans. They
also act as observers in our exercises to test our contingency plans,
and give regular advice to us on how our system, plans and
procedures should be improved.

The Hong Kong Nuclear Investment Company employs highly
qualified and experienced unclear safety advisers from both France
and China who are able to advise on both the normal operation of
the Guangdong Nuclear Power Station at Daya Bay and on the
related technical aspects of nuclear safety.

First Reading of Bills

HOTEL ACCOMMODATION (MISCELLANEOUS PROVISIONS) BILL

1996

DENTISTS REGISTRATION (AMENDMENT) BILL 1996



LEGISLATIVE COUNCIL — 29 May 1996
ViR — —hAARERARZ+RH

NURSES REGISTRATION (AMENDMENT) BILL 1996
EMPLOYMENT (AMENDMENT) BILL 1996
EMPLOYMENT (AMENDMENT) (NO. 2) BILL 1996
IMMIGRATION (AMENDMENT) (NO. 2) BILL 1996
FIRE SAFETY (COMMERCIAL PREMISES) BILL

Bills read the First time and ordered to be set down for Second Reading
pursuant to Standing Order 41(3).

Second Reading of Bills

HOTEL ACCOMMODATION (MISCELLANEOUS PROVISIONS) BILL
1996

THE SECRETARY FOR HOME AFFAIRS to move the Second Reading of:
""A Bill to amend the Hotel Proprietors Ordinance, the Hotel Accommaodation
Tax Ordinance and the Hotel and Guesthouse Accommodation Ordinance.""

She said: Mr President, | move the Second Reading of the Hotel Accommodation
(Miscellaneous Provisions) Bill 1996.

The main objective of the Bill is to amend the definition of "hotel"” in the
Hotel Proprietors Ordinance and the Hotel Accommodation Tax Ordinance; and
the definition of "hotel" and "guesthouse" in the Hotel and Guesthouse
Accommodation Ordinance in order to specify the scope of the definitions. The
other amendments to the Hotel and Guesthouse Accommodation Ordinance are
to streamline the operation of the licensing scheme under that Ordinance.

The existing definition of "hotel"; and "hotel" and "guesthouse" in the
three Ordinances have allowed establishments which offer accommodation only
to limited categories of persons, for example, to persons of a particular
nationality or clients of one tourist agency, to operate outside the ambit of the
Ordinances. A High Court Judgement in March 1996 also has implications on
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the scope of application of the three Ordinances. It ruled that hotels that
accepted guests with prior reservations would not fall within the purview of the
Ordinances. A potential loophole has been created whereby hotels could claim
that they let rooms in response to prior reservations (for example, telephone
booking) and should not be subject to the Ordinances. This loophole needs to
be plugged so that the licensing scheme under the Hotel and Guesthouse
Accommodation Ordinance would continue to apply to all hotels to ensure the
efficacy of safety in them; and that hotel accommodation tax should continue to
be payable by all hotels under the Hotel Accommodation Tax Ordinance,
otherwise there would be serious revenue implications.

Clauses 2, 4 and 5 of the Bill amend the definition of "hotel™ in the Hotel
Proprietors Ordinance, the definition of "hotel" in the Hotel Accommodation Tax
Ordinance, and the definition of "hotel" and "guesthouse" in the Hotel and
Guesthouse  Accommodation Ordinance respectively to address the
above-mentioned deficiencies.

The Bill proposes other amendments to the Hotel and Guesthouse
Accommodation Ordinance to improve the operation of the licensing scheme.
Clauses 6 and 7 amend the Ordinance so that the Licensing Authority can issue
licences of up to three years' validity to obviate the need for annual licence
renewal, as is the case now. We intend to issue three-year licences on a case by
case basis. In principle, such licences will be granted only to those
establishments that have shown integrity of continuing to fulfill the fire and
building safety standards and that would not abuse the licensing control.

Clauses 8 and 9 allow notices under sections 19 and 20 of the Ordinance to
be served by posting them in a conspicuous part of the premises without the need
to state the name of the addressee. At present, notices may be served to the
responsible person of a hotel or guesthouse personally or by registered post to
direct remedial works under section 19 and to notify the Administration's
intention to apply from the District Court for closure order under section 20.
Serving of these notices would be difficult where the whereabouts or identity of
the responsible persons are not known. It would assist operationally if these
notices could be served by posting them in a conspicuous part of the premises.



LEGISLATIVE COUNCIL — 29 May 1996
ViR — —hAARERARZ+RH

Clause 9 also amends section 20 of the Ordinance to allow any person
authorized by the Secretary for Home Affairs in writing to enter into a hotel or
guesthouse to execute any remedial works while a closure order is in force.
Clause 10 provides that it shall not be an offence for a person so authorized to
enter into the closed premises. These amendments address a flaw in the
Ordinance in that the premises, once closed by order, may not be re-entered for
carrying out remedial works. Without these works, the premises cannot be
made safe and cannot be reopened as a hotel or guesthouse.

Clause 11 extends the time limit for prosecution of offences under the
Ordinance. Under section 26 of the Magistrates Ordinance, the Licensing
Authority is time-barred from prosecution if an offence (for example, breach of
licence conditions) has been committed more than six months before the
Authority issues the summons. This is unsatisfactory because an offence may
occur immediately after an inspection of the premises by the Licensing Authority
at the time of renewal of the licence and in these circumstances the offence will
not be discovered shortly. Many offences may be time-barred from prosecution.
Clause 11 proposes that any prosecution under the Ordinance shall be
commenced either within six months of the commission of the offence; or within
six months of the offence being discovered by or coming to the notice of the
Authority, whichever is the later.

Mr President, the Bill improves the definitions in three Ordinances to
ensure, inter alia, that the fire and building safety of all hotels and guesthouses
will continue to be regulated by the licensing scheme under the Hotel and
Guesthouse Accommodation Ordinance; and that hotel accommodation tax is
payable by all hotels. The Bill also improves the day to day operation of the
licensing scheme under the Hotel and Guesthouse Accommodation Ordinance.
| recommend the Bill to Members.

Thank you.
Question on the motion on the Second Reading of the Bill proposed.

Debate on the motion adjourned and Bill referred to the House Committee
pursuant to Standing Order 42(3A).
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DENTISTS REGISTRATION (AMENDMENT) BILL 1996

THE SECRETARY FOR HEALTH AND WELFARE to move the Second
Reading of: ""A Bill to amend the Dentists Registration Ordinance."

She said: Mr President, | move that the Dentists Registration (Amendment) Bill
1996 be read the Second time.

This Bill proposes two changes. The first proposed change concerns the
Licensing Examination. Under the existing Dentists Registration Ordinance,
applicants whose standard of achievement is equivalent to the passing of the
Licensing Examination are qualified to be registered as dentists in Hong Kong.
However, the Ordinance does not specify the qualification which is recognized
for this purpose, that is, the award of a degree of dentistry by the University of
Hong Kong. We propose to spell out clearly the qualification deemed to be
equivalent to the passing of the Licensing Examination for the purpose of
registration of dentists in the Ordinance.

The second proposed change is to require the applicant to show that he has
not been convicted in Hong Kong or elsewhere of any offence punishable by
imprisonment, when he applies for the issuance and renewal of practising
certificates. This is necessary because the Secretary of the Dental Council is
not empowered under the existing Ordinance to ask the applicant to submit such
information, but such information is required for the Secretary to issue or renew
the practising certificates.

Question on the motion on the Second Reading of the Bill proposed.

Debate on the motion adjourned and Bill referred to the House Committee
pursuant to Standing Order 42(3A).

NURSES REGISTRATION (AMENDMENT) BILL 1996

THE SECRETARY FOR HEALTH AND WELFARE to move the Second



LEGISLATIVE COUNCIL — 29 May 1996
LR — —hAAAREFERRZ+AH
Reading of: ""A Bill to amend the Nurses Registration Ordinance."

She said: Mr President, | move that the Nurses Registration (Amendment) Bill
1996 be read the Second time.

The Bill aims to restrict the use of the title "nurse”. The existing Nurses
Registration Ordinance does not provide for sanctions against the use of the title
"nurse” by unqualified persons. However, since nursing is a recognized
profession, we proposed to restrict the use of the title to qualified persons only,
namely, registered nurses and enrolled nurses. Any unauthorized use of the title
would therefore be an offence.

Question on the motion on the Second Reading of the Bill proposed.

Debate on the motion adjourned and Bill referred to the House Committee
pursuant to Standing Order 42(3A).

EMPLOYMENT (AMENDMENT) BILL 1996

THE SECRETARY FOR EDUCATION AND MANPOWER to move the
Second Reading of: ""A Bill to amend the Employment Ordinance."
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Question on the motion on the Second Reading of the Bill proposed.

Debate on the motion adjourned and Bill referred to the House Committee
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pursuant to Standing Order 42(3A).

EMPLOYMENT (AMENDMENT) (NO. 2) BILL 1996

THE SECRETARY FOR EDUCATION AND MANPOWER to move the
Second Reading of: A Bill to amend the Employment Ordinance."*
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Question on the motion on the Second Reading of the Bill proposed.

Debate on the motion adjourned and Bill referred to the House Committee
pursuant to Standing Order 42(3A).

IMMIGRATION (AMENDMENT) (NO. 2) BILL 1996

THE SECRETARY FOR SECURITY to move the Second Reading of: ""A Bill
to amend the Immigration Ordinance."

He said: Mr President, I move the Second Reading of the Immigration
(Amendment) (No. 2) Bill 1996. The Bill seeks to amend the definition of a
lawfully employable person, and to impose a duty on the employer to inspect the
travel document of any person who is not a permanent resident before employing
him.

In response to the growing community concern on the impact of illegal
employment activities in Hong Kong, the Administration has launched a
vigorous campaign against illegal workers and their employers. The strength of
the Immigration Task Force deployed to tackle this problem has been doubled.
As a result, there have been significant increases in the number of anti-illegal
employment operations and arrests. In 1995, a total of 2 160 such operations
were conducted, representating an increase of 101% when compared with 1 074
operations carried out in 1994. Also in 1995, 5 833 illegal workers and 2 302
employers were arrested, an increase of 7.9% and 62.6% respectively over the
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number of 5 404 illegal workers and 1 416 employers arrested in 1994.

However, the number of prosecutions in respect of employers who employ
illegal workers is still relatively low. In 1994 and 1995, the percentage of
employers who were prosecuted was 64% and 51% respectively. This compares
with 70% and 80% of illegal workers prosecuted during the same period. One
of the main reasons is that, at present, there are two impediments affecting the
effective control of illegal employment. Firstly, the Immigration Ordinance
defines a person holding a Hong Kong identity card as lawfully employable,
albeit that the holder may be committing a breach of his condition of stay by
taking unapproved employment. Secondly, whilst employers are required by
law to inspect the Hong Kong identity cards of potential employees, most
identity cards do not indicate whether the holders are being restricted to a
specific employment. As a result, contract workers, mostly foreign domestic
helpers, are able to obtain unapproved employment by presenting their identity
cards for inspection by the employer. Such an employer cannot be prosecuted
unless it can be proved, by the Crown, that he was aware of the restriction on the
employee.

To remove the first obstacle, we are seeking to amend the law to make
non-permanent residents not lawfully employable if they breach a condition of
stay imposed on them. This means that employers who employ non-permanent
identity card holders for any full-time or part-time job outside the scope of the
authorization approved by the Director of Immigration will commit an offence
under section 171 of the Immigration Ordinance, which carries a maximum fine
of $350,000 and imprisonment for three years.

To overcome the second obstacle, we also propose to require employers to
inspect the travel documents held by job-seekers who are holders of
non-permanent identity cards, as well as their Hong Kong identity cards, to
ensure that they are lawfully employable before offering them employment.

To help employers to identify more easily contract workers who are not
free to take up employment without prior permission from the Director of
Immigration, the Immigration Department has introduced the bilingual and
easy-to-read immigration stamp on travel documents of foreign domestic helpers
and imported workers. Meanwhile, the Immigration Department is also
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progressing with the exercise to issue "W"-prefix identity cards to all foreign
domestic helpers. These "W"-prefix identity cards are already issued to
imported workers under the Importation of Labour Schemes. The new stamp
and the "W"-prefix identity card will together make it easier for employers to
discharge their responsibility under the law. Employers who have doubts in
ascertaining the employability of job-seekers can also make enquiries through the
Immigration Department telephone hotline and faxline.

The amendments | have just outlined form part of our package of measures
to combat illegal employment. The Bill facilitate the prosecution of
unscrupulous employers of illegal labour, and enables law-enforcement agencies
to tackle the issue more effectively at source.

Thank you, Mr President.
Question on the motion on the Second Reading of the Bill proposed.

Debate on the motion adjourned and Bill referred to the House Committee
pursuant to Standing Order 42(3A).

FIRE SAFETY (COMMERCIAL PREMISES) BILL

THE SECRETARY FOR SECURITY to move the Second Reading of: ""A Bill
to provide for fire safety improvements to be made to certain commercial
premises and to provide for related matters."

He said: Mr President, | move the Second Reading of the Fire Safety
(Commercial Premises) Bill.

In January 1994, following a fatal fire at a bank in Shek Kip Mei, in which
13 people died, the Fire Investigation Team established to examine the
circumstances of the incident found that certain types of premises are subject to
particular fire risk. These premises are typically older commercial premises,
where members of the public are likely to be present in significant numbers. In
the light of the Investigation Team's recommendations, we concluded that steps
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must be taken to reduce this risk by upgrading the fire safety measures in
these premises to up-to-date standards as far as practicable. We also concluded
that this could only be done effectively through legislation.

The Investigation Team identified a need to upgrade the fire safety
installations and means of escape in such commercial premises. After further
consideration, we concluded that, if the proposed legislation is to be complete, it
should also include requirements to upgrade the standard of means of access and
of the use of fire resistant materials.

The provisions in the legislation will apply to premises with a total floor
area exceeding 230 sq m where members of the public are likely to be present in
significant numbers. Such premises include banks, off-course betting centres,
jewellery and goldsmith shops, supermarkets, department stores and shopping
arcades. The Director of Fire Services and the Director of Buildings, who will
be the enforcement authorities, will be empowered to direct owners of the
prescribed premises to implement specified fire safety measures. These
measures, which will cover the provision of fire service installations and
equipment, means of escape, means of access and the use of fire resistant
materials, are already enshrined in codes of practice which have been issued by
the authorities after extensive consultation.

We have maintained consultation with concerned business and
professional bodies throughout the process of formulating this Bill. We have
been encouraged by the level of support we have received for these proposals.
In fact, several of the larger commercial establishments have made significant
efforts to anticipate this Bill, by taking appropriate action based on the
recommendations on which we consulted them. This early, voluntary action is a
clear endorsement of the fact that our proposals are sound and reasonable.

Nevertheless, we understand that there have been some concerns on the
application of these fire safety measures to other premises. We have already
accepted that individual premises vary so much in their design and in their
construction that each case will need to be considered on its own merits. We
have explained to those concerned that the enforcement authorities will adopt a
flexible approach, and will only require measures to be implemented which are
reasonable and practicable. Nevertheless, the enforcement authorities need to
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be provided with the appropriate statutory powers to ensure compliance with
these measures when it is necessary in the interests of public safety.

Honourable Members may be assured that our enforcement action will be
taken on a measured, step-by-step basis. We do not propose to use a
sledgehammer to crack a nut, and minor transgressions will be handled as such.
It is only where owners of such premises refuse to comply with a reasonable
requirement that we shall take stronger enforcement action. The enforcement
authorities will be empowered under this Bill to issue fire safety directions to the
owners of premises, requiring improvements to fire safety measures for their
premises. Any owner who fails to comply with such a direction will be subject
to a penalty. For more serious offences, the enforcement authorities may apply
to the District Court for an order prohibiting the premises from being used for the
prescribed commercial activities.

We have identified some 500 premises without sprinkler systems. We
must take early action to improve fire safety measures in these particularly
inadequate premises. The Director of Fire Services and the Director of

Buildings have already formed a working group to consider the necessary
enforcement actions and implementation plan for these premises.

We believe that with the enhanced control of fire safety standards in
commercial premises that this Bill will provide, the risks to life and property will
be greatly reduced.

Thank you, Mr President.

Question on the motion on the Second Reading of the Bill proposed.
Debate on the motion adjourned and Bill referred to the House Committee
pursuant to Standing Order 42(3A).

Resumption of Second Reading Debate on Bills

PUBLIC HEALTH AND MUNICIPAL SERVICES (AMENDMENT) BILL
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1996

Resumption of debate on Second Reading which was moved on 15 May 1996
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Question on the Second Reading of the Bill put and agreed to.
Bill read the Second time.
Bill committed to a Committee of the whole Council pursuant to Standing Order

43(1).

INSURANCE COMPANIES (AMENDMENT) BILL 1996
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Resumption of debate on Second Reading which was moved on 14 February
1996

Question on the Second Reading of the Bill put and agreed to.

Bill read the Second time.

Bill committed to a Committee of the whole Council pursuant to Standing Order
43(1).

EMPLOYEES COMPENSATION (AMENDMENT) BILL 1996

Resumption of debate on Second Reading which was moved on 8 May 1996
Question on the Second Reading of the Bill put and agreed to.

Bill read the Second time.

Bill committed to a Committee of the whole Council pursuant to Standing Order
43(1).

Committee Stage of Bills

Council went into Committee.

PUBLIC HEALTH AND MUNICIPAL SERVICES (AMENDMENT) BILL
1996

Clauses 1 and 2 were agreed to.

INSURANCE COMPANIES (AMENDMENT) BILL 1996

Clauses 1 to 35 were agreed to.
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EMPLOYEES COMPENSATION (AMENDMENT) BILL 1996
Clauses 1 to 34 were agreed to.

Council then resumed.

Third Reading of Bills
THE SECRETARY FOR RECREATION AND CULTURE reported that the

PUBLIC HEALTH AND MUNICIPAL SERVICES (AMENDMENT) BILL
1996

had passed through Committee without amendment. She moved the Third
Reading of the Bill.

Question on the Third Reading of the Bill proposed, put and agreed to.

Bill read the Third time and passed.

THE SECRETARY FOR FINANCIAL SERVICES reported that the
INSURANCE COMPANIES (AMENDMENT) BILL 1996

had passed through Committee without amendment. She moved the Third
Reading of the Bill.

Question on the Third Reading of the Bill proposed, put and agreed to.

Bill read the Third time and passed.

THE SECRETARY FOR EDUCATION AND MANPOWER reported that the
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EMPLOYEES COMPENSATION (AMENDMENT) BILL 1996

had passed through Committee without amendment. He moved the Third
Reading of the Bill.

Question on the Third Reading of the Bill proposed, put and agreed to.

Bill read the Third time and passed.

MEMBER'S MOTIONS

PRESIDENT: I have accepted the recommendations of the House Committee as
to the time limits on speeches for the motion debates and Members were
informed by circular on 27 May. The movers of the motions will each have 15
minutes for their speeches including their replies, and another five minutes to
speak on the proposed amendment, where applicable.  Other Members,
including the mover of the amendment, will each have seven minutes for their
speeches. Under Standing Order 27A, | am obliged to direct any Member
speaking in excess of the specified time to discontinue his or her speech.

DECLARATION OF POLITICAL STANCE BY CIVIL SERVANTS
MR SZETO WAH to move the following motion:
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Question on the motion proposed.
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PRESIDENT: Miss Emily LAU has given notice to move an amendment to this
motion. Her amendment has been printed on the Order Paper and circularized
to Members. | propose that the motion and the amendment be debated together
in a joint debate.

Council shall debate the motion and the amendment together in a joint
debate. | now call on Miss Emily LAU to speak and to move her amendment.
After | have proposed the question on the amendment, Members may express
their views on the motion and the amendment.

MISS EMILY LAU's amendment to MR SZETO WAH's motion:
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Question on the amendment proposed.
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MRS ELIZABETH WONG: Mr President, within the parameters of Hong
Kong's unique, if not peculiar, executive-led Government, we have nevertheless a
proud Hong Kong Civil Service. | think | am not exaggerating to say that every
civil servant is there to serve the community like many of our honourable friends
elected by the people to serve the people. Their spirit is to serve Hong Kong.

Whilst | am no expert on the definition of the term "political neutrality"

| do not think it is even up to me to define it, it is up to the Secretary for Civil
Service to do this — but with my many years of experience in the Civil Service

in my previous incarnation as a civil servant, | can truly say that every
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self-respecting civil servant serves the general public irrespective of personal
political affiliation or alignment. To me, "political neutrality" would mean
simply the Civil Service serves the people without fear or favour.

There is a clear distinction, therefore, between what is a private affiliation
and a public duty and a public policy. To depart from this, | think, would be
very sad. To compel a civil servant to declare his inner feelings, his political
stance, in order to protect a job, in order to save his political future if he has any,
IS going to be a tragedy for Hong Kong.

To compel a civil servant to declare political stance, as we all know, was
debated in Hong Kong, was reported in the press and then retracted very soon
after. 1 took to the street because of that. It would spell the end of declaration
of independence of the human spirit. That is going to be a very bad thing for
Hong Kong. It will undermine Hong Kong's basic foundation for success,
which is the rule of law and the impartiality of the Civil Service which serves
Hong Kong people without fear or favour.

With these remarks, | appeal to the powers that be not to do any political
vetting because if you vet a person you expect the person to declare political
stance. So, | support the spirit behind the original motion and | support the
clarity behind the amended motion. Thank you.

MR DAVID CHU: Mr President, | will vote against Miss Emily LAU's
amendment because the provisional legislature she so opposes is an absolute
reality. Hong Kong civil servants will work with this interim assembly come 1
July next year. Their co-operation with the provisional legislature before that
date will assist its preparatory work in the interests of the Hong Kong people and
a smooth transition.

I will also vote against Mr SZETO Wah's motion because no one is asking
civil servants to be politicized. The concern about a politicized Civil Service
stems from the reading of earlier and inaccurate media reports. Director LU
Ping has on several occasions — including meetings with the Chief Secretary,

Mrs Anson CHAN and with a delegation from the Hong Kong Chamber of
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Commerce recently, stated clearly the Chinese stance regarding the Hong
Kong Civil Service. China only wants the Civil Service to serve the future
Chief Executive, the institutions of the Special Administrative Region, and the
people of Hong Kong faithfully just as it is rendering the same to the present
Administration. | am sure our civil servants will not disappoint us.

What Mr SZETO Wah is talking about is essentially a non-issue. The
motion indeed appears to me to be an attempt to make something out of nothing.
What we need now is the opposite. We should be diminishing controversies
and resolving problems, not exaggerating or creating them.

We should also be realisticc. Hong Kong civil servants, like their
counterparts in all other governments, do occasionally deal with political issues
or issues which may have a political slant. The political reforms of 1994, old
age pension, housing strategy and the Public Order Ordinance come immediately
to mind. Civil servants are expected, out of duty and obligation to the
Government, to shape and lobby support for these policies, whether or not they
personally agree with the initiatives. Civil servants must certainly stay above
the partisan fray, but that is not to say they are entirely shorn of politics —

particularly the politics of dealing with this Council now and the provisional
legislature soon.

To confirm, let me repeat that | shall vote against both the motion and its
amendment.

Thank you, Mr President.
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PRESIDENT: Mr LEE Wing-tat, do you have a point of order?
MR LEE WING-TAT: A point of elucidation.

PRESIDENT: Mr IP, do you wish to yield to Mr LEE who is seeking
elucidation?
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PRESIDENT: | now invite Mr SZETO Wah to speak on the amendment to his
motion. You have five minutes to speak on the amendment, Mr SZETO.
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PRESIDENT: Mr SZETO Wah, please resume your seat. | had in earlier
debates in the current Session ruled that when | invite the Member to speak on an
amendment to his motion, he should confine his remarks on the amendment, and
not turning the speech into a general reply because at the end of the debate, there
will be an opportunity for Mr SZETO Wah to make a final reply.
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Question on the amendment put.

Voice vote taken.

THE PRESIDENT said he thought the "Ayes" had it.

Miss Emily LAU claimed a division.

PRESIDENT: Council shall proceed to a division.

Division Bell rang for three minutes.

PRESIDENT: I would like to remind Members that they are now called upon to
vote on the question that the amendment moved by Miss Emily LAU be made to
Mr SZETO Wah's motion. Will Members please register their presence by
pressing the top button and then proceed to vote by choosing one of the three



LEGISLATIVE COUNCIL — 29 May 1996
TR — —hAAKRFERABZ+ARH
buttons below?

PRESIDENT: Before | declare the result, Members may wish to check their
votes. Are there any queries? The result will now be displayed.

Mr Martin LEE, Mr SZETO Wah, Dr LEONG Che-hung, Mr Albert CHAN, Mr
CHEUNG Man-kwong, Mr Michael HO, Dr HUANG Chen-ya, Miss Emily LAU,
Mr LEE Wing-tat, Mr Fred LI, Mr James TO, Dr YEUNG Sum, Mr WONG
Wai-yin, Miss Christine LOH, Mr LEE Cheuk-yan, Mr Andrew CHENG, Dr
Anthony CHEUNG, Mr Albert HO, Mr LAU Chin-shek, Dr LAW Cheung-kwok,
Mr LAW Chi-kwong, Mr Bruce LIU, Mr MOK Ying-fan, Mr SIN Chung-kai, Mr
TSANG Kin-shing, Dr John TSE, Mrs Elizabeth WONG and Mr YUM Sin-ling
voted for the amendment.

Mr Allen LEE, Mr NGAI Shiu-kit, Mr LAU Wong-fat, Mr Edward HO, Mr
Ronald ARCULLI, Mr CHIM Pui-chung, Mr Eric LI, Dr Philip WONG, Mr
Howard YOUNG, Mr James TIEN, Mr CHAN Kam-lam, Mr CHAN Wing-chan,
Miss CHAN Yuen-han, Mr CHENG Yiu-tong, Mr CHEUNG Hon-chung, Mr
David CHU, Mr IP Kwok-him, Mr Ambrose LAU and Mr NGAN Kam-chuen
voted against the amendment.

THE PRESIDENT announced that there were 28 votes in favour of the
amendment and 19 votes against it. He therefore declared that the amendment
was carried.

PRESIDENT: Mr SZETO Wah, you are now entitled to your final reply and you
have four minutes 29 seconds out of your original 15 minutes.
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Question on the motion as amended by Miss Emily LAU put.

Voice vote taken.

THE PRESIDENT said he thought the "Ayes" had it.

Mr TSANG Kin-shing and Miss Emily LAU claimed a division.

PRESIDENT: Council shall proceed to a division.

PRESIDENT: I would like to remind Members that they are now called upon to
vote on the question that the motion moved by Mr SZETO Wah as amended by
Miss Emily LAU be approved. Will Members please register their presence by
pressing the top button and then proceed to vote by choosing one of the three
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buttons below?

PRESIDENT: Still one short of the head count. Before | declare the result,
Members may wish to check their votes. Are there any queries? The result
will now be displayed.

Mr Martin LEE, Mr SZETO Wah, Dr LEONG Che-hung, Mr Albert CHAN, Mr
CHEUNG Man-kwong, Mr Michael HO, Dr HUANG Chen-ya, Miss Emily LAU,
Mr LEE Wing-tat, Mr Fred LI, Mr James TO, Dr YEUNG Sum, Mr WONG
Wai-yin, Miss Christine LOH, Mr LEE Cheuk-yan, Mr Andrew CHENG, Dr
Anthony CHEUNG, Mr Albert HO, Mr LAU Chin-shek, Dr LAW Cheung-kwok,
Mr LAW Chi-kwong, Mr Bruce LIU, Mr MOK Ying-fan, Mr SIN Chung-kai, Mr
TSANG Kin-shing, Dr John TSE, Mrs Elizabeth WONG and Mr YUM Sin-ling
voted for the amended motion.

Mr Allen LEE, Mr NGAI Shiu-kit, Mr LAU Wong-fat, Mr Edward HO, Mr
Ronald ARCULLI, Mr CHIM Pui-chung, Mr Eric LI, Dr Philip WONG, Mr
Howard YOUNG, Mr James TIEN, Mr CHAN Kam-lam, Mr CHAN Wing-chan,
Miss CHAN Yuen-han, Mr CHENG Yiu-tong, Mr CHEUNG Hon-chung, Mr
David CHU, Mr IP Kwok-him, Mr Ambrose LAU and Mr NGAN Kam-chuen
voted against the amended motion.

THE PRESIDENT announced that there were 28 votes in favour of the amended
motion and 19 votes against it. He therefore declared that Mr SZETO Wah's
motion as amended by Miss Emily LAU was carried.

LEGISLATION ON FAIR TRADE

DR LAW CHEUNG-KWOK to move the following motion:
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THE PRESIDENT'S DEPUTY, DR LEONG CHE-HUNG, took the Chair.

Question on the motion proposed.
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MR JAMES TIEN: Mr Deputy, three years ago, the Honourable Fred LI also
asked this Council to endorse his proposal for a free trade commission. Today,
the motion is revived by Dr the Honourable LAW Cheung-kwok.

Everybody faithful to the spirit that has made Hong Kong commercially
successful is by definition a true believer in competition. Competition that has
brought us world class services at reasonable prices. Competition that has
given us a high quality of life. What | question is whether competition can be
completely regulated or managed by a commission the role of which is to also
interfere.

Hong Kong has prospered on the principle of free trade so much so that we
have enshrined the concept in the Basic Law. We already have a range of
ordinances regarding the utilities so that they may not overcharge. We have
laws related to sale of goods, supply of services, contracts and consumer goods
safety. Those relating to banking, gas supply, supermarkets, telecommunication
and property are currently being scrutinized by the Government to see whether
more stringent control may be needed. The situation is far from static, but
rather, it is constantly evolving and improving. "Progress”, in a word.

Existing mechanism include the schemes of control which may be adjusted
to ensure that monopolies invest in quality and not sacrifice public safety. We
additionally have the Consumer Council, the power of which is expanding and
which now has a legal fund in its arsenal, to defend the community's interests.
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Our Government also reserves the right as a last resort not to renew franchises or
to revoke them if the utilities do not perform up to par. The Executive Council
may turn down any fare or fee increase proposal that it considers extreme.

If our administration has abdicated its responsibility and let utilities do as
they wish, then a commission may be necessary. But clearly and thankfully,
this is not the case. Let me cite the example of the China Motor Bus (CMB),
the services of which were so unreliable at one point that it drew a torrent of
complaints from passengers. While the Transport Department did not cancel or
take over the CMB, it did accede to public demand and hand over some routes to
the upstart Citybus. Passengers are now better served.

Our media too have been a very effective monitor.  Their reports and
commentaries about unsatisfactory performances or mistakes by utilities have

generated pressure. The pressure has in turn convinced many of these
companies and corporations — the Mass Transit Railway Corporation,

Kowloon-Canton Railway Corporation, Hong Kong Ferry — to upgrade their
services.

Frequent complaints about the banking cartel over interest rates on
deposits also led to the lending houses agreeing to competition. While
depositors are getting a better return on their investments, other bank users now
complain that they are being charged for services which were once free. This
brings me to the point that costs are spread because companies will not take a
loss and do not like to give subsidies. There is a simple saying in business and
that is "buyers beware". But there is another saying too and it is "you cannot
please everyone all the time".

Many of my constituents are small to medium businesses which
understandably are stung by escalating costs. | empathize with them totally
because they are being hurt by an inflation rate that has never gone lower than
7% a year for longer than a decade. | nevertheless doubt that having a
commission is a solution, when it may be a problem unto itself, if it ever came to
pass.

A few years back, | was not happy either with having to pay an exorbitant
rate for long distance calls to the United States. The charges were so steep that
an academic even wrote a book to show how Hong Kong long distance callers



LEGISLATIVE COUNCIL — 29 May 1996
R — —hAARERARBRZ+AH 117
were allegedly cheated. But soon enough, other long distance
specialists entered the field and competition from them has since brought the
rates down to almost American levels. This is convincing proof that the
existing format works if we let it.

| believe it is a myth that total deregulation is the answer to the prayers for
better services at reduced costs. The question we must ask ourselves is whether
we are willing to risk our quality of services, even safety, for cheaper fares and
fees? The United States has had anti-trust laws for a century, but still verdict on
direct government intervention in the market remains open.

Let me refer to the famous example of Ma Bell which in the early 1980s
was forced to break up into regional firms. The result of that was, yes, lower
charges but much hampered efficiency. The scramble among these children of
Ma Bell for other businesses partly accounted for losses not only to the
companies but to consumers. Now suddenly, these Baby Bells are merging with
their other telecom and media service providers, throughout the United States
and provoking another round of outcry against, what else? New monopolies.

Quite recently, we frequent business travellers were shocked by the
Valuejet plane crash in the swamps of Florida. Reports subsequently informed
us that the budget airline, a beneficiary of the deregulated American sky, may
have scrimped on aircraft maintenance of an already aging fleet to stay aloft in
profits. We must wonder whether a few dollars saved for an airplane ticket is
worth a life? | am sure the answer is "no".

Enterprise may not be totally free in Hong Kong which is already widely
hailed as the last bastion of pure capitalism. Some utilities are so vast and their
capital investments so huge that they are either run by franchises with guaranteed
profits or by the Government. We know from experiences all over the world
that, given a chance, the private or quasi-private sector can outperform the
Government at any time.

| trust that no commission, however grand, can give the consumers
including businesses, value for their dollar better than free and fair competition.
Comepetition in Hong Kong is already moving into areas once closed by dominant
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utilities and it is a natural process triggered by supply and demand. What we
have to strike for is a balance between free trade and public interests so that we
are not overcharged and that our safety would not be compromised. Mr Deputy,
the Honourable Henry TANG, also shares my view. The Liberal Party will vote
against Dr LAW's motion, but instead, for a Hong Kong operating at its optimal
level through existing controls and regulations.

THE PRESIDENT resumed the Chair.

MRS ELIZABETH WONG: Mr President, in recent years, there has been a
growing awareness to protect the interests of consumers against oppressive
policies or fraudulent practices. This is good. But, commercial litigation here
IS not yet as rampant or as fashionable as it is elsewhere, probably because we do
not have such a thing called "fair trading law".

There are calls today for enactment of fair trading laws to protect
consumers even further. That also is good, but I think we must ask important
questions which are relevant. The questions to ask must be whether Hong Kong
needs a comprehensive competition policy and the enactment of laws to
implement it. More importantly, from what | have learned from my experience
in Havard Business School, the question to ask is whether consumer protection is
in itself an integral part of the market economy?

Where economic exploitations through lack of competition or excessive
prices affect the ordinary man in the street, we must all fight against it. And |
think also if we want to have a free economy, we must also introduce what we
call fair competition. Although the word "free™ may be a dirty word to many
people, I myself am very proud that Hong Kong is one of the freest, if not the
freest, economy in the world, and according to recent reports, Hong Kong ranks
third next to United States and Singapore as the most competitive place in the
world. These are some things to be proud of and I think if we are good at
something, we should try to make it better instead of changing mid-stream.

So, as we progressively become more consumer-oriented in our thinking
and as we are increasingly more concerned with the political nature of
consumerism, we become more active in calling for a change to our current or
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previous attitude. As far as the man in the street is concerned, I am
pretty sure that he does not even understand or know about, or care about
micro-economic theory. He cares even less about the dismal science of demand
and supply, but he does care about having the best value for money. He does
care that he is not taken for a ride, and he does care about having avenues for
seeking redress.

But today, consumer is supreme. We are all consumers. So, no one
really dares to pour scorn onto the idea of consumer sovereignty in modern
economy because no business can afford to treat the consumer with contempt,
otherwise the businessman runs the risk of going out of business.

So, it is argued that having a fair trading law in Hong Kong will be a way
of, at best, having a comprehensive measure to protect the economic interests of
the consumer and to impose criminal sanctions against conduct which is
detrimental to the interests of consumers. And at a more elevated level, we
probably can deal with complex issues like mergers, monopolies and cartels.
But we also need an effective mechanism, and to be effective, it costs money.
We need a huge set-up if we want to do everything at once comprehensively.

And may I also say too many pieces of legislation borrowed from foreign
lands to Hong Kong might get us down the slippery route of no return, and that
slippery route is over-legislation, and | must sound a warning here that
over-legislation is no panacea at all for all the problems that we may imagine or
we may feel that are there.

Legislation for fair trading might be our costly way of striving for the
economist's dream of the most perfect market. Most perfect market conditions
mean no market monopoly, no cartel, competitive and fair entry into the market,
absolute product homogeneity and perfect consumer knowledge. Until we have
that, | think we have to be very careful we do not go overboard.

So, whilst the spirit behind the motion is laudable, praiseworthy, I think we
should ask the Government to consider whether or not we need a competition
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policy, and if so what the ambit is? And | think the Government ought to make
us study before we rush headlong into something which we might regret later on.
Thank you.
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MISS CHRISTINE LOH: Mr President, this Council last debated the subject of
fair trade in February 1993. The issue has not gone away because much more
could, and should, be done. There is no argument that our markets are probably
more free and more open than those of any other economy in the world in terms
of trade and investments, and that has been very good for us.

Three years ago, this Council sought an answer to the basic question: Do
we have a fair trade policy, and if so, what is it? The answer seemed to have
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been: that Hong Kong has an ad hoc policy on competition, and perhaps an
outdated policy to regulate monopolies generated by the Government through the
granting of various franchises. Mr President, | do not think that we can accept
this state of affairs. It is simply not good enough.

The problem that we have today is not with trade and investments, but with
non-tradables, that is, products and services that are produced and consumed
locally. Some of these areas cut into government-created monopolies and
government policy.

Let us take the example of the power utilities. The profit arrangements
under the Schemes of Control Agreements governing China Light and Power and
Hongkong Electric are linked to continuous capital investments. Such schemes
may be justifiable in the early days for the Government to attract private business
to invest in power generation, but are they still appropriate when the same
schemes provide a temptation to the utilities to retire assets early and to build-up
excess capabilities?  Furthermore, the agreements provide no incentive of
energy efficiency and conservation.

In the old days, colonial civil servants may well have settled issues with
the franchisees over a drink or two in the Hong Kong Club, and that may have
been felt to be adequate. But today, the business of power generation, and the
international trend for conservation and efficiency, have become much more
sophisticated. Moreover, the rights of the consumer is now also considered
paramount. Is the Economic Services Branch able to properly monitor the
power utilities? | have had my doubts. Furthermore, is the Executive Council
— a part-time advisory body to the Governor — best suited to safeguard the
public interests since it ultimately oversees the schemes? Again, | have my
doubts.

My doubts might be eased if we are to see the Government's determination
to now consider how to revise the Schemes of Control Agreements at the next
available opportunity to ensure that the consumer interest is properly protected,
and for incentives to be given to the utilities for energy efficiency and
conservation.

Other areas worthy of examination are the provision of public housing and
public medical services. The key players here are of course the Housing



LEGISLATIVE COUNCIL — 29 May 1996
R — —hAARERARBRZ+AH 125
Authority and the Hospital Authority. Mr President, let no one overlook
them in this discussion because they are monopolies.

In the area of public housing, the fact that the Housing Authority needs to
provide for over 50% of Hong Kong's housing need is a direct result of the
Government's high land price policy because ordinary folks cannot afford their
own homes. This Council has not had a debate on the social and economic
implications of that policy. The Hospital Authority caters for 90% of the
medical needs of the community. But, how efficient are these bodies? How
well are they being monitored, and are consumer interests being adequately
safeguarded?

In other areas, the Consumer Council has been vigorous in trying to break
up the long-standing bank interest rate cartel. Unfortunately, it has only had
partial success here. It has also looked into the gas industry, as well as
supermarkets and other areas. Its efforts are to be applauded, but can Hong
Kong rely entirely on the Consumer Council? Is it time to have a more formal
legal and institutional structure?

The Government does not seem to have either the interest or the will to
look at formulating a comprehensive competition policy that can take Hong
Kong into the 21st century. Perhaps I am wrong, and that the Secretary for
Economic Services will tell us in a moment what farsighted plans he has.

In 1993, I suggested that an ad hoc committee be formed in order for the
Government to re-examine government-created monopolies. The committee
might be charged with two main functions: first, to systematically and
dispassionately look at each instance in which the Government deliberately
restricts competition, and to examine whether those restrictions are still necessary
and desirable; and, secondly, to investigate distortions and complaints. | wish
to revitalize this suggestion as still a way to start.

Mr President, before | end, I do wish to highlight another potential
problem, that is, whether consciously, or unconsciously, China's interest to buy
into some of Hong Kong's major businesses, and Hong Kong's businesses' own
interest to bring in Chinese involvement, may perpetuate, or even intensify, some
monopolistic tendencies within the economy. We have just raised some serious
questions earlier today relating to Swire's sales of Cathay Pacific and Dragon Air
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shares to China International Trust and Investments Corporation and China
National Aviation Corporation (CNAC).

Let me list out some areas worthy of our attention. Firstly, how far can
we regard certain Chinese investments, such as that of CNAC's purchase of
Dragon Air, to be purely commercial transactions? In reality, is it not a state
purchase? Mr President, if you should think that it is the Chinese Government
buying into a Hong Kong commercial enterprise, might you not also think that it
could be seen as a form of nationalization? It is unclear to me whether China
may, consciously or unconsciously, be interested to buy significant shareholdings
in a number of businesses here which it regards as strategic. If the answer is yes,
then whether it is appreciated that it might have longer-term effect on Hong
Kong's economic autonomy. The best way of elucidating a response is to ask
questions publicly, and also to question the Hong Kong Government about its
view on the matter. | urge this Council, and the media, to ask many more
questions.

Mr President, | support the motion.
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MR PAUL CHENG: Mr President, fair trade, open and fair competition in
business and industry and safeguarding the interests of consumers are not
concepts alien to Hong Kong. They are the very fundamentals on which
modern-day Hong Kong is based.

Yet, an outsider reading Dr LAW's motion may inadvertently think, it
could be that Hong Kong needs to introduce such fair trade principles, and

swiftly. The motion implies there is something rotten in the “state” of Hong
Kong — at least as far as fair play is concerned.

The fact of the matter is that Hong Kong is one of the freest and fairest
markets in the world. That is not to say things cannot be improved. They
probably can, and in a fast-changing, competitive world, we should never be
complacent. However, we should be focusing on fine-tuning and further
enhancing a system that works well and has served Hong Kong well, rather than
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the radical overhaul suggested by the motion.

Broad-based legislation and the establishment of a Fair Trade Commission
would be overkill. Not only that, it would also:

- give rise to a greater possibility of bureaucratic interference and
government intervention;

- alter the international perception (and, in turn, admiration) of Hong
Kong as an open economy, combining a philosophy of free trade and
a policy of non-intrusive government; and

- be tantamount to casting a vote of no confidence in the Hong Kong
market's ability to adjust and adapt to changing economic and
political realities — surely, a dangerous signal to send at such a

sensitive time.

It is wrong to suggest that Hong Kong has no fair trade policy. "Fair
trade policy" essentially means identifying and adjusting discriminatory, unfair
and anti-competitive practices in the business community. Hong Kong already
has the ability to do this through a variety of channels.

From a Hong Kong perspective, the pursuit of fair trade has been largely
market and consumer driven, that is, consumers themselves have demonstrated
their ability to identify practices that adversely affect their choices in the territory.
Meanwhile, businesses — in the face of more demanding consumers — have
had to continually improve the quality of their products and services simply to
remain competitive.

Government policy has been, in the most part, quite clear that a "level
playing field" must exist in Hong Kong, and in cases where the playing field was
deemed to have tilted, either by changing economic circumstances or consumer
demand, the situation must be remedied on a case by case basis. Examples of
this reaction are evidenced by the deregulation of the telecommunications
industry and the ongoing process within the broadcasting industry.

Many organizations exist in Hong Kong to promote, preserve and enhance
fair trade. The Banking Commission, the Insurance Authority, the Securities



LEGISLATIVE COUNCIL — 29 May 1996
R — —hAARERARBRZ+AH 129
and Futures Commission, the Trading Standards Advisory Committee
and the Trade Advisory Board, to name but a few, are dedicated to this cause.
Additionally, the Government has passed and amended legislation relating to
trade description, the sale of goods, product safety and so on, to further increase
the protection of Hong Kong's consumers.

Furthermore, let us not forget that Hong Kong is part of the international
economy, and a highly open market by any comparison. Indeed, consumer
choice in Hong Kong is strengthened by the territory's very openness to the world
market. In most cases, new entrants to the Hong Kong market are restricted
only by their own measurement of risk and reward in this open, but highly
competitive, environment.

Hong Kong has enough checks and balances in place already to help
ensure a free and fair trading environment. In any system, there will always be
abuses, and firm action must be taken against those committing such abuses.
But, there is no crisis, no emergency. Why then should we seek to make the
Hong Kong's regulatory environment more complex than it needs to be?

Such action would simply take away some of the allure of Hong Kong.
That in turn could discourage investments, slow economic growth, and reduce
Hong Kong's ability to fund new initiatives in important areas such as education,
social welfare and infrastructure development.

There are some Members of this Council who seem to believe that there is
an urgent need to change this, or fix that before 1997. The call for legislation
on fair trade and the establishment of a Fair Trade Commission, coming at this
time, seems to be yet another example of that particular mind-set. By all means,
we can always look at ways of further improving on things that are already
working well, but the old adage, "If it is not broken, do not fix it" is very relevant
here. By the same token, "If it is not broken now, do not always assume it will
be broken after 1997".

As we move through the transition period, our guiding principle should be
"the less change, the better". | hope Members of this Council will bear this in



LEGISLATIVE COUNCIL — 29 May 1996
TR — —hAAKRFERABZ+ARH
mind.

Mr President, for that reason, | cannot support the motion.
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£ ERSRNEENZL SUFESRUREMEHOVER - HE5 L2
Mt is c HREADRERERDE - —HH - HMEIERERET TE
dGEEIEET T RAUERESERENNERER  SAFEEFERE
HoltHArEEATm S EAER DK » FTIBUT 2 N EZETE —~H I



LEGISLATIVE COUNCIL — 29 May 1996

ViER — —AhAAREARARZT+AH 137
T Dl BESRREBTFEENEHE HX—HH -
AERBNMERARBEH D TRERFEEH NG L EFITR - FTLUE
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E

EFERE GG RFEFRENERE - ZE 5 I X H E i 6% 2 1
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LB F ULV REGHERGEN  ERFEKNEERN -

HMGEHEEZ B G Ay g F R ERTET BRI KA EH
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i o

PRESIDENT: Dr LAW Cheung-kwok, you are now entitled to reply and you
have six minutes 25 seconds out of your original 15 minutes.

BUrEZEENE LML WA A+ 2005 B M2 8HE HR KR
o AP HLERERAEHTE (A FPREE) 2FRZHGHEERTLNEME
- REEFEEENRE - B8R (AP REE) Alied @ E it K
FATERGEE - NimEHEFELHN; Ml o HRERMREAVRE - AlEH
NEREM GRS AR - A TSR - AR A RIE SR 82 IR HE
- (RSP RGE) HEERMEREE LM - WH N RS BAR %
Eng e AR ZEREG  BIREE KA ZIEE /L g 35S L
P EEMERH P - WS R ARERIRMEZRBE LR EHERE  WAHEH
REMEES B EERNBEE > DIFIREHLE -

ik WEBR—ERE - F-K > W RERORE ZHEEEHMSA
WIS E A EREM - ERK/N RIS B R ERSEAE - EHEE
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Question on the motion put and agreed to.

ADJOURNMENT AND NEXT SITTING

PRESIDENT: In accordance with Standing Orders, | now adjourn the Council
until 2.30 pm on Thursday, 30 May 1996.

Adjourned accordingly at eighteen minutes past Eight o'clock.
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WRITTEN ANSWER
Annex

Written answer by the Secretary for Economic Services to Mr Howard
YOUNG's supplementary question to Question 1

Air traffic can be broadly divided into passenger and all-cargo services. The
information requested for these two types of air services is set out in Tables A
and B.

Table A
Information on number of airlines and flights
on Hong Kong's major passenger routes
Number of Total number % of services
airlines serving of services mounted by Hong
Destination the route per week (*) Kong carrier
Bangkok 8 220 26%
Beijing 3 84 33%
Jakarta 3 44 54%
Kuala Lumpur 3 48 29%
London 3 62 32%
Los Angeles 2 28 50%
Manila 8 134 31%
Osaka 4 66 64%
Seoul 4 112 37.5%
Shanghai 2 88 36%
Singapore 6 162 32%
Sydney 3 38 37%
Taipei 7 332 44%
Tokyo 5 150 32%
Toronto 2 42 33%
Vancouver 3 44 45%

* The figures represent the total number of flights in both directions.



Destination

Chicago
Dubai

Los Angeles
New York
Osaka

Seoul
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Table B

Information on number of airlines and flights

on Hong Kong's major all cargo routes

Number of
airlines serving
the route

Wk 3 Oo1T o P~

Total number
of services
per week (*)

14
39
16
43

6
12

% of services
mounted by Hong
Kong carrier

14%
25.6%
37.5%

5%

66%

17%

*  The figures represent the total number of flights in both directions.



